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ABSTRACT

Verticalization of the agri-food sector in Centeald East-European countries is to a large
extent the result of the foreign investors’ effotts organize their supply chains. Well-
branded multinational retailers and food manufasgirexport their chain management
concepts aiming to structure exchange interactatis local suppliers. This process leads to
formation of supply chain networks involving lorgrtn collaborative relationships among
different stages of the food chain. To ensure tihase relationships are mutually beneficial,
chain management has to account for goals seterstipply chain networks. This study
attempts to contribute to a theoretical understapadif the supply chain network goals.
Specifically, we argue that both, network-level dimth-level goals have to be achieved to
maintain long-term and successful network relatigps Furthermore, we discuss how to
deal with network goals in chain management, anovige some examples from the

agribusiness in Central and Eastern Europe.
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GRASP OF GOALS: SUCCESSFUL MANAGEMENT OF SUPPLY CHA
NETWORKS IN THE AGRIBUSINESS OF CENTRAL AND EASTERN
EUROPE

INTRODUCTION

Several studies on the effects of foreign direstegtiments (FDI) in the agribusiness of
Central and East-European countries (CEEC) showftiaign investors exert significant
efforts to arrange well-functioning supply chai@vinnen 2006, Reardon et al. 2007). To
raise the level of quality of their suppliers, figre retailers and food manufacturers mainly
employ business models used in their countriesigfro Specifically, they introduce chain-
wide management concepts to optimize inter-firmatrehships with local suppliers. Such a
development is referred to as verticalization effinod chain (Boehlje 1999).

By verticalization we understand the tightening tbe procurement relationships
leading to the development of vertically integrafieshs or vertically cooperating hybrids. In
this paper, we take a closer look on vertically pgrating chain systems or supply chain
networks (Harland et al. 2001, Lazzarini et al. PO0Such networks are particularly
important for the development, signaling and mamtp of the quality aspects in the agri-
food business (Ménard and Valcesclad05).

Generally, supply chain networks can be regardestrasegic networks (Burt999).
Lazzarini et al(2001) define them as a set of networks comprigdwozontal ties between
firms within a particular industry or group, suchat these networks (or layers) are
sequentially arranged based on the vertical tigsvdmn firms in different layers. Thus,
supply chain networks embody collaboration of mtran two firms (Omta et aR001).
Furthermore, members of a supply chain network taainhighly intensive and recurrent
interactions with each other based on formal afarimal contracts (Burt999). Because of
such structure and of strategic nature, a supmynahmetwork possesses a focal actor that sets
the network strategy and coordinates its implenteman a hierarchical manner (Jarillo
1988;Sander005). The reason for this is that the focal agemerally stands for the firm
that is recognized by the consumers as “resporiditmiéhe specific product (Hanf and Khl
2005).

More specifically, the managerial task of the fooaipany is to deal with problems of
the two domains — cooperation and coordination &Gt al.2005). While the problems of

cooperation arise from the conflicts of interesitg problems of coordination originate from



unawareness of the existing interdependencies erdatk of one’s knowledge about the
behavior of others. Additionally, problems of coogéon and coordination can be viewed as
a consequence of distinctive goals that are estaddi at the firm, dyadic and network levels
of collaboration (Duysters et aR004). Whereas the establishment of clear goals is
recognized as a prerequisite of the firm strategyiscess (Simon 1964, Porter 1980), we
argue that the importance of network goals for tiwork’s strategy and (chain)
management is still undisclosed. We have come upisoargument after having reviewed
approximately 300 articles on network, supply cheil inter-organizational performance in
17 international peer-reviewed management and @gribss journals. Although the review
has been conducted in terms of another researnfe sbits results provoked our interest in
analyzing network goals. First of all, in spite déeclaring the analysis ohetwork
performance (e.g. the level of the achievementettvark goals), almost all studies analyze
how goals ofsingle firmsare achieved in the network. Second, many artiatiress the
goals which have the scope to be regarded as rletyoals but they are analyzed in terms of
the single firm participating in the network. Thdsedings have led us to a conclusion that
the network goals are still poorly conceptualizEdrthermore, in the context of numerous
collaboration failures, an understanding of netwgdals is unlikely to be achieved in
managerial practice either.

