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Introduction

Foreign investors exert significant efforts to arrange well-functioning supply chains in Central and East-European countries (CEEC) [Swinnen, 2006]. 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 optimise inter-firm relationships with local suppliers. Such a development leads to the development of vertically cooperating supply chain networks. A supply chain network generally represents long-term and repetitive, formal and/or informal relationships among more than two firms participating in a particular supply chain. Supply chain networks are especially important for the development, signalling 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 model of the supply chain network success; and 2) provide implications for chain management in CEEC.
In order to fulfil this aim, we first outline the theoretical background of supply chain networks and the strategic chain management. Coming from these foundations, we further represent the model of the supply chain network success. Subsequently, we discuss the model in the context of food chain management in CEEC. We take the food sector as the example because food quality is of highest priority in all countries, without exception.
Supply Chain Networks and Strategic Chain Management
The objective of most of the supply chain networks is to produce higher quality and/or higher efficiency by cooperation rather than by full integration of the supply chain or by market transactions. Within such pyramidal-hierarchical strategic networks, the focal company is liable with its reputation for each product being produced by its supply chain network [Hanf, Dautzenberg, 2006]. Since the focal company is liable without limitation for the correctness of the product, it must be familiar with the network’s structure to avoid any type of defect within the network. 

Structuring of exchange relationships with the supply chain partners requires that the focal company properly deals with the problems of cooperation and coordination [Gulati et al., 2005]. Because problems of cooperation arise due to the conflicts of interests, the cooperation task is to align the interests of the participating actors. The problems of coordination appear as a consequence of uncertainty about the actions of interdependent actors. Therefore, coordination is related to joint actions and can be generally defined as the alignment of actions. Overall, it is necessary to address the cooperation and coordination problems simultaneously within the overall collective strategy [Hanf, Dautzenberg, 2006].

A number of studies, e.g. [Bresser, Harl, 1986] have addressed collective strategies as the type of strategies that are implemented by collaborating organisations to deal with variation in inter-organisational environment. In the network context, collective strategies aim not only to shape network processes and relationships but also to ensure the achievement of the specified network outcomes [Sydow, Windeler, 1998]. Therefore, a collective strategy can be subsumed as a framework of activities to achieve network goals.
The achievement of goals underlies most interpretations of success and performance [Ariño, 2003]. Studies on networks that derive implications for network management directly or indirectly deal with the issue of network success. However, paradoxically, most studies take the issue of network goals for granted and consider them rather implicitly. Additionally, even those studies which explicitly take into account network goals in fact analyse how goals of single firms in a network are achieved and ignore the notion that a network as any collaboration is characterised by common goals alongside with individual goals. As such, we contend that our knowledge of the supply chain network’s success is incomplete because wide elaborations on common goals are missing while individual goals receive enough attention. In order to overcome this challenge, we further represent the model of supply chain network success.
The Model of Supply Chain Network Success

As it turns out from the above discussion, success of a supply chain network encompasses the construct of network goals as well as the constructs of factors that affect the achievement of goals. The current section theoretically elaborates on these constructs.
Supply Chain Network Goals

Just as literature takes notice of co-existence of common and individual goals in inter-organisational relationships and networks [Winkler, 2006], we argue that the supply chain network’s goals encompass network-level and firm-level goals.

We understand network-level goals as the predefined set of outcomes which can be achieved only if all the network actors work together to achieve them. Collaboration with such common goals creates long-term collaborative advantages and is even necessary because common goals serve as an integrating mechanism [Winkler, 2006]. The examples of network-level goals in the public sector are strengthened community capacity to solve public problems and responsiveness to natural or man-made disasters [Provan and Kenis, 2007]. In CEEC, the network-level goal in most supply chain networks is the achievement of chain quality, i.e. undisrupted supplies in quantity and quality. Thus, single firms entering the network have to take into account that the network has network-level goals which require investments in time, effort, and money.

Goals of individual organisations, i.e., firm-level goals, have to be addressed simultaneously with network-level goals. Such goals might include access to resources or markets, increased sales, risk reduction, etc. Non-achievement of goals of the particular network members can facilitate an endeavour by those members to exit a network implying substantial losses or even a network’s collapse if those members cannot be equally substituted.

