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ABSTRACT

SUBSECTOR STRATEGIC COORDINATION
TOWARD IMPROVED PERFORMANCE:
A FRAMEWORK AND AN APPLE SUBSECTOR CASE STUDY
By

Timothy Alan Woods

Constantly changing conditions in the way individual firms can compete in the market
requires that firms commit themselves to the task of strategic management. The task of crafting
and implementing strategies that can set the desired course for the firm can require significant
analysis of the firm’s competitive advantages. Such as task involves artfully matching the strengths
and weaknesses of the firm to emerging opportunities and challenges. Well designed strategy
should be able to elevate and/or sustain the performance of the firm at a high level that, in the
absence of well designed strategy, would unlikely be achieved.

The regional commodity subsector, on another scale, also faces constantly changing
conditions that relate to the overall competitiveness of the region as a supplier. The individual
firms and organizations within the subsector share many overall strengths and weaknesses, as well
as opportunities and challenges. There are a number of situations involving improving overall
competitiveness that require coordinated effort to identify and implement improvement actions for
the subsector. The planning and implementation of such improvement actions, however, requires
encouraging an orientation toward coordinated strategy building among those in the industry in
order to affect the desired changes within the industry. Strong, visionary leadership is critical.

This analysis seeks to build on earlier efforts to improve coordination within commodity

subsectors by examining the case of the Michigan apple subsector as they have collectively
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endeavored to plan and implement strategies toward improving the overall performance of their
subsector. Many useful principles of strategic management have emerged out of the business
school with a view toward helping individual firms improve their strategic planning and
implementation process.

This research seeks to extend and adapt some of the concepts and principles of strategic
management to the complexities of the related process within a commodity subsector. The
innovative, on-going approaches for identifying and developing effective coordinated improvement
actions used by the Michigan apple subsector serve as the basis for much of the analysis. One of
the further goals of this effort is to present concepts and considerations that should be considered

toward a general strategic planning framework for a subsector.
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CHAPTER 1

INTRODUCTION

1.1 SUBSECTOR STRATEGIC MANAGEMENT: AN ANALYTICAL GAP

Strategic management is a concept that, although originally crafted for individual
competitive firms, is finding its place into more broadly defined organizations, including those
within agriculture. A great deal of research capital has been expended in the direction of firm-level
strategic management in an attempt to better understand and improve decision making processes
and developing prescriptions for the strategic action taken by firms facing various economic
conditions with respect to their own resources, the resources of their competitors, and the market.
The relevance of and approaches to the process coordinating strategic planning and implementation
for a regional commodity subsector, itself a collection of horizontally and vertically related firms
has, by contrast, gone largely unaddressed.'

Several lines of reasoning may be behind this analytical gap. The organization that is the
firm, while exhibiting certain similarities, is quite different from the organization of firms that make
up the subsector. There is typically little or no managerial or central administrative hierarchy in
a subsector to parallel that in a firm. Furthermore, there is explicit competition among subsector
firms that are rivals with each other in quite different ways than divisions within a firm. The

fragmented, or atomistic, organization of firms as they create value in the transformation and trade

It is noteworthy that joint or interfirm conduct has received greater attention from
researchers recently as an increased interest in understanding networking, joint ventures,
strategic alliances, and international partnering has emerged in the fields of business and
economics.
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of products through the subsector rarely has explicitly stated, unified goals in contrast to divisions
vertically integrated under a single firm.

Organizational separation between firms within a subsector leads to inherent difficulties for
firms in the subsector to recognize potential joint actions for mutual benefit. Rivalrous
relationships and lack of recognized commonality can provide major obstacles for the firms seeking
to obtain a reasonably equitable division of effort and reward to their cooperation. There also exist
legal bounds that are imposed on inter-firm conduct in the U.S., particularly among those outside
of agriculture, as laws attempt to regulate market power than can arise out of collusion and undue
price enhancement.

Conceptually, the strategic management of the firm is relatively straight forward compared
to a complex subsector composed of many different types of firms. The strategic management of
the firm involves in a general sense the coalignment of the internal capabilities of that firm with
its external market environment. The key decision makers of the firm are perpetually seeking (or
at least are charged by shareholders to seek) ways to appropriately refine, develop, and enhance
the firm's capabilities with a view toward the goals of the firm. Capabilities are developed and
strategic courses are chosen, furthermore, with a view toward the rivals of the firm and the
associated buyers and suppliers. The investment activities of the firm are evaluated by
management with a view toward pre-defined (explicitly or otherwise) goals which are in turn
consistent with a unified mission of the organization. This general understanding of the concept
of strategic management is accepted on a fairly wide basis among those in the business academy
and the corporate world.