Therefore, the aim of this paper is to provide ttieoretical elaboration on the role the
network goals play in strategic chain managememecHically, the following questions are
inquired. First, what are the network goals? Secdmuv can these goals affect chain
management? Third, how does chain management dgmhetwork goals in the agri-food
supply chains of the CEEC? To answer these questiem first conceptualize network goals
as a reflection of collective strategies adoptedsupply chain networks. Afterwards, we
elaborate on potential implications of network go&dr chain management. Adjacent, we
demonstrate how chain management takes a notite afetwork goals’ issue in the CEEC.
Finally, we summarize our findings.

SUPPLY CHAIN NETWORK GOALS

A major challenge the focal company faces in a Buppain network is to structure the
exchange relationships such that its supplierscastbmers remain in the relationships and
act in the best interests of all the parties (Jagh @anesan 2000). Consequently, from the

focal company’s perspective, it is necessary tceligwva strategic approach which accounts



for objectives of all the chain actors and is adrapon by them. In the interorganizational
literature, such an approach is defined as a d¢olestrategy (Bresser and Harl 1986).

Starting from the work by Astley and Fombrun (19&8humber of studies (e.g. Bresser
and Harl 1986, Sjurts 2000) have addressed colledirategies as a type of strategies
implemented for and by collaborating organizatioBscause collaboratioper se means
common work of numerous actors to achieve commaisg(Chen et al. 1998), collective
strategies can be subsumed as those aiming toecaeattmework for the achievement of
common goals. In supply chain networks, adoptiorthef collective strategy is most often
initiated by the focal actor which goes beyond adding just its own goals and proposes the
ways to achieve network goals. In this contextesalvauthors (e.g., Duysters et al. 2004,
Contractor et al. 2006) argue that the network’snagement should specifically involve
mechanisms to maintain exchange relationships ahit\we goals set at least at two levels,
i.e., the network and firm levels.

However, in our view, the goals at which collectistrategies aim remain
underconceptualized with respect to differentiatmatween network levels. In particular,
researchers and practitioners fail to acknowledge ilmportance of the whole network’s
objectives, although literature emphasizes co-emc# of individual and common goals in an
interorganizational relationship (e.g., Van de \&v6, Wathne and Heide 2004, Winkler
2006). Instead, the scientific and practical indeserest on the effects of networks on the
single firms and their dyads. In their extensiveie® on “whole networks”, Provan et al.
(2007)have found only 26 studies (of approximately 50,00@btal) dealing with issues at
the network level of analysis. They have conclutied,

Researchers often talk of a network of relationshijut it is not the network itself that is being
studied, thus ignoring the basic network theoréticesight that actors and actor-to-actor
relationships are likely to be influenced by the!l set of relationships (p. 483).

Similarly, in a narrower interorganizational cortek supply chain performance (i.e.,
the degree of the achievement of a supply chaio&s), most analyses concentrate on the
single firm’s performance in a supply chain. Haviegiewed the literature on supply chain
performance, Shepherd and Gunter (2006) suggdstéed t

Researchers should consider developing measursspply chain relationships and the supply

chain as a whole, rather than measures of intranizgtional performance (p. 253).

In our view, this statement does not require addil justification for business
practitioners because via understanding how thelevhetwork performs one can explicate

various patterns of the firm’s performance (Baumakt2000, Dyer and Nobeoka 2000,



Ellram et al. 2002, Sanders 2005). Therefore, @meresume that network goals include the
network-level and firm-level goals (Sydow and WileteLl998). The focal firm, as a strategy-
setting element of the supply chain network, hasite particular interest in the achievement
of both.

