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1. Introduction

As suggested by the proponents of the relational view of 
strategic management, the advantages of an individual 
firm are often linked to the advantages of the network of 
relationships in which the firm is embedded (Dyer and 
Singh, 1998). Accordingly, there is an ongoing discussion 
on how to manage a firm’s network of relationships 
successfully, i.e. such that the firm’s competitive advantage 
is sustained (Dyer and Hatch, 2006; Gulati et al., 2000; 
Kale et al., 2002).

It seems, however, that the discussion about network 
management has not exhaustively addressed the ‘network 
management – network success – firm success’ cause-
and-effect chain. Given that success generally means the 
achievement of goals, we argue that the ‘network success’ 
link has been under-studied, in particular, because of 
incomplete interpretation of network goals. In fact, most 
empirical studies that declare their focus on the network 
success or performance address the achievement of goals 
by an individual firm participating in a network and analyse 
the role of network-related ‘collective constructs’ such as 
inter-firm trust, commitment and relational norms (Medlin, 
2006: 860) in achieving those goals. Yet, goals that are set 
at the network level, i.e. collectively pursued outcomes, are 
mainly neglected although their presence and relevance 
in inter-organisational relationships has been widely 

emphasised (e.g. Pitsis et al., 2004; Van de Ven, 1976; 
Winkler, 2006)1.

As shown by Medlin (2006), collective constructs need to 
be studied in the context of both collective and self-interest 
outcomes. Focussing solely on the goals of an individual 
firm in a network will provide biased results with respect 
to management styles that are actually based around self 
and collective interests, i.e. around the whole network of 
relationships. Thus, without simultaneous consideration 
of goals at the firm and network levels and without an 
understanding of how the network should be managed in 
this respect, the whole network’s success will remain under-

1 Empirical investigations of the achievement of collective goals have 

been undertaken in the context of dyads, e.g. in strategic alliances 

(Ariño, 2003; Schreiner et al., 2009), strategic partnerships (Mohr 

and Spekman, 1994) and dyadic supply chain relationships (Paulraj 

and Chen, 2005). Provan and Milward (1995) have considered 

network-level goals in their study of network effectiveness in public 

sector. Gellynck et al. (2008) measured supply chain performance 

in the traditional food sector as the level of achievement of goals 

common to all the supply chain parties. However, to the best of 

our knowledge, empirical analysis of collective goal achievement 

at the network level has not been yet carried out in the strategic 

management context. Neither has it combined the achievement 

of network-level goals with the achievement of firm-level goals.
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defined and the validity of the derived implications will be 
challenged.

Therefore, the aim of this study is to develop and test 
the model that includes the relationships between goal 
achievement at the firm and network levels, and the 
theoretical constructs that are conceptualised as the 
determinants of goal achievement. We test our model of 
the whole network’s success in the context of supply chain 
networks in the food industry. In particular, our study 
examines the relationships (1) between a food manufacturer 
and its independent (upstream) suppliers and (2) between 
the food manufacturer and its independent (downstream) 
customers.

The article proceeds as follows. First, we delineate 
the theoretical foundations of supply chain network 
management. In this part, we build on prior research on 
management of procurement relationships to generate 
hypotheses that constitute our conceptual model. Next, 
we test the model and discuss the results. Finally, we derive 
some implications.

2. Theory and hypotheses

As maintained by the representatives of the Centre for 
Research in Strategic Purchasing and Supply (Christopher, 
1992; Harland et al., 2001; Lamming et al., 2000), the 
concept of supply chain networks encompasses a more 
manageable set of issues compared to the broad concept 
of unmanageable networks defined by the IMP Group (Ford, 
1990; Håkansson and Snehota, 1995). This involves the 
tasks performed in supply chains to serve end-customer 
segments now and in the future (Christopher, 1992). Given 
the growing strategic importance of customer-orientation 
and of the related issues, one can generally postulate that 
supply chain networks are strategic networks, i.e. they are 
comprised of intentionally formed interfirm relationships 
that are strategically important for the involved firms. 
Indeed, supply chain networks possess all the important 
features of strategic networks (Jarillo, 1988) as they involve 
highly intensive, recurrent and long-term relationships 
between network members; they are characterised by a 
pyramidal-hierarchical type of coordination; and they 
possess a focal firm which coordinates the network.

A focal firm can be defined as the one that possesses 
prominence and power gained through individual attributes 
and a central position in the network structure and that uses 
its prominence and power to perform a leadership role in 
pulling together the dispersed resources and capabilities 
of network members (Dhanaraj and Parkhe, 2006: 659). 

From the perspective of the focal firm, value must be created 
in the network, and effective creation of value hinges on 
deliberate, purposeful coordination efforts (Dhanaraj and 
Parkhe, 2006; Möller et al., 2005).

The focal firm coordinates the network to fulfill certain 
tasks (Möller et al., 2005). For example, a task of the focal 
company is the creation of appropriability regimes that 
disable ‘cheating’ within the network and preclude transfer 
of valuable knowledge to competing networks. Furthermore, 
given unstable linkages and competitive pressures among 
network members, another task of the focal firm is to foster 
network stability. Network stability must be primarily 
understood as dynamic (not static) stability, which aims 
for a non-negative growth rate; while allowing for entry and 
exit of network members. By its strategic choice of partners, 
a focal firm can significantly change network membership 
and structure. Through recruitment and brokering activities, 
the focal firm can control its network position, maintaining 
its centrality and status (Dhanaraj and Parkhe, 2006).

The above arguments may give an impression that a focal 
firm is in substantial control of surrounding firms. However, 
in reality, the focal firm’s control over a supply chain network 
is not exhaustive because the supply chain network involves 
numerous legally independent organisations. Provided that 
all network members actively pursue their own self-interests 
and no member is inert, it is in this context of absence 
of hierarchical authority that the leadership by the focal 
firm becomes essential. Thus, although the focal company 
faces more situations when it is in a more powerful position 
than other network members, the network management is 
as much about management of the network as it is about 
management in the network (Ritter et al., 2004: 177).

The main challenge for the focal actor in managing the 
supply chain network is adaptation to uncertainty which 
depends on how the connected relationships are organised 
(Jap and Ganesan, 2000; Wathne and Heide, 2004). For 
example, a manufacturer’s ability to adapt in a flexible 
manner to uncertainty in the downstream relationship 
can be contingent upon its effectiveness in structuring the 
relationship with its upstream supplier and vice versa. In 
this regard, Gulati et al. (2005) have posited that adaptation 
in the procurement relationship involves fulfilment of the 
coordination and cooperation tasks. The coordination task 
is the alignment of actions, i.e. enabling a joint action, 
whereas the cooperation task is the alignment of interests, 
i.e. motivation of the exchange parties. Furthermore, Hanf 
and Dautzenberg (2006) have shown that individual and 
collective interests as well as individual and collective actions 
are entwined in supply chain networks and, therefore, 

 h
ttp

s:
//w

w
w

.w
ag

en
in

ge
na

ca
de

m
ic

.c
om

/d
oi

/p
df

/1
0.

39
20

/J
C

N
S2

01
3.

x2
26

 -
 T

ue
sd

ay
, F

eb
ru

ar
y 

13
, 2

02
4 

9:
31

:3
1 

PM
 -

 I
P 

A
dd

re
ss

:1
23

.6
3.

87
.1

85
 



� Firm and whole chain success: network management in the Ukrainian food industry

Journal on Chain and Network Science 13 (2013)� 49

interests and actions must be aligned at the firm, dyadic 
and network levels simultaneously (Duysters et al., 2004). 
Both partnering and supply chain management strategies 
have to be derived from the overall collective strategy (Hanf 
and Dautzenberg, 2006: 80).

The strategic management literature has mainly addressed 
collective strategies in the context of their orientation 
towards reduction of variation in the inter-organisational 
environment (Bresser and Harl, 1986). However, in the 
strategic network context, collective strategies aim not only 
to shape the network processes and relationships but also 
to achieve certain network goals (Sydow and Windeler, 
1998: 268). In a strategic network in which a focal firm 
is responsible for the correctness of attributes of the final 
product (Hanf and Dautzenberg, 2006), a collective 
strategy will usually be goal-oriented. As an example, in 
2005 Nestlé formed its milk powder supply chain network 
in Russia by setting up effective guidelines for managing 
relationships with suppliers and customers. Following 
these guidelines, Nestlé enhanced long-term vertical and 
horizontal cooperation among the network members to 
address issues related to antibiotics, good dairy farming 
practices, HACCP, organoleptic quality and taste deviations. 
As a result, rejected milk powder quantities have decreased 
from 20% to 3% in one year. Nestlé introduced incentives 
for farmers to produce quality and avoided 6 million euro 
costs that would have resulted from import substitution. 
Finally, Nestlé has been successful in selling its confectionery 
and ice cream products in Russia (Nestlé CT Agriculture, 
2006). In this example, the strategies of food safety and 
chain quality goals, as well as the economic goals of Nestlé 
and its partners have been achieved. These same themes are 
considered with respect to the Nestlé network in Alvarez 
et al. (2010) concerning governance in multi-stakeholder 
networks in coffee supply and highlight the importance 
of trust in the development of sustainable relationships.