A sustainable network will, thus, only be established when benefits occur for the actors in the network. Hence, attempts to achieve individual goals can influence the achievement of common goals and vice versa. In this respect, collective strategies implemented in networks have to address the alignment of interests and the alignment of actions. These tasks can be also regarded as network goals or, better said, sub-goals because they are set by the network’s management to enable the achievement of network-level and firm-level goals.
The extent to which goals of the different network levels as well as the alignment of interests and the alignment of actions are achieved depends on a range of factors stemming from the network relational characteristics. Only by considering those factors properly can the supply chain network’s management ensure success for the whole network.

Supply Chain Network Success Factors

The network’s success factors belong to three types of relational characteristics: network structure, network membership, and tie modality [Gulati et al., 2000]. Network structural characteristics describe the overall pattern of relationships in the network. Network member characteristics include the identities, resources and other features of the network actors. Tie modality is the set of institutionalised rules and norms that govern appropriate behaviour in the network [Gulati et al., 2000]. Based on the literature on management of inter-firm relationships and networks, we operationalise characteristics of supply chain networks, i.e., structure, membership and tie modality (Figure 1).
Network Structural Characteristics

Supply chain networks consist of a multitude of participating firms. Therefore, the upstream and downstream flows of resources and information have to cross various stages of the chain. As a result, supply chain networks are highly complex systems, and they bear the high risk of failure. Hence, reducing complexity is one of the most important tasks in chain management. In our opinion, the structure of supply chain networks can be characterised by levels of chain transparency and interdependency among actors [Theuvsen, 2004].
Because of the complex nature of supply chain networks, their structure is often not made public to all network members, and a feeling of anonymity appears. Such missing transparency of the network structure increases the probability of free-riding. Thus, the level of chain transparency gains in importance as one of the factors that impact the achievement of SCN goals.

Additionally, network structure is characterised by numerous interdependencies among network members. Generally, interdependency is created when decisions and actions by one partner influence the decisions and actions of partnering firms. Thus, the level of interdependency among actors can have substantial effect on the achievement of SCN goals.