In this context, we understand the network-levehlgoas the predefined set of
outcomes which can be achieved only if all the oekwactors work together to achieve them.
Such goals can be regarded as common to or shgrall the network members, and their
achievement is the essence of collaboration (HuxaathVVangen 2005). Provan and Kenis
(2008) provide examples of network-level goals e fpublic sector, e.g., strengthened
community capacity to solve public problems; regioneconomic development;
responsiveness to natural or made-made disastersinefood supply chain networks, the
achievement of total chain quality can be considieean example of the network-level goal.
The goal of total chain quality requires that dietfood chain actors efficiently and
effectively work together to address increasingscomers’ demands and minimize the risk of
food scandals. Providing solutions for such compgsxes requires multilateral coordination
and more than just achieving the goals of individoeganizations (O'Toole 1997).
Furthermore, unclear definition of common goal$agck of agreement upon them is the main
reason why 50 per cent of all interorganizationaljgrts fail (Brinkhoff and Thonemann
2007).

However, in contrast to participant-governed neksorwith all the actors
knowledgeable about network-level goals (Provan ledis 2008), supply chain networks
are in most cases deliberately engineered by tted &tor. This implies that the focal firm is
responsible not only for implementation of collgetistrategies but also for setting network-
level goals (Schermerhorn 197%porenzoni and Baden-Fuller 1995). Therefore, the
commonness of goals in a supply chain network lgrdepends on the efforts by the focal
firm and, thus, the focal firm has to ensure tHhtree members pursue (and know to some
extent) network-level goals (Kochan et al. 1976z Bbal. 2000). Accordingly, by measuring
the whole network’s effectiveness, one should esnpteeasures indicating the extent to
which such goals are achieved. For example, pedoce of just-in-time (JIT) system
introduced by a retailer can not be analyzed omhbénefits to this retailer. Reduction of
inventory in terms of JIT requires that a retadesuippliers substantially improve their quality
and that there is a low level of holdups at eactrepm stage of a supply chain (Davy et al.
1992).



Despite the importance of network-level goals, tlsele focus on such
interorganizational objectives does not encompasasnres of the network’s effectiveness
entirely. One has to consider also firm-level gdadsause networks involve relationships
among individual firms. Although effective functiog of the network requires goal
consensus among the members (Doz et al. 2000, fPeowh Kenis 2008), each actor enters
the network with its own objectives. An endeavoathieve them can affect the achievement
of network-level goals (Wathne and Heide 2004, WnK006). Firm-level goals might
include, for example, access to resources or n@rketreased sales, risk reduction, etc.
Furthermore, non-achievement of goals of the paleicmembers can lead to the network’s
collapse if these members cannot be equally substit(e.g., Park and Ungson 1997, Park
and Ungson 2001). Therefore, analyses of whole or&tvhave to consider not only the

network level but also the firm level (Table 1).

Table 1: Examples of the supply chain network’slgjoa
Network goals
Firm-level goals Network-level goals
Partner reliability;
chain transparency;
chain quality;
end consumer satisfaction, etc.

Access to input and sales markets;
reduction of environmental uncertainty;
access to knowledge, etc.

For a network to perform effectively, it is of parlar importance that the goals set at
the different levels are achieved to a satisfactergent. Additionally, the network’s
management, i.e., the focal company, has to consigecific interrelationships that can
occur between goals of the different levels and cerate conditions either favoring or
constraining the achievement of the whole netwoddals. In other words, effectiveness of

the supply chain network is subject to influencenbywork goals.
HOW CAN NETWORK GOALS AFFECT STRATEGIC CHAIN

MANAGEMENT?

Interorganizational goals were paid relatively muattention in early organizational and
marketing literature (e.g., Kochan et al. 1976, darven 1976, Frazier 1983). Starting from
the end of 1980’'s, the number of publications exiyi devoted to this issue has declined.
However, the premise of interorganizational goa&s tbeen recently addressed again
indicating the reviving importance of the topic ¢tham and Vangen 2005, Winkler 2006,
Provan and Kenis 2008). Our interest in this caniexin a) conjecturing of potential

interrelationships between goals set at the diffielevels of a supply chain network and b) in



viewing from a static perspective the potential sequences of these interrelationships for
the network’s management.