The notion of goal-orientation by collective strategies can 
be supported by the findings of organisational studies. 
For instance, Locke (2004) has shown that the focus on 
goals generates insight into the design of organisational 
structures and incentive systems, whereas Ethiraj and 
Levinthal (2009) have emphasised that goals are necessary 
to direct and coordinate behaviour. Consequently, we 
posit that network goals may be used to define what the 
supply chain network’s success is. Beyond that, we suggest 
that a collective strategy may be perceived as a framework 
of activities to sustain a network’s success because it aims 
at the achievement of network goals. We further describe 
the dimensions of network success in detail and develop 

hypotheses on the interrelatedness of constructs that 
compose these dimensions.

3. Framework of supply chain network goals

Earlier studies on the management of interfirm 
relationships in networks have explicitly emphasised that 
the implementation of goals set in networks depends on the 
extent to which relationships are connected and organised 
(Anderson et al., 1994; Ritter et al., 2004; Wathne and 
Heide, 2004). This is especially the case for intentionally 
developed strategic networks (Möller et al., 2005; Sydow and 
Windeler, 1998). Intentionality behind strategic networks 
implies that companies deliberately engage in their design 
and development to achieve specific goals through these 
networks. Consequently, there exists an interrelationship 
between goals and network structure. Goals pursued through 
a network are assumed to influence the type of member 
interdependence and the effective ‘governance form’ (Möller 
and Svahn, 2003: 205), whereas the relationships among 
members have to be structured such that the intended goals 
are achieved (Schreiner et al., 2009). Thus, the collective 
strategy has to consider both structuring of network 
relationships (i.e. the alignment of interests and actions) 
and the achievement of goals of the network.

However, the theorists of collective strategies mainly 
emphasise orientation towards simultaneous resolution 
of the cooperation and coordination problems by 
collaborating partners. At the same time, Möller et al. (2005) 
emphasise that the goal of the strategic network is one of 
the core factors that promote understanding of the strategic 
network management. In strategic networks, collective 
strategies should aim not only at shaping network processes 
and relationships per se but also at achieving the specified 
network outcomes. Therefore, the whole supply chain 
network has to work as a single entity based on a collective 
strategy to sustain its advantage over competing supply 
chain networks. Surprisingly, a systematic literature review 
reveals that there has been little consideration of collective 
strategies as a network’s plan of actions to achieve certain 
goals. Also, there has been little research conceptualising 
the goals of supply chain networks and the role they may 
play in managing a network.

With respect to the numerous collaborative failures 
experienced by firms due to goal conflicts (Brinkhoff and 
Thonemann, 2007; Madhok and Tallman, 1998), it is 
unlikely that network-level goals are adequately addressed 
in practice. In general, the lack of understanding of goals 
pursued through supply chain networks can mislead the 
supply chain network management in developing and 
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implementing collective strategies to achieve goals and, 
thus, cause failure in sustaining the competitive advantage 
for the whole supply chain network.

In this context, we present the framework of goal 
achievement that involves three major components: (1) 
the achievement of network-level and firm-level goals; 
(2) the fulfillment of tasks of chain management; and (3) 
the factors that influence the fulfillment of tasks of chain 
management (Figure 1). Furthermore, we develop and test 
empirically ten respective hypotheses.

Goals of network members

The entwinement of self and collective interests implies 
that the success of individual network members is critical 
to the success of the whole network and, conversely, 
positive outcomes for the whole network contribute to the 
firm’s success. Thus, the success of a supply chain network 
will involve the achievement of network members’ goals 
which can be addressed in relation to the abovementioned 
levels of a network. At the firm level, firms are setting their 
individual goals whereas they are setting the collective goals 
at the dyadic and network levels. However, our focus on 
the strategic network as a whole enables us to ignore the 
dyadic level of analysis. As emphasised by Provan and Kenis 
(2007: 3), ‘interactions related to resource allocation as well 
as coordination and control of a joint action require that 
the focus is on the network as a whole’.

Under network-level goals we understand the predefined 
set of outcomes that are shared by all network members 
and that can be achieved only if all network members 
work together. Although such shared goals have rarely 
been addressed in empirical analyses (Sydow and Windeler, 
1998), their achievement can be regarded as the essence 
of collaboration (Pitsis et al., 2004). Historically, joint 
development and application of emerging technologies 
had an impact on network goals; a good example of this is 
in Sparks and Wagner (2003), who identified information 
technologies (ECR, CPFR) as the driver of retail exchanges 
in supply chains. Further examples of network-level goals 
in the food industry include various aspects of food safety 
and quality addressing primarily increasing consumer 
demands and the risk of food scandals, e.g. goals such as 
total chain quality, end consumer satisfaction, etc. The 
resolution of such complex, rather non-pecuniary issues 
involves tight collaboration between all network members 
(Hingley, 2005). We define network-level goals as the shared 
outcomes; and in strategic networks they have to be seen as 
viable and acceptable primarily by the powerful stakeholders 
(Sydow and Windeler, 1998: 274). As a type of strategic 

network, a supply chain network (as typified in retailer-
supplier channels) is most often deliberately established 
by a powerful chain captain or category manager (Fearne, 
1998; O’Keefe and Fearne, 2002), as either distributor- or 
manufacturer-brand owner, who selects appropriate supply 
chain partners to develop products under its brand (Belaya 
and Hanf, 2009; Lindgreen and Hingley, 2003); and where 
trust in supply chains and networks is paramount. We 
therefore suggest that the network-level goals are firstly 
defined by a powerful focal firm. This is reflected in the 
category management approach concerning the UK grocery 
retailer Waitrose, described in O’Keefe and Fearne (2002), 
whereby the retailer engenders category leadership and 
aligns the supply network to the needs of the consumer.

We do not aim to contest the importance of firm-level goals, 
i.e. goals which single firms want to achieve for themselves 
by participating in a network. Instead, we emphasise that 
goals of the whole supply chain network involve network-
level and firm-level goals.

Goals of cooperation and coordination

As already mentioned in this paper, one of the objectives 
of the focal firm is to secure the supply chain network from 
an unplanned dissolution of relationships. To that end, the 
network’s management should balance the contradictory 
forces that may work to unsettle the status quo (Das and 
Teng, 2000: 85). In particular, these contradictory forces 
are likely to occur in supply chain networks wherein most 
partners are profit-seeking organisations. As emphasised 
by Eliashberg and Michie (1984: 75), goals pursued by 
the parties may be one of the chief determinants of the 
prevailing level of conflict among those parties. We contend 
that this statement is also valid to address conflict between 
the firm and network levels because goals at the firm level 
and at the network level are set by the different network 
actors. Although conflict can be a stimulant for some 
positive outcomes, it is widely argued that organisations 
perform better when there is more goal consensus than 
conflict (Provan and Kenis, 2007). According to Doz (1996), 
consensus among network members largely depends on 
their perception of compatibility of goals. This perception 
tends to change over time and generally reflects the extent of 
interest divergence that arises from persistent organisational 
and social differences between the network members (Doz et 
al., 2000; Sarkar et al., 2001). Given this fact, we suggest that 
the extent to which disagreements among network members 
affect the achievement of their goals will depend on how 
successfully the cooperation goal of interest alignment is 
achieved.
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The alignment of interests can be regarded as the 
establishment of good working relationships among 
the parties. It addresses factors such as the degree of 
compatibility of firms’ cultures and decision-making styles, 
a convergence of business views, and other organisational 
characteristics (Ariño et al., 2001). The alignment of interests 
of the network members facilitates higher levels of relational 
capital (i.e. prompts trustful relationships, commitment and 
low levels of conflict among members) so that confidence in 
the reliability and integrity of the partners is gained (Kauser 
and Shaw, 2004). Thus, the alignment of interests largely 
facilitates the network members’ perception of compatibility 
of network-level goals with firm-level goals. Finally, 
interest alignment can be defined as the degree to which 
the members of the organisation, e.g. strategic network, 
are motivated to behave in line with organisational goals 
(Gottschalg and Zollo, 2007). We therefore hypothesise that:

H 1: �The alignment of interests has a direct positive effect on the 
achievement of network-level goals

H 2: �The alignment of interests has a direct positive effect on the 
achievement of firm-level goals

However, we argue that a supply chain network may fail 
even if goal conflict is minimised but the network-level and 
firm-level goals are not achieved due to unsynchronised 
actions of partners or failure to react in time to each other’s 
requests. Therefore, we suggest that it is also important to 
achieve the coordination goal of action alignment.