Network Membership Characteristics

Although research on networks focuses primarily on the interrelationships of firms, single enterprises can be regarded as initial elements because collaborations do not exist without them. We operationalise the network membership characteristics via the constructs of network-level capabilities and general cooperativeness of actors [Khanna et al., 1998].
Network science highlights that collaboration is determined by the complementary abilities of the involved firms. However, in supply chain networks, the core competencies and resources of the involved firms often differ, precluding additional rents from collaboration. In this context, the existence of network-level capabilities, i.e. abilities by actors to work in a network gain in importance. These capabilities include necessary managerial skills and abilities to establish learning routines, build up unique and network-specific knowledge, use modern information technologies, etc.
It is also important to notice that collaborations do not inevitably create advantages for the involved firms; instead, especially during their establishment, they absorb resources. Therefore, without the firm’s willingness to cooperate or, in other words, their general cooperativeness we assume that the collaboration does not prevail. Furthermore, since supply chain networks are formed to last over a long period, general cooperativeness is not only essential at the beginning of collaboration but throughout the whole period.
Tie Modality
The nature of the relationships in a network could be either collaborative or opportunistic, setting the tone for the form of interactions among the actors as either benign or rivalrous [Khanna et al., 1998]. In this context, it is important whether inherent distinctions among actors are smoothed in the way and to the extent that the negative consequences of relationships are precluded. We, therefore, define the use of power and the conflict resolution as the constructs that characterise tie modality in a supply chain network.
In supply chain networks, increasing specific investments create the chance for the other party to renegotiate the terms of the deal. Overall, it is feasible to use power to overcome problems of opportunistic behaviour by the network members. Furthermore, to achieve partners’ compliance, it has to be decided which type of power to use, i.e., coercive or non-coercive. Some authors, e.g., [Leonidou et al., 2008] emphasise that the use of non-coercive power (e.g. rewards, recommendations, etc.) has positive impact on the relationships among actors while the use of coercive power (e.g. sanctions, etc.) negatively affects the relationships.
Nevertheless, inter-organisational relationships are often characterised by conflict that originates from inherent interdependencies among parties. An understanding of how conflict is resolved is important because the impact of conflict resolution on the relationship can be productive or destructive. For example, the mechanisms of joint problem solving and persuasion are suggested to have a positive impact on the achievement of network goals while domination, smoothing over or ignoring the issue are seen as counter-productive [Mohr, Spekman, 1994].
Discussion: Implications for Food Chain Management in CEEC
As shown by recent studies, coordination of the vertical food product flows tends to be complex and multifaceted in Central and East-European countries. Also, there is clear evidence that chain management is being introduced and supply chain networks are being formed [Swinnen, 2006]. Due to growing importance of the phenomenon, we suggest that there is a need for its in-depth research to clarify how supply chain networks can be better managed. Thus, the model presented in this study can be considered as one of the efforts to advance the strategic chain management in the agribusiness of CEEC.
Agri-food chains in CEEC exhibit a high degree of volatility and weak contract enforcement with frequent break-offs of exchange relationships in order to please short-term pecuniary advantages. In this respect, one of the most important aspects of our model is the differentiation between firm-level and network-level goals. Although both have to be achieved to ensure the supply chain network success, it is often neglected that collaboration is about common goals. In particular, common or network-level goals become important today, when there is a shift from competition between single firms towards competition between supply chains or networks. To sustain competitive advantage for the whole supply chain network, it is necessary that strategic importance is attached to relationships in the network and that collaboration in the network lasts over a long period. In this context, common or network-level goals serve as glue that holds the network members together and makes them act in the best interests of all the parties.
Additionally, it has to be considered that a supply chain network is deliberately formed by a focal actor. The focal company initiates implementation of the collective strategy and sets the network-level goals. Since the other network actors often have abstract idea of those goals because of their unclear formulation, they tend to recognise network-level goals as firm-level goals of the focal actor and abstain from investing into their achievement. It is, thus, important that network-level goals are explicitly addressed by the focal company. Otherwise the reason for collaboration will vanish for the other actors as soon as their benefits from collaboration slightly decrease.
Difficulties in establishing long-term relationships are not limited to poor contract enforcement. Firms in CEEC face high adjustment costs to the ongoing restructuring processes at the procurement and the distribution stages. This facilitates the strong cost orientation of most firms. As a result, different firms exhibit varying attitudes towards such network-level goals as chain quality. Thus, consideration of network structural characteristics, i.e., chain transparency and actors’ interdependency, gains in importance. To overcome difficulties arising from disctinctions, we propose to divide the chain management into a strategic part and an operative one. It should be much easier to formulate an integrated and consistent management system with such a division. The strategic chain management will bear traits that are oriented to the long term, i.e., all instruments fortifying the network should be involved. In particular, the bundle of instruments should allow for 1) the explicitness of network-level goals, 2) the alignment of firm-level goals with network-level goals, 3) the alignment of interests of single actors, and 4) the alignment of actions of single actors. The operative chain management will be more short-term and efficiency oriented focusing more on 1) the alignment of interests of single actors as an initial condition for cooperation, and 2) the alignment of actions to ensure expected firm-level benefits.

Correspondingly, different levels of strategic importance will be attached to leveraging the network’s success factors which represent network member characteristics and tie modality. Symptomatically for CEEC, collaboration with suppliers can be established based on suppliers’ general cooperativeness and reputation quests. However, to establish strategic chain management, the suppliers’ willingness to cooperate has to be maintained over a long period. Therefore, future benefits from collaboration have to be outlined.
The development of more specific implications for the food chain management in CEEC requires empirical testing of the model presented in this paper. At the current stage, our model represents a holistic proposition that takes notice of factors to be taken into account by chain management in the process of creating and guiding a successful supply chain network. Additionally, we were able to outline some possible directions to achieve success for supply chain networks in CEEC.
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