Drawing upon the notion of goal compatibility (e.gtgar 1979, Brown and Day
1981), we suggest that due to the potential “fiewel — network level” interrelationships,
goals in supply chain networks can be generallyged into three categories: compatible,

conflicting, and indifferent goals (Table 2).

Table 2: Interrelationships between firm-level aetwork-level goals
Goal
interrelationship

Preconditions Outcomes

No serious transaction and
coordination costs; trust among
gartners; commitment to

High level of ideological agreement
on the nature of tasks and the
appropriate approaches to these task

Compatible (Frazier 1983); pollectlve interests; _
. L N improvement of transactional
insensitivity of the organizational o
- efficiency (Park and Ungson
domain issue (Schermerhorn 1975) 2001)
Structural differentiation (Kochan et
al. 1976);
differences in policies and procedureskelationship break off (Kumar
used to achieve individual members’ and van Dissel 1996);
goals (Brown and Day 1981) and negative effect on network
common goals (Frazier and satisfaction and network
Conflicting Summers1984); continuity (Bradford et al.

distinctive interests with regard to ~ 2004);
actions to be undertaken (Frazier communication difficulties
1983); (Leonidou et al. 2008)
each party has its own business
philosophy and interests (Eliashberg
and Michie 1984)
No interest overlap;
Indifferent no overlap of actions derived from  Indirectly positive or negative
autonomous, independent decisions

Compatiblegoals are the goals of the different network Isvitlat can nurture the
achievement of each other. In other words, with@wting compatible goals at the firm level,
the achievement of network-level goals is most abdp impossible. For instance, at the
network level, the goal set by the focal compantpiachieve a certain level of chain quality
based on introduction of tracking and tracing yst®ne of the complementary goals in this
case would be an endeavor of an individual netveatlr to gain necessary knowledge from
a supply chain network about requirements of aesponding certification scheme. If
network actors lack such knowledge, then the aem®nt of chain quality is problematic.

Furthermore, compatible goals exist due to a hiykell of agreement on the nature of tasks



completed by individual actors and also approprgteroaches to these tasks (Frazier 1983).
Because each member of a network specializes forpgng of particular functions, such an
agreement indicates the members’ awareness anshesado contribute to the achievement
of network-level goals.

Conflicting goals are the goals of the different network Isvitlat can hinder the
achievement of each other. Again, due to diffecdratracteristics, tasks, responsibilities, and
reward expectations, goals of individual actors camflict with network-level goals (Kochan
et al. 1976, Huxham and Vangen 2005). Very oftemflicting goals arise not because of
goal incompatibility itself but because of disagnemt on how to achieve common goals
(e.g., Brown and Day 1981). Conflicting goals catdme apparent, for example, due to
actors’ distinctive views on transaction specifieastments, e.g., needed to install electronic
data interchange (Jap and Ganesan 2000). Copihgswith goals requires additional efforts
by the network’s management. Eliashberg and Mi¢h#84) report that managers devote
more than 20 % of their time to interorganizatiomanflict management. This is not
surprising because compliance of individual excleaogrtners with the network is crucial for
the achievement of network goals and, thereforenédwork functioning (Doz et al. 2000).

Indifferent goals are the goals of the different network lswblat have no impact on
each other. Indifferent goals exist because thermoi overlap of individual interests and
actions with those of the network level. For ins@na network-level goal of total chain
qguality can have no relation to the firm-level gaal gaining higher reputation from
participating in a network. These goals, howeven andirectly influence the network’s
effectiveness. For example, unsatisfactory peroaptof reputation effects from cooperation
can reduce the individual firm’s desire to conttéto chain quality improvement.