The alignment of actions is necessary to implement 
concerted, joint actions needed to capitalise on the 
specialised but interdependent activities of partners 
(Thompson, 1967). In the context of strategic networks, 
the firms need to combine and integrate their resources 
and knowledge across organisational boundaries to create 
competitive advantage (Gulati et al., 2000). Consequently, 
there exists high task interdependence between partners that 
involves managing a complex and overlapping division of 
labour, linking their specific activities with each other, and 
making regular mutual adjustments. In such a situation, 
the greater the joint efforts taken by the partners to manage 
their activities, and/or the more a partner becomes involved 
in activities that are traditionally considered the other’s 
responsibility and vice versa, the greater their ability to 
compete successfully with the marketplace (Schreiner et al., 
2009: 1402). Furthermore, the alignment of actions enables 
organisations to gather high-quality information about the 
others and creates strong disincentives for opportunistic 
behaviour (Sarkar et al., 2001). The aligned actions will 
consequently imply that partners provide timely and 

reliable responses to each other’s work-related needs, being 
responsive to concerns arising at the firm level of individual 
partners as well as at the network level. Accordingly, we 
hypothesise:

H 3: �The alignment of actions has a direct positive effect on the 
achievement of network-level goals

H 4: �The alignment of actions has a direct positive effect on the 
achievement of firm-level goals

Determinants of goal achievement

In order to evaluate strategic networks, Gulati et al. (2000) 
have proposed considering three types of relational 
characteristics: network structure, network membership, 
and tie modality. Network structural characteristics describe 
the overall pattern of relationships in the network. Network 
member characteristics include the identities, resources, 
access, 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: 
205). Based on strategic management literature, we draw 
upon the ideas of Gulati et al. (2000) to analyse respective 
constructs that reveal how the network structure, network 
member characteristics, and tie modalities affect the 
achievement of goals of the network management.

Network structural characteristics

Supply chain networks consist of a multitude of participating 
firms. Therefore, the embedded upstream and downstream 
flows of resources and information have to cross various 
stages of the chain while the involved firms differ widely 
in size. As a result, supply chain networks are highly 
complex systems and they are at high risk of failure (Brito 
and Roseira, 2005). Hence, reducing complexity is one of 
the most important tasks. In particular, the supply chain 
network’s management has to consider comprehensively 
the levels of transparency and interdependence.

Transparency refers to the extent of coverage from upstream 
industries to downstream industries within the supply 
chain and how apparent information is to downstream 
industries (Theuvsen, 2004: 125). Dyer and Singh (1998) 
have emphasised the role of transparency in transferring 
knowledge among partners. 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 
may arise. This lack of transparency in the network structure 
increases the probability of free-riding. Transparency is 
associated with open communication. Therefore, it will be 
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primarily conducive to enabling the partners’ knowledge 
of each other’s decision-making styles, and certainty each 
other’s intentions. We accordingly hypothesise that:

H 5: �Higher levels of transparency have a direct positive effect on 
the alignment of interests in the whole supply chain network

Interdependency is acknowledged by firms when they 
join forces to achieve mutually beneficial outcomes 
(Mohr and Spekman, 1994). However, beyond the focal 
firm’s set of first-level contacts, there is normally a limited 
amount of intentionality possible in terms of coordinating 
the whole network (Gulati et al., 2000). In this context, 
higher interdependence between the focal firm’s partners 
and their partners makes it possible for the mechanisms 
employed by the focal firm to coordinate its direct partners 
to affect the indirect partners too. Thus, a higher level of 
organisational and task interdependence among network 
members is necessary to reduce complexity and alleviate 
uncertainty about the whole network on the part of chain 
management. Furthermore, higher levels of interdependence 
among the supply chain network members imply that the 
network functions as a single entity and is characterised by 
a joint action to achieve the desired goals. Based on these 
arguments, we hypothesise:

H 6: �Higher levels of interdependence between the focal firm 
and its direct partners have a direct positive effect on the 
alignment of actions by the focal firm in the whole supply 
chain network

Network membership characteristics

Research on networks focuses primarily on the 
interrelationships of firms but single enterprises can 
be regarded as initial elements of networks because 
collaborations do not exist without them. Inter-firm 
collaboration has been widely defined as the means by 
which firms achieve the ends which would be impossible 
without working together (Van de Ven, 1976). Each partner 
in a network dedicates its unique resources and capabilities 
which, when combined with partners’ resources and 
capabilities, can create inimitable and non-substitutable 
value (Dyer and Singh, 1998). We therefore express the 
network membership characteristics by the constructs of 
firms’ complementarities and coordination capabilities.

Network members’ complementarities create incentives for 
firms to collaborate. It is worth noting that collaborations 
do not inevitably create advantages for the involved firms; 
instead, especially during their establishment, they absorb 
resources. Consequently, without the firms’ willingness to 

cooperate, collaboration will not prevail. Thus, firms have 
to recognise collaboration not as a constraint but as a means 
to access complementary resources. Furthermore, since 
supply chain networks are formed to last over a long period, 
complementarities are essential not only at the beginning 
of the collaboration but throughout the whole period. 
Thus, complementarities in culture and strategies (Park and 
Ungson, 2001) combined with resource complementarities 
(Dyer and Singh, 1998) will be conducive to action 
alignment among the network members.

H 7: �Higher levels of complementarity among network members 
have a direct positive effect on the alignment of actions in 
the whole supply chain network

Coordination capabilities of firms include the necessary 
skills and abilities to establish learning routines, build 
up unique and network-specific knowledge, use modern 
information technologies, etc. Despite the fact that 
collaboration is determined by the complementary abilities 
of the involved firms, only a part of the firm’s strategic 
resources is synergy sensitive (Dyer and Singh, 1998). The 
need for and the explicit knowledge of firm strategies, 
culture, and values differ with the firm size, i.e. the network 
members’ understanding of strategic management differs. 
Additionally, the core competencies and resources of the 
involved firms often differ, precluding additional rents 
from collaboration (Dyer and Hatch, 2006). Therefore, 
coordination capabilities involve the ability to identify and 
build consensus about task requirements in a given network 
(Schreiner et al., 2009). To this effect, higher coordination 
capabilities of the network members have the potential to 
enhance their concerted action (Schreiner et al., 2009). As 
a result, we hypothesise:

H 8: �Higher levels of coordination capabilities of the supply 
chain network’s members have a direct positive effect on 
the alignment of actions in the whole network

Tie modalities

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 competitive. Whereas we acknowledge that the 
ultimate tie modalities will be reflected by the extent of 
interest alignment, it is important to clarify how inherent 
distinctions among actors are smoothed to preclude the 
negative consequences of relationships. As is known, in 
today’s procurement relationships, more and more specific 
investments must be made. Such investments create the 
chance for the other party to renegotiate the terms of the 
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deal (David and Han 2004). To overcome problems of 
opportunistic behaviour by the network members, some 
scholars pose that it is feasible to exert power and still have 
two-way relationships in networks (Cox, 2004; Hingley, 
2005; Hingley et al., 2011). The Cox (2004) view for example, 
is that buyers and suppliers need to understand the power 
regime that exist between them in supply chain networks 
because only then can they identify the appropriate way 
to manage their relationships. Hingley (2005) concurs 
and proposes that expression of power does not prevent 
workable network relationships being established and 
from continuing. Others recommend employing trust-
based enforcement mechanisms (Dyer and Singh, 1998). 
Furthermore, several studies emphasise that the use of 
non-coercive power (e.g. rewards, recommendations, etc.) 
has a positive impact on the relationships while the use of 
coercive power (e.g. punishment, threats, etc.) negatively 
affects the relationships (Leonidou et al., 2008; Payan and 
McFarland, 2005). We verify these suggestions by analysing 
the effects of trustful relationships and non-coercive power 
on the alignment of interests.

H 9: �Higher levels of trustful relationships among the supply 
chain network’s members have a direct positive effect on 
the alignment of interests in the whole network

H 10: �Higher levels of the use of non-coercive power by the 
focal firm have a direct positive effect on the alignment of 
interests in the whole supply chain network

4. Methodology

Survey design

An in-depth analysis of supply chain networks and 
problems arising in them might be facilitated by considering 
the business environments in emerging or transition 
economies. In those economies, the chain managers still 
face various infrastructural and financial constraints and, 
therefore, they may have better possibilities to track the 
origin of problems arising in interfirm relationships. 
For example, in the food industry of Central and East-
European countries (CEEC), production capacities are 
often underutilised due to the prevalence of small-scale 
producers in agricultural production. This category of 
producers is often unable to meet the quality and quantity 
requirements of food manufacturers and faces a financial 
burden for the introduction of logistics management 
concepts. Additionally, modern IT-infrastructure is seldom 
used. Such circumstances substantially impede procurement 
relationships between actors (Gagalyuk and Hanf, 2009).

