How Should Successful Supply Chain Management Look Like? The Model of Interfirm Network Success

Currently, the process of transition in Central and East-European countries (CEEC) is marked by the increasing consumer requirements towards quality. Since consumer requirements increase, their satisfaction is no longer the task of one single firm. Instead the whole supply chain has to work together to deliver products of sufficient quality.

Several studies on the effects of foreign direct investments in CEEC show that particularly foreign investors exert significant efforts to arrange well-functioning supply chains. To raise the level of quality of their suppliers, foreign companies employ business models used in their countries of origin. Specifically, they introduce chain-wide management concepts to optimize inter-firm relationships with local suppliers. Such a development is referred to as verticalization of the supply chain.

Verticalization generally means the tightening of the procurement relationships that leads to the development of vertically integrated firms or vertically cooperating hybrids. In this paper, we take a closer look on vertically cooperating chain systems or supply chain networks. A supply chain network generally represents long-term and repetitive, formal and/or informal exchange relationships among firms participating in a particular supply chain. We specifically focus on supply chain networks in the food industry – a sector where quality is perceived as the highest priority and where verticalization is especially important for the development, signaling and monitoring of the quality aspects.

Effective resolution of such strategic issues requires that supply chain networks are successfully managed. However, it is not clear up to now what the success of supply chain networks is. Numerous studies provide answers to the questions about network formation and network governance structures but answers to the questions about network management are mainly ambiguous. Therefore, the aim of this study is to 1) answer the question “What is success of supply chain networks?” by developing the conceptual model of the supply chain network success; and 2) provide implications for supply chain management in the food business of CEEC.
Our model serves as holistic proposition that defines the supply chain network success as the achievement of goals of the supply chain network members and the supply chain management, and includes network-related success factors.

In greater detail, the goals of supply chain network members encompass goals that are set at the firm as well as at the network levels. Arguing in this manner, we emphasize that firms entering a particular supply chain network have to admit that the network has its own goals and their achievement requires investment in time, effort and money. Nevertheless, firm-level goals are equally important because their achievement motivates firms to stay in the network and act in the best interests of all the engaged parties.
The goals of supply chain management include the alignment of interests and the alignment of actions of the supply chain network members. The alignment of interests is necessary to motivate the actors to achieve network-level goals along with their own firm-level goals. The alignment of actions is needed to reduce uncertainty about the behavior of the interdependent network members and thereby direct their activities towards the achievement of network-level goals along with their own firm-level goals.

The alignment of interests and the alignment of actions are contingent upon a number of network-specific success factors. We derive these factors from the literature on interorganizational relationships and strategic management. The factors can be specifically grouped as follows: network structural characteristics; network relational characteristics; and network membership characteristics.
Coming from these foundations, we further discuss the model in the context of food supply chain management in CEEC.