The above discussion implies that the supply chtwork’s management should
include interrelationships between goals set atdifferent network levels in collective
strategies. By doing so, the focal company cregtesonditions for the achievement of
network goals and thereby makes the network perfeffiectively. We further discuss how
the supply chain network’s management can enabl@t¢hievement of the whole network’s
goals.

SUPPLY CHAIN NETWORK MANAGEMENT

Integration of the exchange partners requires ttatsupply chain network’s management
properly deals with the problems of two domainsoeperation and coordination (Gulati et
al. 2005, Hanf and Dautzenberg 2006, Xu and Bea0®6). Because problems of



cooperation arise due to the conflicts of interettis cooperation task is to align the interests
of the participating actors or, in other words, ivete them to work together (Gulati et al.
2005). The accomplishment of this task is typicallydressed by the implementation of
partnering strategies that generally aim to designrelationships within the supply chain
(Mentzer et al. 2000). More specifically, partngrstrategies involve the use of formal and
informal mechanisms of cooperation. Formal mecmasisnclude contracting, common
ownership of assets, monitoring, sanctions, rewards the prospect of future interactions
(Williamson 1985, Gulati et al. 2005). Identificati and embeddedness serve as informal
mechanisms (Granovetter 1985, Kogut and Zander, 5@kt and Sytch 2007).

In turn, the problems of coordination appear asrssequence of uncertainty about the
actions of interdependent actors. Therefore, coatdin is related to joint actions and can be
generally referred to as the alignment of actioBsiléti et al. 2005, Payan 2007). The
fulfillment of this task consists in gaining or misferring knowledge about the behavior of
interdependent actors and the character of exigtitgydependences. The alignment of
actions in supply chain networks is addressed bglementation of the supply chain
management strategies (Simatupang et al. 2002)er&@én supply chain management
strategies should involve the mechanisms namedhén coordination literature. Formal
coordination mechanisms include programming, hadmarand feedback (Thompson 1967)
whereas informal mechanisms incorporate sharedriexpe, leadership, culture, norms and
values (Kogut and Zander 1996).

In the process of structuring of long-term excharglationships, the focal company
has to develop simultaneously the partnering amiplguchain management strategies as
components of the overall collective strategy datitrom the whole network’s goals (Hanf
and Dautzenberg 2006). By doing so, the focal campaill enable the fulfillment of two
tasks resulting from the above discussion on g&algicularly, the alignment of interests and
actions is crucial to a) facilitate and maintaire tgoals’ commonness, and b) mediate
interrelationships between goals of the differentls. In other words, it is hecessary to reach
consensus on network-level goals via attaining goahpatibility between the network and
firm levels, and simultaneously arrange the netvgohlkarmonious work to achieve both,

network-level and firm-level goals.

1 Goal consensus and goal compatibility are typycaiewed as synonyms in interorganizational redearc
because they have to be achieved simultaneouslynastoften require similar mechanisms (e.g., Kaoizal.
1976, Frazier 1983, Provan and Kenis 2008). Wegenbgless, view them separately because, in tefms o
supply chain networks, we see goal consensus asmgnt orwhatshould be achieved, and goal compatibility
as agreement dmowit should be achieved.
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Goal consensus

As shown by Provan and Kenis (2008) in their stadygoal-directed networks in the public
sector, the extent of goal consensus among thesacam differ across the different types of
networks. In this context, in networks possessiagdl organizations, there will be a
moderately low level of agreement on network-ley@dls. This statement can be regarded as
partially true for such an interfirm cooperatiomrfoas the supply chain network. Obviously,
each firm enters a supply chain network with itsnorgasons to cooperate. Nevertheless,
single firms have to take into account that thewoet has its own rules (including goals)
which should be followed (Dyer and Nobeoka 200Q@ixttkermore, since the focal company
deliberately organizes the supply chain network maétes decisions about the network-level
goals (Lorenzoni and Lipparini 1999), it is esp#gia the interest and within the grasp of
the focal company that the other network actore@gipon the network-level goals.