At the same time, the economic transition in CEEC is 
characterised by two interrelated processes which are 
particularly conducive to the development of supply chain 
networks. These processes are business internationalisation 
and verticalisation. With regard to business inter
nationalisation, an important remark is that financially 
strong Western companies have the capability of disrupting 
the structure of foreign markets and installing their own 
business ideas in new market environments on a grand scale 
(Dries and Swinnen, 2004; Dries et al., 2004; Gagalyuk and 
Hanf, 2009; Swinnen, 2006). It has been observed that the 
internationalising firms try to arrange a sound supply side 
for their business abroad. Eventually, these efforts result 
in verticalisation (Balmann et al., 2006; Boehlje, 1999), 
i.e. sophistication of the procurement processes and, thus, 
the use of branding and chain management concepts. As a 
result, procurement systems evolve where a focal company 
coordinates the product flows and the information flows 
by building supply chain networks (Coe and Hess, 2005; 
KPMG, 2001). In this context, the empirical focus of our 
study is directed towards Central and Eastern Europe 
in general and the Ukrainian transitional economy in 
particular.

To test the model, data was collected from branded food 
manufacturers in Ukraine. We assume a branded food 
manufacturer to be a focal company in a network of firms 
that work together to bring the branded product to the 
market. The branded food manufacturer is responsible 
for the attributes of the branded product and is therefore 
knowledgeable about the network to a large extent. The 
database of the firms was obtained from a local market 
research company. In total, 359 firms were included in the 
database2.

A questionnaire was designed based on a review of literature 
on such variables as strategic partnership and supply chain 
and strategic alliance performance (see Appendix 1 for 
the questions and the next section for respective literature 
sources). Then, the questionnaire was pretested with five 
food chain specialists. The specialists included buying and 
quality managers of the international food retailers, a CEO 
of the international standardisation bodies and a CEO of a 
non-governmental organisation active in the food business. 
The respondents were asked to make their comments on the 
order of questions, wording and format of the questionnaire. 
Their feedback was used to modify the questionnaire.

2 At time of interviews, there were 627 branded food manufacturing 

companies in Ukraine.
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Telephone interviews were used for data collection. 
Interviews were conducted in the period from September 
1 to November 30, 2009. 101 telephone interviews (with 
an average duration of 20 minutes) were conducted among 
359 branded food manufacturing companies. This resulted 
in a 28% response rate. The interviewees were first informed 
about interviews via e-mail. After receiving their consent, 
the calls were made at times appointed by the interviewees.

In the process of sampling, we conducted a deliberate 
(purposeful) selection of the respondents (e.g. Blankertz, 
1998; Merkens, 2000; Patton, 1990). Specifically, we 
employed an expert (concentration) sampling (Fritsch, 2007; 
Patton, 1990): the persons chosen were in positions with 
a high level of concentration of appropriate information. 
More specifically, the interviewees were in the top (i.e. 
strategic) positions of sales and purchasing departments 
in their organisations.

Measures

We turn now to the operationalisation of the variables used 
in the model. Apart from the literature on performance of 
supply chains, strategic alliances, strategic partnerships and 
inter-organisational relationships, we used the results of 
a pretest in the German specialised fish sector to develop 
the corresponding measures for the variables included in 
the model. We further describe these measures with regard 
to each variable, and Appendix 1 presents the measures in 
tabular form.

Goals of network members

These measures assess the degree of goal achievement 
at the network and firm levels. To develop measures for 
both network-level and firm-level goals, we first used 
elaborations of the studies on strategic alliance and supply 
chain performance and then relied on the pretest3. Based 
on the literature, we obtained the measures of goals which 
can be regarded as those pursued in supply chain networks. 
In particular, these were measures such as product quality, 
overall partner reliability (e.g. quality of supplies by 
suppliers and quality of services by customers), product 
traceability (Gellynck et al., 2008), innovations (Möller 
et al., 2005), profits (Ariño, 2003), common sales (Mohr 
and Spekman, 1994), knowledge and reputation (Schreiner 
et al., 2009). Then, the task was to define which of these 
belongs to network-level goals and which to firm-level goals.

3 Detailed information on the pretest and the study can be provided 

upon request.

As seen, we developed measures based mainly on 
managerial assessments. Inter-organisational scholars, in 
particular those involved in the strategic alliance research 
(e.g. Gulati, 1999; Kale and Singh, 2007), have agreed 
over time that using managerial assessments to measure 
inter-organisational performance or alliance success may 
be one of the most useful ways, regardless of some of the 
limitations of this approach. The use of this measure has 
gained acceptance in research, after Geringer and Hebert 
(1991) demonstrated a positive correlation between 
alliance performance assessments based on this measure, 
with assessments based on other objective measures that 
use accounting or financial data. Furthermore, given the 
multipurpose nature of inter-organisational relationships, 
alliances, and networks, Anderson (1990) suggested that 
instead of using single-item, managerial assessments of 
performance, success and other constructs, it would be 
more useful to have a multidimensional scale that included 
several of these dimensions in it. Accordingly, we use 
multiple measures for the achievement of network-level 
goals and firm-level goals as well as for other constructs 
constituting the model.

The following items were chosen to measure the achievement 
of ‘network-level goals’:
•	 The focal company’s satisfaction with the contribution of 

all suppliers to the quality of the branded product4. Over 
the last decades, it has been recognised that the product 
quality is no more the responsibility of a single firm; 
instead, the whole supply chain has to work together to 
achieve at least a basic level of quality (Hanf and Hanf, 
2007; Schiefer, 2007).

•	 The focal company’s satisfaction with the quality 
of supplies by suppliers. Quality of supplies is a 
multifaceted aspect that encompasses maintenance of 

4 Although several authors point to improvement of the economic 

efficiency as the main driver of vertical cooperation (Möller and 

Svahn, 2003; Möller et al., 2005), our measures of network-level 

goals are primarily associated with quality. The main reason for 

this was the unwillingness of respondents to speak about issues 

such as profitability of cooperation, financial status of the partners, 

etc. We experienced this both in our expert interviews where we 

interrogated several managers of agri-food companies and in the 

interviews with the German fish retailers. The respondents mainly 

referred to commercial confidentiality when we asked them about 

their profits gained in cooperation with supply chain partners. 

However, given the increasing requirement for quality by the end 

consumers, the selected measures can be regarded as appropriate. 

Furthermore, the economic efficiency can be considered as the 

driver of cooperation that originates at the firm level. Thus, we have 

included satisfaction with profits as the measure of a firm-level goal.
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necessary product volumes, guaranteeing of preservation 
and traceability (Schiefer, 2007), etc.

•	 The focal company’s satisfaction with the quality of 
product-related services by customers. Quality of services 
by customers involves aspects such as product appearance 
on the shelf, provision of storage facilities, etc.

•	 The focal company’s satisfaction with the contribution of 
all customers to sales of the branded product. Sales of the 
branded product reflect the end consumers’ perception 
of the product quality, line-up and other features.

The measures for the achievement of ‘firm-level goals’ 
include the focal company’s assessment of:
•	 Satisfaction among suppliers and buyers with their 

profits generated within a network (Medlin, 2006).
•	 Satisfaction among suppliers and buyers with knowledge 

gained in a network (Schreiner et al., 2009).
•	 Satisfaction among suppliers and buyers with reputation 

from cooperation in a network (Schreiner et al., 2009).

Goals of cooperation and coordination

The tasks of chain management include the cooperation 
task of the alignment of interests and the coordination task 
of the alignment of actions. The achievement of ‘interest 
alignment’ was operationalised by the following measures:
•	 The focal company’s confidence in reliability of the 

partners (Schreiner et al., 2009), i.e. certainty that the 
partners will perform their tasks appropriately over a 
long term.

•	 The focal company’s assessment of the extent of suppliers’ 
and customers’ relation-specific investments that 
indicates the degree to which suppliers and customers 
abstain from behaving opportunistically and are 
committed to and trust in relationships in the network 
(Dyer and Singh, 1998).

•	 The focal company’s satisfaction with communication 
within a network. This has been used as a measure of 
interest alignment because it shows to what extent the 
network members are open to working together and 
perceive the working relationships as good (Mohr and 
Spekman, 1994).

The ‘alignment of actions’ was measured by:
•	 The focal company’s satisfaction with suppliers’ and 

customers’ willingness to perform their operational tasks.
•	 The focal company’s satisfaction with suppliers’ and 

customers’ responsiveness (Handfield and Bechtel, 2002) 
to the requests by the focal company concerning issues 
such as the timeliness of delivery by suppliers, correctness 
of merchandising services, timeliness of payments for the 
supplied products by customers, etc.

Among other things, these items indicate the level of action 
synchronisation in the network which reflects the extent to 
which network members are capable of generating rents 
from the routines developed in the network (Kale et al., 
2002). In addition, synchronised actions are important for 
avoiding coordination costs (Gulati et al., 2005).