Although joint action does not automatically impllge need for common goals,
cooperation with common goals creates long-termabotative advantages and is even
necessary (Pitsis et al. 2004). By reaching aneageat among the network members on such
goals as total chain quality or chain transparetiey focal company creates initial conditions
for collaboration and stabilizes the network relaships because goal commonness also
serves as an integrating mechanism (Winkler 2006)the extent that the parties’ goals
become aligne@x ante the likelihood of subsequent motivation-relatedigpems is greatly
reduced (Wathne and Heide 2004: 75). However, lootktive advantages are often future-
oriented and more uncertain than individual godisyefore, the network faces the risk of
interfirm rivalry (Park and Ungson 2001). In ordereduce it and facilitate the achievement
of network’s goals, the issue of goal commonnessdde explicitly addressed by the supply
chain network’s management.

While a number of authors suggest that goal conseagses from domain similarity
(e.g., van de Ven 1976, Doz et al. 2000), partgesind supply chain management strategies
play an important role in maintaining agreementnatwork-level goals. Especially, such
informal mechanisms of cooperation and coordinatasn identification, embeddedness,
shared experience, norms and values enable actaagree on goals (Wathne and Heide
2004, Gulati et al. 2005). Besides, the focal camgpahould pay attention to sharing
appropriate information about network-level go&sherwise, for the other network actors,
these goals will remain the firm-level goals of theal company (Gagalyuk and Hanf 2008).

Additionally, communication is the way the othertwnerk actors participate in the decision

11



making process (Mohr and Nevin 1990). Appropriatemmunication, thus, creates
preconditions for actors to consent on goals d&elps clarify the extent the network-level
goals are compatible with the firm-level ones.

Goal compatibility

Consensus on network-level goals depends on fipegieptions of compatibility with their
own goals on an ongoing basis (Doz 1996). Perceimedmpatibility of goals leads to
conflict among network actors and makes them perfarorse (Provan and Kenis 2008).
Therefore, the task of the focal company is to maéingoal compatibility between the
different levels of the supply chain network.

The degree of goal compatibility is generally caudy how compatible social and
organizational characteristics of the network actmre (Smith et al. 1995, Doz et al. 2000,
Provan and Kenis 2008). The social context in wipialtners operate is partly defined by the
cultural and institutional background of the partnd-urthermore, the similarity of cultural
values may reduce misunderstanding between thagrarhile lack of fit with a partner’s
culture leads to poor communication and mutualrasst(Park and Ungson 2001: 44). Not
only the similarities in cultural values but alé® tperceived status and legitimacy of partners
as well as perceptions of procedural justice influee goal compatibility among network
actors (Doz et al. 2000).

Additionally, the extent the firm-level objectivematch the network-level goals
depends on organizational compatibility (White &id-Yun Lui 2005). Dissimilarities in
organizational structures and processes can crat@ems in coordination by causing
disagreements over operating strategies, poliaie$,methods. Organizational dissimilarities
are typically manifested in differences of capdieii and strategies of firms. Therefore,
opinion of the network actors about managerialinest, marketing policies, quality control,
etc. may differ from that of the focal company Pand Ungson 2001: 45).

Thus, it is necessary to ensure a certain leveuléiral, organizational and strategic fit
of the network actors. In general, where goal cdibjhdy is absent, there is a need for a
power process (Kochan et al. 1976, Frazier 198Bg motion of power typically arouses
associations with explicit domination of one aatger the others. Indeed, the focal actor can
employ hierarchical mechanisms (e.g., control, sang) to make the participants comply
with the network-level goals. However, not alwagsireg in such a way will have positive
effects on partner compliance. Moreover, the egeraf power based on coercive sources,

e.g., financial penalties or withholding of impartasupport (Goodman and Dion 2001), can
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aggravate communication difficulties caused by wmalt dissimilarities and elevate any

underlying causes of conflict to a manifest stato(idou et al. 2008: 93). Thus, the use of
hierarchical authority can deepen incompatibiligtveeen the network-level and firm-level

goals, especially in the case of great culturalgamfraphic distance (Leonidou 2004).