Network structural characteristics

As mentioned in the previous section, the supply chain 
network’s structural characteristics encompass the level of 
transparency of the network to the focal firm, and the level 
of interdependence between the focal company and its 
direct partners as well as between other network members. 
The ‘level of transparency’ was measured by:
•	 The focal company’s degree of awareness of the decision 

rules adopted by its suppliers and customers (Choi and 
Kim, 2008).

•	 The focal company’s degree of awareness of the decision 
rules adopted by its suppliers’ suppliers and its customers’ 
customers (Choi and Kim, 2008).

The measures of the ‘level of interdependence’ were drawn 
from Mohr and Spekman (1994) and Rowley et al. (2000). 
They included:
•	 The extent to which the focal firm is able to easily 

substitute its suppliers and customers (reverse coded).
•	 The extent to which suppliers and customers are able to 

substitute the focal firm with another company (reverse 
coded).

•	 The extent of dependence between the operational 
decisions of the focal company’s suppliers on the one 
hand and customers on the other.

Network membership characteristics

The ‘level of complementarities’ between network members 
was measured by:
•	 The cultural fit between the focal company and its 

suppliers and customers (Park and Ungson, 2001).
•	 The strategic fit between the focal company and its 

suppliers and customers (Park and Ungson, 2001).

The ‘level of coordination capabilities’ was operationalised 
by:
•	 The suppliers’ and customers’ agreement on task 

distribution (Schreiner et al., 2009).
•	 The ability to adopt the focal company’s standards 

(Schreiner et al., 2009).
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Measures of tie modalities

We measured the ‘level of trustful relationships’ by:
•	 The focal firm’s willingness to always inform its suppliers 

and customers about future steps in cooperation (Mohr 
and Spekman, 1994).

•	 The suppliers’ and buyers’ perception of favorability of 
participation in a network (Mohr and Spekman, 1994).

The ‘level of use of non-coercive power’ was measured by:
•	 The frequency of awarding bonuses to suppliers and 

customers by the focal company (Payan and McFarland, 
2005).

•	 The frequency of providing recommendations to 
suppliers and customers by the focal company (Payan 
and McFarland, 2005).

Model testing

To test the model, we used the Partial Least Squares (PLS) 
technique for Structural Equation Modelling (Wold, 1982) 
using the SmartPLS software 2.0.1 (Henseler et al., 2009).

Structural Equation Modeling (SEM) techniques such 
as LISREL and PLS are second generation data analysis 
techniques (Bagozzi and Fornell, 1982). Overall, SEM 
techniques test for statistical conclusion validity (Gefen 
et al., 2000). Contrary to first generation statistical tools 
such as regression, SEM enables researchers to answer a 
set of interrelated research questions in single, systematic 
and comprehensive analysis by modeling the relationships 
among multiple independent and dependent constructs 
simultaneously (Gerbing and Anderson, 1988). This 
capability for simultaneous analysis differs from most first 
generation regression models such as linear regression, 
LOGIT, ANOVA, and MANOVA, which can analyse only 
one layer of linkages between independent and dependent 
variables at a time (Gefen et al., 2000: 4).

Using first generation regression models two unrelated 
analyses are required: (1) examining how the items load 
on the constructs via factor analysis; and then (2) a separate 
examination of the hypothesised paths, run independently 
of these factor loadings. SEM permits complicated variable 
relationships to be expressed through hierarchical or non-
hierarchical, recursive or non-recursive structural equations, 
to present a more complete picture of the entire model 
(Bullock et al., 1994). The intricate causal networks enabled 
by SEM characterise real-world processes better than simple 
correlation-based models. Therefore, SEM is more suited for 
the mathematical modeling of complex processes to serve 
both theory and practice (Gefen et al., 2000).

Unlike first generation regression tools, SEM not only 
assesses the structural (inner) model – the assumed 
causation among a set of dependent and independent 
constructs – but, in the same analysis, also evaluates 
the measurement (outer) model – loadings of observed 
items (measurements) on their expected latent variables 
(constructs). As can be seen in Figure 1, the model involves 
10 latent variables (constructs), which are operationalised by 
respective items (manifest variables) as described in Section 
5 of this paper and systemised in Appendix 1. Manifest 
variables that make no significant contributions to the 
respective latent variables are progressively removed and 
the analysis is repeated until all the manifest variables are 
significant (Gyau and Spiller, 2009).

The combined analysis of the measurement and the 
structural model enables measurement errors of the 
observed variables to be analysed as an integral part of 
the model, and factor analysis to be combined with the 
hypotheses testing. The result is a more rigorous analysis 
of the proposed research model and, very often, a better 
methodological assessment tool. Thus, in SEM, factor 
analysis and hypotheses are tested in the same analysis. 
SEM techniques also provide fuller information about the 
extent to which the research model is supported by the 
data than in regression techniques (Gefen et al., 2000: 5).

Our decision to use the PLS technique was based on the 
fact that, in contrast to such covariance-based approaches 
as LISREL, the variance-based PLS approach is adequate for 
causal modeling applications whose purpose is prediction 
and/or theory building. Given that the achievement of 
network-level goals is a new construct included in analysis 
and the effects of the alignment of interests and alignment 
of actions on this construct have not been tested up to 
now, PLS seems to be a suitable approach. Additionally, 
the simultaneous effects of the alignment of interests and 
alignment of actions on both network-level and firm-
level goals have not been analysed before. Furthermore, 
scholars have rarely addressed the conditions under which 
interest alignment can generate competitive advantage 
(Gottschalg and Zollo, 2007). Thus, by modeling the effects 
of the specific network conditions, i.e. network structural 
characteristics, network member characteristics and tie 
modality on the constructs of the alignment of interests 
and the alignment of actions, we also contribute to theory 
building. Also, our decision to use PLS was based on its 
advantages compared to other techniques, i.e. the possibility 
to analyse small size samples in the absence of distribution 
assumptions.
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5. Results

Testing the measurement model

As mentioned above, the fit of the model in PLS is evaluated 
with regard to the structural (inner) and the measurement 
(outer) models. Individual item reliabilities and convergent 
validity of the model provide information about the fit 
of the measurement (outer) model. The individual item 
reliabilities are evaluated via the factor loadings of the items 
on their constructs. According to Hair et al. (1998), an item 
is considered insignificant and removed from the model if 
its factor loading is less than 0.4. Based on this criterion, the 
measurement model generally demonstrates a good fit; in 
particular the construct of network-level goals demonstrates 
high reliability and validity of the items. Of the 48 items 
used to operationalise the latent variables in the model, 
seven were removed. Table 1 demonstrates the removed 
items as well as their respective latent constructs.

We also calculated the Cronbach’s α and composite 
reliability criteria to evaluate internal consistency of the 
measurements. The Cronbach’s α measures exceed the 
recommended criterion of 0.7 for all constructs except 
for the constructs of alignment of interests, alignment of 
actions, level of coordination capabilities, and level of 
transparency (Table 2).

However, the composite reliability index is more reliable 
in assessing convergent validity because it takes into 
account the relative weights of the various indicators in a 
latent construct while Cronbach’s α assumes equal weights 
(Gyau and Spiller, 2009). Thus, because all the composite 
reliability indices are above 0.7 (Table 2), we made a 
decision based on the composite reliability indices and 
retained the constructs of alignment of interests, alignment 
of actions, level of coordination capabilities and level of 
transparency in the analysis.

Table 1. The items removed from the model as insignificant.

Item Respective construct

To what extent do you think your current customers are satisfied with knowledge received 
from your company?

Achievement of firm-level goals

To what extent do you think your current customers are satisfied with the reputation of 
working together with your company?

Achievement of firm-level goals

How satisfied are you with the mutual information exchange with your current customers? Alignment of interests
Most of our suppliers know what they have to do to meet our standards Level of coordination capabilities
How often do you provide your customers with specific recommendations that help them 
meet your requirements?

Level of use of non-coercive power

We are knowledgeable enough about the decision-making styles of our customers Level of transparency
If necessary, we could substitute our customers quite easily Level of interdependence

Table 2. Results of the assessment of the measurement model: Cronbach’s α, Composite Reliability, and AVE.

Latent variables Cronbach’s α Composite reliability AVE

Achievement of network-level goals 0.796 0.760 0.643
Achievement of firm-level goals 0.749 0.745 0.563
Alignment of interests 0.645 0.755 0.593
Alignment of actions 0.640 0.770 0.561
Level of complementarities 0.835 0.782 0.504
Level of coordination capabilities 0.574 0.746 0.564
Level of use of non-coercive power 0.770 0.807 0.559
Level of trustful relationships 0.796 0.856 0.603
Level of transparency 0.641 0.731 0.532
Level of interdependence 0.717 0.738 0.532
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The convergent validity was estimated by calculating the 
average variance extracted (AVE) scores. The recommended 
threshold of 0.5 (Bagozzi and Yi, 1988) was exceeded for 
all the constructs indicating that the chosen indicators are 
explained by their respective constructs (Table 2).

Testing the structural model

The fit of the structural (inner) model was evaluated by 
the discriminant validity criterion which means that every 
construct is significantly different from the others. The first 
way to analyse discriminant validity is a comparison of item 
loadings and cross loadings. If all loadings are higher than 
cross loadings, then the construct significantly differs from 
the others. The results of the comparison of loadings of the 
remaining items with the cross loadings indicate a good fit 
of the structural model.

The second way to assess discriminant validity is to compare 
the square root of the AVE with the correlation between 
the construct and the other constructs. The square root of 
the AVE should be higher than the correlation between 
the constructs (Gyau and Spiller, 2009). The results of 
this comparison also support the fit of the inner model 
(Table 3).

The structural model was evaluated based on the R2 and the 
significance of the path coefficients. The variances explained 
(R2) for each of the endogenous variables were as follows: 
achievement of network-level goals 0.542, achievement 
of firm-level goals 0.199, alignment of interests 0.305, 
and alignment of actions 0.237 (see numbers within the 

ellipses of respective constructs in Figure 1). Considering 
the complexity of the research model, the results indicate a 
good fit. Rather low R2 values for the achievement of firm-
level goals and the alignment of actions can be caused not 
only by the complex nature or manifold determinants of 
these constructs but also by some inconsistency in the 
operationalisation of these constructs. As demonstrated by 
the results in Table 1, this might particularly concern the 
construct of the achievement of firm-level goals.

To determine the significance of the path coefficients, 
Falk and Miller (1992) have recommended multiplying 
the standardised path coefficients by the correlation 
coefficient between the latent variables as an approximate 
measure of the variance of the construct explained by the 
latent predictive variable. Using this approach, one might 
consider values of less than 1.5% as not making a significant 
contribution to their respective latent variables (Gyau and 
Spiller, 2009: 30). Thus, we accepted eight out of the ten 
hypotheses that were formulated. Hypothesis H7 could not 
be accepted based on this criterion, and Hypothesis H6 was 
rejected because of an unexpected sign obtained. The results 
are shown in Table 4.

We have used bootstrap method with 200 re-sampling to 
define the significance of the path coefficients. The path 
coefficients and their significance based on t-values at 
the P<0.05 level are also shown in Table 4. Based on this 
criterion, we accepted seven out of the ten hypotheses that 
were formulated. Specifically, Hypotheses H2 and H7 could 
not be accepted because the contribution of the constructs 
of alignment of interests and level of complementarities was 

Table 3. Results of the assessment of the structural model: correlations of the latent variables and the AVE square roots.

AA1 AI C CC FL I NL P TR T

AA 0.749
AI 0.033 0.770
C 0.176 0.205 0.710
CC 0.408 0.167 0.351 0.751
FL 0.407 0.195 0.045 0.181 0.750
I -0.405 -0.177 -0.065 -0.413 -0.292 0.729
NL 0.678 0.308 -0.027 0.194 0.526 -0.238 0.802
P 0.137 0.301 0.083 0.052 -0.021 0.078 0.142 0.748
TR 0.147 0.275 -0.040 0.112 0.089 0.012 0.305 0.206 0.729
T -0.191 0.384 -0.092 -0.174 0.163 0.018 0.030 -0.114 0.034 0.777

1AA: alignment of actions; AI: alignment of interests; C: level of complementarities; CC: level of coordination capabilities; FL: 
achievement of firm-level goals; I: level of interdependence; NL: achievement of network-level goals; P: level of non-coercive 
power use; TR: level of transparency; T: level of trustful relationships.
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insignificant. Additionally, Hypothesis H6 was rejected due 
to the unexpected sign. Overall, by comparing the results 
obtained through the Falk and Miller’s (1992) method 
with those by the bootstrap method, one can postulate 
that the findings with respect to Hypothesis H2 have to be 
interpreted with some caution as they are controversial. We 
discuss the results in the next section.

6. �Discussion, conclusions and research 
implications

The results support the vast majority of our theoretical 
suppositions and, most importantly, reveal that the 
achievement of network-level goals is to a large extent 
explained by how well both cooperation and coordination 
problems are solved (Hypotheses H1 and H3 supported). 
This finding underscores the strategic value of achieving 
network-level goals for the success of a whole supply chain 
network and extends the existing frameworks of chain 
management by calling for more attention to network-level 
goals.

There are a few major points to be mentioned in this regard. 
First, network-level goals may play an important role in 
creating long-term collaborative advantage because, as 
collective goals, they serve as an integrating mechanism that 
creates initial conditions for collaboration and stabilises the 
relationships if there is agreement on them. They are the 
glue that holds all the network members together.

Second, in strategic networks in general and in supply chain 
networks in particular, network-level goals do not represent 
just abstract views that are introduced by the focal firm 

and have to be shared by other network members, for the 
sake of integration. They are concrete goals to be achieved 
through collaboration of all the network members and, 
if not achieved, may be a cause of network dissolution or 
relationship break-off. In a strategic network, network-level 
goals are an inherent characteristic. They can be regarded 
as one of the departing points or even the main departing 
point for the development and implementation of the 
whole network’s collective strategy. Prior to entering a supply 
chain network, potential members have to understand that 
the network is not just a lever for them to achieve their 
individual goals but it aims also to achieve certain goals 
by itself.

In essence, this premise provides an opportunity to adopt 
a somewhat different perspective of collective strategies. 
The prevailing idea has been that the collective strategy 
represents a collaboratively developed plan of actions 
aimed at reducing variation in the interorganisational 
environment, i.e. dealing with uncertainty that arises from 
the behaviour of interdependent organisations caused by 
their endeavours to achieve firm-level goals. However, as our 
results demonstrate, members of supply chain networks also 
pursue certain goals at the network level. In this context, 
we extend the existing idea of collective strategies along two 
lines. First, a collective strategy should address not only the 
relationships between firm-level goals of network members 
but also the relationships between network-level and firm-
level goals. Second, a collective strategy has to be seen as 
a plan of actions to achieve network-level and firm-level 
goals simultaneously.

Table 4. Results of the assessment of the structural model.

Hypotheses Constructs Expected 
sign

Beta (path) 
coefficients 
(b)

Correlation 
coefficient 
(r)

b×r

H1 Alignment of interests → Network-level goals + 0.286*** 0.308 0.088
H2 Alignment of interests → Firm-level goals + 0.182 0.195 0.035
H3 Alignment of actions → Network-level goals + 0.669*** 0.678 0.454
H4 Alignment of actions → Firm-level goals + 0.401*** 0.407 0.163
H5 Level of transparency → Alignment of interests + 0.198** 0.275 0.054
H6 Level of interdependence → Alignment of actions + -0.291*** -0.405 0.118
H7 Level of complementarities → Alignment of actions + 0.064 0.176 0.011
H8 Level of coordination capabilities → Alignment of actions + 0.265*** 0.408 0.108
H9 Level of trustful relationships → Alignment of interests + 0.412*** 0.384 0.158
H10 Level of use of non-coercive power → Alignment of interests + 0.306*** 0.301 0.092
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With regard to goal alignment, we think that an important 
task of the focal company is to address the relationships that 
can occur between network-level and firm-level goals – the 
issue that has been under-researched in strategic networks 
due to scant attention paid to network-level goals. However, 
it seems that, like the relationships between individual goals 
of network members, the relationships between network-
level and firm-level goals tend to be either complementary 
or conflicting. In this regard, the focal company has to 
deal primarily with conflicting relationships as they lead 
to problems for the whole network. For example, a network-
level goal such as product quality may not be the focus 
of all firms that participate in the network. Moreover, it 
can be rather difficult to make all network members aware 
of network-level goals, in that they are collective by the 
directionality of effort of all; but they are most often set by 
the focal firm. In order to reduce such risks, focal companies 
have to formulate network-level goals clearly and address 
them explicitly.

Furthermore, even if the awareness of network-level goals is 
gained, they may be a source of conflict and interfirm rivalry. 
Brinkhoff and Thonemann (2007) have found that unclear 
definition of collective goals and lack of agreement on 
them are the main reasons why 50% of interorganisational 
projects in supply chains fail. Because conflict resolution 
and goal consensus are the tasks of alignment of interests, 
focal companies have to deal with this extended conflict 

dimension, i.e. conflict between network-level and firm-level 
goals, through adoption of appropriate partnering strategies.

We suggest that the extended focus on the goals of a supply 
chain network which includes network-level goals alongside 
firm-level goals enables a vision of where the network itself 
aims to be and how effective it is. Especially, if one takes 
notice of a focal firm which is responsible for the correctness 
of attributes of the final product in a supply chain network, 
‘the network-visioning capability’ (Möller et al., 2005: 1279) 
is important. From the strategic management standpoint, 
the focal firm can gain strategic advantage if network-level 
goals are achieved but it can sustain this advantage only 
if firm-level goals of the network members are achieved. 
In turn, the other network members can gain strategic 
advantage if they achieve their individual goals and they can 
sustain this advantage if they achieve network-level goals.