On account of this, partnering and supply chain agament strategies include also
mechanisms which represent non-coercive baseswémpdhe use of such mechanisms as
rewards, identification, and information exchangé&ance the partners’ willingness to exert
effort for the network-level goals (Gulati et abDd5b, Leonidou et al. 2008). Furthermore,
such mechanism as recommendations helps to ackievelesired perceptual change of
objectives and subsequent performance of the ieterizehaviors (Frazier and Summers
1984: 45).

However, not only the fit of culture, resources atrdtegies of the single firms should
be attained. The effective use of the cooperatrmha@ordination mechanisms requires (and
enables) deployment of network-specific structdieators which can be also referred to as
alliance capabilities (Kale et al. 2002) or netwtkel competencies (Provan and Kenis
2008). In this context, a dedicated alliance fuctiallows developing of network
management routines needed to maintain cooperatioh information exchange among
actors (Ireland et al. 2002). In a supply chaiwoek, it is especially important that the focal
company performs such a function and has correspgrmmpetencies matching the needs
of the whole network. Possession of network-lev@hpetencies enhances communication
and knowledge transfer within the network and thgrg@rovides an understanding of
partners’ goals, interests and expectations.

Overall, in ensuring goal compatibility, an emplsaksas to be primarily put on the
development of partnering strategies, since tlask is to align the interests of the network
actors or, in other words, to motivate them to wimggether. As known, motives serve as the
causes that lead individuals to select some ga#ter than others (Simon 1964). Therefore,
interest alignment can be defined as the degradich the members of the organization are
motivated to behave in line with organizational IgoéGottschalg and Zollo 2007). The
function of supply chain management strategies isnable communication of goals among
actors via organization of the programming and liee#t processes. Altogether, appropriate
implementation of the partnering and supply chaanagement strategies contributes to the

achievement of the network-level and firm-levellgdéreland et al. 2002).
SUCCESSFUL FOOD CHAIN MANAGEMENT IN CEEC
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The achievement of goals generally means succoedhisl section, we provide evidence of
the successful supply chain network’s managemeriheénagribusiness of CEE countries.
Based on our previous research as well as on satiggtound studies, we describe some
tendencies in the food chains of CEEC accompaniedxamples of how food chain
management deals with network goals.

According to our expert interviews conducted inrterof another study, a high level of
awareness of network goals is at first hand dematest by foreign companies as initiators of
verticalization in the agribusiness of CEEC. Mudtionals see the issue of chain quality and
therewith connected partner reliability as the mggals that have to be achieved at the
network level. Accordingly, they introduce chain magement concepts that follow their
strategic framework used all over the world. The aschain management becomes apparent
in rolling out of global IT-standards as well aply chain management techniques. For
example, going abroad, such German multinational$atro Group and Rewe primarily
install their purchasing, IT and total quality depgents. There is recognition behind these
activities that network-level goals have to be camioated with local suppliers on an
ongoing basis. Additionally, to ensure goal commessy multinationals introduce such
programming tools as private quality standards.nipdas of quality standardization include
GLOBALGAP, BRC, ISO 9000 and HACCP (Gawron and Ts&n 2008).

Multinational retailers and food manufacturers atsasider firm-level goals of their
local partners and try to ensure compatibility witietwork-level goals where this
compatibility is or may be absent. Due to the plawee of small- and medium-size
enterprises as well as households in agriculturadyrction, the use of necessary and
recommended inputs is often a problem as farmees dafinancial burden. Furthermore, due
to numerous non-payments and delays experienc&894s, farmers perceive prompt cash
payments from downstream partners as a benefitnf®mi 2006). However, given a high
volatility of business environment in some of CEE@yltinational companies are interested
in more than just providing their partners withutgand cash payments. Satisfaction of their
requirements includes compliance with the basicellesf quality. Therefore, they use
different vertical coordination schemes to asswraity. For example, in Bulgaria, Romania,
Moldova, Ukraine and Russia, dairy processors asquality supplies by leasing cooling
tanks to farmers as part of their contracts (TopaA@004, Gorton et al. 2006, Swinnen
2006). Except for input and loan support, thereviglence of support on quality expertise
and trainings for specialists as it is the caseh wdairy processor Wimm Bill Dann and