A contribution of our study is to show that the simultaneous 
achievement of network-level and firm-level goals requires 
strong coordination capabilities of network members. The 
results of our model testing indicate that the abilities of the 
network members to make effective decisions on how the 
network should function make a significant contribution 
to the alignment of actions (Hypothesis H8 supported). In 
turn, the alignment of actions has a significant positive effect 
on the achievement of both network-level and firm-level 
goals (Hypothesis H4 supported), indicating that the joint 

Figure 2. Results of the model testing.
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action as a collective construct is closely linked to individual 
constructs in business relationships (Medlin, 2006). This 
implies that successful chain management has beneficial 
outcomes also at the firm level of suppliers and customers, 
although the respective effect (see path coefficients in 
Table 4 and Figure 2) is weaker at the firm level than at the 
network level5.

The results also show some unexpected findings enabled 
by the PLS property to analyse all the relationships in 
the model simultaneously. Calculations with regard to 
the Hypothesis H2 produce controversial results but the 
tendency is that the alignment of interests has a small 
positive effect on the achievement of firm-level goals of the 
network members6. Importantly, this result contradicts the 
findings of the strategic management scholars, e.g. Mentzer 
et al. (2000), Gulati et al. (2005), Gottschalg and Zollo 
(2007) and others who have observed large positive effects 
of interest alignment on the achievement of individual 
firm’s goals. We explain this contradiction by the expanded 
theoretical focus from the dyadic level to the network level, 
i.e. by the presence of network-level goals in the model. 
In the dyadic context, it is difficult to recognise the other 
connected relationships of the same network and, thus, to 
make complete conclusions about how the relationships 
should be organised. On account of this, our results show 
that the focal firm’s efforts to align the interests in both 
downstream and upstream relationships have little effect 
on the achievement of the individual firm-level goals of 
buyers and suppliers.

In some cases, focal firms can use this condition to align the 
interests of their upstream and downstream partners such 

5 The results, however, must be accepted with some caution as we 

surveyed only focal firms. For example, the focal firm’s suppliers or 

buyers could have expressed different opinions about satisfaction 

with achievement of their firm-level goals (Emiliani, 2003; Kim 

et al., 1999). This limitation is caused by the strategic network 

approach we followed in the study by assuming that the focal firm 

is concerned with the management of the network and is, therefore, 

knowledgeable about goals pursued through the network.

6 Cohen (1988) proposes evaluating the criterion of effect size 

for each effect in the path model. The effect size f2 is calculated 

as the increase in R2 relative to the proportion of variance of 

the endogenous latent variable that remains unexplained: f2 = 

(R2
included – R2

excluded) / (1 – R2
included). Values of 0.02, 0.15, and 

0.35 signify small, medium, and large effects, respectively. To be 

able to better explain the effect of the alignment of interests on 

the achievement of firm-level goals, we have calculated its size: 

f2 = (0.542 – 0.479) / (1-0.542) = 0.14. The value of f2 = 0.14 

indicates a small effect.

that the achievement of individual goals of the partners is 
complicated. For example, they can require relationship-
specific investments for the establishment of a sufficient 
infrastructure that makes it problematic for the partners 
to obtain profits from the relationships in the short run.

Another result can also be regarded as unexpected. The 
alignment of actions is negatively affected by higher levels 
of interdependence and, thus, Hypothesis H6 is rejected. 
Although interdependence is usually addressed as an 
enabler of collaboration (Doz et al., 2000; Schreiner et al., 
2009), it is evident that the focal companies consider higher 
dependence on the supply chain partners unfavorable and 
try to have enough opportunities to substitute their partners.

In this context, one has to take the specifics of the research 
setting into account. The result of Hypothesis H6 indicates 
that the issue of supplier and customer compliance is still 
severe in the Ukrainian agri-food business. Despite the wide 
scope of vertical coordination practices and the growing use 
of chain management concepts, the business environment 
in Ukraine is highly volatile with persisting infrastructural 
problems. This precludes interlocking of the actions of 
network members needed to capitalise on the specialised 
but interdependent activities. At the same time, the situation 
can be quite different in stable business environments 
where companies are not afraid of engaging in supportive 
action, establishing necessary routines, and making mutual 
adjustments to the distribution of tasks.

We therefore postulate that supply chain networks in the 
Ukrainian agri-food business require modification of the 
‘imported’ chain management concepts. Agri-food chains 
in Ukraine exhibit frequent contract breaches in order to 
satisfy short-term pecuniary interests. This leads to supply 
disruptions and induces costs for the parties. Not least of all, 
such difficulties arise due to an unfavourable institutional 
environment: property rights are weakly protected, contract 
enforcement is poor, etc. In this case, the motivational 
problem can be solved by using self-enforcement 
agreements that involve reputational elements. The results 
of our model testing indicate that gaining a reputation 
from the cooperation by suppliers is one of the firm-level 
goals. Symptomatically for CEEC, collaboration with some 
suppliers can be established based on suppliers’ reputation 
quests. Consider a strong reputation effect of a well-known 
multinational brand on small local suppliers. Furthermore, 
being involved in a collaboration with big brand-owners is 
recognised as an advantage because small suppliers believe 
they minimise their income risk by working together with 
financially strong companies. Furthermore, the negative 
effect of interdependence on the alignment of actions can 
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be caused by the fact that our manifest variables reflect 
interdependencies in the whole supply chain network. 
Accordingly, higher dependence of the focal company on 
the relationship with a supplier implies higher contingency 
upon volatilities in a supplier’s relationships with its 
suppliers. Consequently, action alignment appears to be 
complicated. This conclusion is tribute to a growing interest 
in the structural embeddedness issues on the part of supply 
chain management scholars (Choi and Kim, 2008). They 
emphasise that the buying companies should go beyond 
evaluating and managing suppliers as if the suppliers existed 
in isolation; instead they also have to consider the suppliers’ 
suppliers. Here, the issue of chain transparency gains in 
importance and our results support this notion because 
higher levels of transparency have a significant positive effect 
on the alignment of interests. Although the surveyed focal 
firms belong to the different sectors which, accordingly, 
exhibit (and often require)7 different levels of chain 
transparency, the issue of transparency in the supply chain 
network has to be addressed at the strategic management 
level; regardless of the sector in which a firm operates. The 
reason is that transparency among partners enables transfer 
of valuable knowledge and precludes free-riding (Dyer and 
Singh, 1998).

In addition, interest alignment is subject to significant 
positive effects by higher levels of trustful relationships 
and non-coercive power as proposed by Hypotheses H9 
and H10, respectively. These results are consistent with the 
findings of earlier research if considered both separately and 
simultaneously. For example, Handfield and Bechtel (2002) 
have shown that trustful relationships have a significant 
effect on partner responsiveness, whereas Leonidou et 
al. (2008) have found that the exercise of non-coercive 
power is negatively related to conflict in interfirm working 
relationships. Additionally, Hasanagas (2004) has illustrated 

7 Deimel et al. (2008) have compared transparency of the dairy 

and pork supply chains in Germany. They have found that the 

transparency profiles of the dairy and pork chains are quite 

different and that transparency is somewhat higher in the dairy 

chain than in the pork business. Compared to pork production, 

transparency in the dairy chain was positively influenced by a 

lower number of transaction partners and a tendency toward a 

longer-term governance structure in transactions due to more 

specific investments. Furthermore, the explicitness and clearness 

of information exchanged and the levels of trust and commitment 

were higher in the dairy sector. On the other hand, the pork 

chain has revealed advantages over the dairy chain due to higher 

satisfaction with supply chain partners’ performance, a more 

balanced distribution of power between the partners, and a lower 

frequency of transactions.

that the stronger inter-firm trust is, the more effective non-
coercive power mechanisms become to achieve compliance 
of the partner.

The remaining Hypothesis (H7) proposed that network 
members’ complementarities have a direct positive effect 
on coordination. However, the effect was insignificant. 
The reason may be the fact that supply chain networks 
represent well-defined value systems (Möller et al., 2005) 
where firms from different stages of the supply chain possess 
complementary resources and perform complementary 
tasks. The strategic complementarity (Dyer and Singh, 
1998: 668) between network members is thus predefined, 
implying that the existing complementarities are well-
known to members and can have only a minor effect on 
the alignment of actions.

However, once a focal firm has partners with the requisite 
complementary strategic resources, a challenge is to develop 
organisational complementarity (Dyer and Singh, 1998: 
668) – the organisational mechanisms necessary to enable 
the alignment of actions. In a case where the need for the 
development of organisational complementarity arises, 
one of the main factors the focal firm has to consider is 
the partners’ coordination capabilities (Kale et al., 2002). 
The result with regard to Hypothesis H8 supports this 
proposition, indicating that the suppliers’ and customers’ 
ability to work according to standards and to identify and 
build a consensus around task requirements contributes to 
the successful resolution of coordination problems and the 
establishment of a joint action. This result coincides with 
the findings of Schreiner et al. (2009) who have confirmed 
the positive link between alliance management capability 
and joint action.