brewery holding Interbrew in Russia (Swinnen 2006).
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Goal compatibility at the firm level is also achaéev through enrollment of some
informal mechanisms like identification. Foreigmmgganies establish cooperation with local
suppliers by using their general cooperativenedsraputation aspects. Local companies are
very proud to work with well-known multinationalsloreover, non-compliance with their
cooperation principles may have negative reputat@mrsequences (Swinnen 2006).

Additionally, multinational companies use coercisgechanisms like control and
sanctions. Well-branded multinationals have the&in aquality control departments where
they conduct random product quality testing. Furtiere, purchasing departments evaluate
delivery quality. Suppliers’ non-compliance leaddees and sanctions. However, as one of

our respondents, executive director of a succes#finational dairy processor, emphasized,

Sanctions are used only in the last resort, wheplgrs fail to meet our requirements continually.
We usually try to solve our problems jointly, bydicating and eliminating the source of non-

compliance. We also teach our partners how to agtlems. And most of our partners succeed.

Thus, acting as focal companies, well-brandedleztaand food manufacturers smooth
over social and organizational inconsistenciesheirtsuppliers, promote trust among the
partners, and thereby make them work to achieve¢hgork-level goal of chain quality.

However, intensive implementation of chain manag#neencepts is still impeded by
high riskiness and unfavorable institutional ennireent: bank loans are unsafe, corruption is
present, property rights are weakly protected, @caccount of this, foreign companies that
invest on a long-term basis are obliged to propeolysider possible short-term risks. There
is a conflict between long-term orientation of chananagement and the need to produce
high returns on investments in short terms. Toesthis dilemma, foreign companies try to
establish long-term relationships with their losappliers.

SUMMARY AND CONCLUSION

This study attempts to contribute to an understamdif goals set in interorganizational

networks. Specifically, our aim was to conceptualize goals and their role in management
of the food supply chain networks. As a type dcdtgigic networks (Gulati et al. 2000), supply
chain networks manifest goal-orientation themseled involve traditionally self-oriented

participants. Consequently, one of the main pdimis should be addressed by the network’s
management is the tension between intra- and ig@nizational goals. To deal with this task
properly, one should gain an understanding of geaisn the supply chain network. Scanty
research efforts on this issue as well as numesoliaboration failures in business practice

indicate that this understanding is generally migsi
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This topic has to be of particular interest for thetwork’s focal actor as it sets
network-level goals and implements a correspondimgtegic approach named collective
strategy. In our view, the supply chain network&edl actor is a brand-owner, a food
manufacturer or a food retail company, whose cancabout chain quality requires
maintaining of tight and long-term exchange relaiups with the chain partners. To
structure such relationships so that the partnemulneously comply with the overall
network’s requirements and are satisfied by collation, the focal company has to align the
interests and the actions of the involved parfidsis, it implements partnering and supply
chain management strategies (as the componertte @iverall collective strategy) to address
the interrelationships between network-level antifievel goals.

By providing some successful examples of the fdeairc management in CEEC, we
were able to visualize that a thorough grasp oivask goals leads to long-term and effective
functioning of supply chain networks. If both, thetwork-level and firm-level goals are
achieved to a satisfactory level, a network carrdgarded as effectively performing. By
ensuring goal commonness among actors and goalatinitity between the network and
firm levels, the network’s management paves the fwawttaining of beneficial outcomes at
both levels. Especial attention should be paid émagement of conflicting goals since they
negatively influence network effectiveness. Cotiflig goals arise due to a number of factors
that stem from cultural, resource and strategifeihces. Only real understanding of these
aspects can help organize the harmonious work efntwork actors to achieve both,

network-level and firm-level goals.
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