Two general conclusions can be made based on the 
results of empirical analysis. First, network-level goals 
must be considered alongside firm-level goals in supply 
chain networks. Network-level goals are subject to major 
effects on the part of chain management and have to be of 
particular interest for focal firms that are responsible for the 
development and implementation of collective strategies.

Second, we postulate that supply chain networks in the 
Ukrainian agri-food business require modification of the 
‘imported’ chain management concepts. Although PLS does 
not allow for conclusions about the whole population, 
representativeness of the sample is not of major importance 
if the task is to examine the hypothesised relationships 
(Berekoven et al., 1999; Diekmann, 1999). The analysis of 
the hypothesised relationships in our model reveals that 
the investigated supply chain networks (the active sample 
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of 101 respondents of 627 branded food manufacturers in 
Ukraine in total) are characterised by a negative effect of 
higher interdependence among members on the alignment 
of their actions. This finding can be explained by high 
volatility of the business environment and infrastructural 
problems (Gagalyuk and Hanf, 2009). Additionally, there 
might be a lack of capabilities by focal firms with regard 
to capturing the whole supply chain network in order to 
address the existing interdependencies as the issue of the 
network level of analysis which reflects the complexity of 
the network structure. However, the model could and should 
be applied in the context of other countries (and networks 
of supply chains between countries, as is more typical in 
globalised markets). We would like to see a repetition of 
the model in food networks of other, and more developed 
and mature food markets and its application to other 
(non-food) contexts. This could be most effectively and 
comparatively applied in countries in a similar position 
of development and those in the process of incorporating 
‘Western’ management, network and organisational concepts 
(such as the BRIC: Brazil, Russia, India, China countries). 
These too express the volatility and idiosyncrasies of growing 
nations. There are some illustrations of the challenges of this 
kind of network development in food and retailing in such 
contexts. Viera et al. (2009), for example, investigate the 
Brazilian grocery supply network concerning collaborative 
activity. Other non-food sectors that may benefit from such 
a network perspective could include the clothing industry, 
which alongside food and grocery is a frequently cited area.
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Appendix 1. Operationalisation of the latent variables.

Latent construct Measure (manifest variable)

The level of achievement 
of network-level goals of 
network members

1. �How satisfied are you with the contribution of all your suppliers to the quality of your 
branded product (e.g. maintenance of product freshness, durability, absence of contaminants, 
etc.)? 
(From ‘very dissatisfied’ to ‘very satisfied’)

2. �How satisfied are you with the contribution of all your customers to the sales of your branded 
product? 
(From ‘very dissatisfied’ to ‘very satisfied’)

3. �How satisfied are you with the work of all your suppliers regarding the following aspects: 
supplies of necessary volumes of product components, proper preservation, traceability of 
the supplied components, etc.? 
(From ‘very dissatisfied’ to ‘very satisfied’)

4. �How satisfied are you with the work of all your customers regarding the following aspects: 
product appearance on the shelf, provision of logistics and merchandising services, etc.? 
(From ‘very dissatisfied’ to ‘very satisfied’)

The level of achievement of 
firm-level goals of network 
members

1. �To what extent do you think your current suppliers are satisfied with knowledge received from 
your company? 
(From ‘very dissatisfied’ to ‘very satisfied’)

2. �To what extent do you think your current suppliers are satisfied with the reputation of 
working together with your company? 
(From ‘very dissatisfied’ to ‘very satisfied’)

3. �To what extent do you think your current suppliers are satisfied with profit generated from 
cooperation with your company? 
(From ‘very dissatisfied’ to ‘very satisfied’)

4. �To what extent do you think your current customers are satisfied with knowledge received 
from your company? 
(From ‘very dissatisfied’ to ‘very satisfied’)

5. �To what extent do you think your current customers are satisfied with the reputation of 
working together with your company? 
(From ‘very dissatisfied’ to ‘very satisfied’)

6. �To what extent do you think your current customers are satisfied with profit generated from 
cooperation with your company? 
(From ‘very dissatisfied’ to ‘very satisfied’)

The level of the alignment of 
interests
(cooperation goal of chain 
management)

Please indicate your opinion about the following statements:
(From ‘strongly disagree’ to ‘strongly agree’)
1. We are certain that the majority of our current suppliers will perform their tasks properly
2. We are certain that the majority of our current customers will perform their tasks properly
3. �Most of our suppliers invest enough in quality and technology to be able to meet our 

requirements
4. �Most of our customers invest enough in quality and technology to be able to meet our 

requirements
5. �How satisfied are you with the mutual information exchange with your current suppliers? 

(From ‘very dissatisfied’ to ‘very satisfied’)
6. �How satisfied are you with the mutual information exchange with your current customers? 

(From ‘very dissatisfied’ to ‘very satisfied’)
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Latent construct Measure (manifest variable)

The level of the alignment of 
actions
(coordination goal of chain 
management)

1. �How satisfied are you with the responsiveness of your suppliers to your requests regarding 
e.g. process quality, product quality, etc.? 
(From ‘very dissatisfied’ to ‘very satisfied’)

2. �How satisfied are you with the timeliness of delivery of components for your branded product 
by your current suppliers? 
(From ‘very dissatisfied’ to ‘very satisfied’)

3. �How satisfied are you with the responsiveness of your customers to your requests regarding 
e.g. product storage, merchandizing, etc.? 
(From ‘very dissatisfied’ to ‘very satisfied’)

4. �How satisfied are you with the timeliness of payments for your branded product by your 
current customers? 
(From ‘very dissatisfied’ to ‘very satisfied’)

5. �How satisfied are you with the willingness by your current suppliers to perform their 
operational tasks? 
(From ‘very dissatisfied’ to ‘very satisfied’)

6. �How satisfied are you with the willingness by your current customers to perform their 
operational tasks? 
(From ‘very dissatisfied’ to ‘very satisfied’)

The level of 
complementarities among 
network members

Please indicate your opinion about the following statements:
(From ‘strongly disagree’ to ‘strongly agree’)
1. The strategies of most of our suppliers correspond to our strategy
2. �The cultural norms and values of most of our suppliers correspond to our cultural norms and 

values
3. The strategies of most of our customers correspond to our strategy
4. �The cultural norms and values of most of our customers correspond to our cultural norms and 

values
The level of coordination 
capabilities of network 
members

Please indicate your opinion about the following statements:
(From ‘strongly disagree’ to ‘strongly agree’)
1. �Most of our suppliers easily agree if we ask them to perform certain tasks to meet our 

requirements
2. �Most of our customers easily agree if we ask them to perform certain tasks to meet our 

requirements
3. Most of our suppliers know what they have to do to meet our standards
4. Most of our customers know what they have to do to meet our standards

The level of use of non-
coercive power by the focal 
company

1. �To make your suppliers comply with your standards, how often do you use premiums/bonuses? 
(From ‘very infrequently’ to ‘very frequently’)

2. �How often do you provide your suppliers with specific recommendations that help them meet 
your requirements? 
(From ‘very infrequently’ to ‘very frequently’)

3. �To make your customers comply with your standards, how often do you use premiums/
bonuses? 
(From ‘very infrequently’ to ‘very frequently’)

4. �How often do you provide your customers with specific recommendations that help them 
meet your requirements? 
(From ‘very infrequently’ to ‘very frequently’)
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Latent construct Measure (manifest variable)

The level of trustful 
relationships among network 
members

Please indicate your opinion about the following statements:
(From ‘strongly disagree’ to ‘strongly agree’)
1. Most of our suppliers believe that our decisions are beneficial for them
2. Most of our customers believe that our decisions are beneficial for them
3. We always inform our suppliers about our next steps in cooperation
4. We always inform our customers about our next steps in cooperation

The level of transparency 
among network members

Please indicate your opinion about the following statements:
(From ‘strongly disagree’ to ‘strongly agree’)
1. We are knowledgeable enough about the decision-making styles of our suppliers
2. We are knowledgeable enough about the decision-making styles of our suppliers’ suppliers
3. We are knowledgeable enough about the decision-making styles of our customers
4. We are knowledgeable enough about the decision-making styles of our customers’ customers

The level of interdependence 
among network members

Please indicate your opinion about the following statements:
(From ‘strongly disagree’ to ‘strongly agree’; reverse coded)
1. If necessary, we could substitute our suppliers quite easily
2. If our suppliers wanted to, they could substitute us with another partner quite easily
3. If necessary, we could substitute our customers quite easily
4. If our customers wanted to, they could substitute us with another partner quite easily
5. If necessary, our suppliers easily find common language with each other
6. If necessary, our customers easily find common language with each other
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