How the capabilities and environment are assessed, how coalignment takes place, and how
mission and goals are best established by the firm remain the subject of some debate. Much of
what is currently practiced as strategic management by business practitioners, however, is
undertaken within firm organizations that are characterized by a hierarchical autonomy over internal
resources; the upper echelons of management serve as a center of strategic command and control.

Firm strategies, however they may be derived through this management system, are typically
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planned and implemented in a top-down manner and are intended to support an articulated mission
of the individual firm.

Firms are themselves organizations of individuals that emerge to internally organize what
would otherwise be market transactions under conditions where the firm costs are less than the
costs of carrying out the transaction through the market.” Coase concedes the nature of the firm,
a basic unit of analysis in modern economics, to be “shadowy”, but suggests that the efficiency of
the whole economic system depends to a very considerable extent on what happens within these
“economic molecules”.’

The subsector can be conceived of, extending the chemistry analogy, as an economic
compound made up or defined by the complex interrelationships between these molecules. Firms
find themselves, much like the individuals organized under them, often in need of pursuing various
coalitions to advance or preserve their individual interests. The economic “system” alluded to by
Coase illustrates the interdependence of action and strategy employed by these economic molecules.
Together they generate a system performance of value creation, transforming and distributing scarce
resources between and among competing outlets.

The nature of trade and the conflict of firm-to-firm goals within a subsector may present
significant barriers to implementing higher subsector-level strategy, particularly where there are a
large number of different firms, products, channels, supporting institutions, and distinct value-
adding stages associated in varying degrees with each other. At the very least, subsector systems
of varying complexity may require different conceptual and/or methodological approaches for
strategic planning and implementation from those taken by the individual firm or less complex
organizations. The development of certain key resources, for example, that would be widely

valued and employed by subsector firms, may be constrained by problems of free-ridership; high

2

Following the conception of the firm as presented by Ronald Coase (1937), and later Cyert
and March (1963) and Leibenstein (1979).

’  R.H. Coase, The Firm, The Market, and the Law, University of Chicago Press, 1988.
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exclusion cost goods from which all attending firms would benefit but no individual local firm has
incentive to develop on their own.

There are many positive means of firm cooperation that are demonstrated in agriculture that
can lead to general improvements in subsector performance. Trade associations, commodity
commissions, cooperatives, Land Grant universities, and even government agencies, all provide (in
principle) institutional support for the cooperative efforts of firms seeking to enhance general
performance measures related to their productivity, responsiveness, value, and ultimately,
competitiveness. Selective cooperation on certain aspects can lead to improved coordination of
value-generating activities. Pooling certain types of resources can lead to system-wide economizing
on inputs shared by all, such as market information and certain kinds of research and development.
Cooperation and coordination also have the potential to lead to improved system-wide
responsiveness to shared opportunities and threats. An introspective system-wide search and
identification of weak internal linkages critical to the overall value-adding process and identification
of new needed resources necessary to enhance overall performance can help subsector member
firms to clarify the extent and nature of their interdependencies, identify mutually beneficial
projects and strategic directions, and evaluate their own firm-level activities.

Despite the inherent difficulties found in balancing competition and cooperation within a
subsector, firms do seek to engage in a wide variety of strategic behavior that depends on
cooperation from other firms. Some varying levels of cooperation and coordination often exist
between rival firms seeking to identify synergies through various forms of joint activity or
partnership. As Douglass North states in making the distinction between institutions (the rules) and
organizations (the players): “The purpose of the rules is to define the way the game is played. But
the objective of the team within that set of rules is to win the game - by a combination of skills,
strategy, and coordination...[m]odeling the strategies and the skills of the team as it develops is a

né

separate process.”” The conception considered here is that the “team” can be thought of more

4 North, Douglass, Institutions, Institutional Change and Economic Performance, pp.4-5,

Cambridge University Press, 1990.
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broadly than the individuals within a firm competing against other firms. A team can be made up
of a group of related firms, such as those together in a regional commodity subsector, facing a
common threat or acting together to develop a certain opportunity to their mutual benefit.

The subsector, a tacit organization of horizontally and vertically interdependent firms,
represents a system within which firms have some similarities and often incentives for some
internal competition and cooperation. The activities of an individual firm in the subsector may or
may not coincide with the desired course of the broader subsector. The collective management of
strategies for any organization, however it is done, including the deriving of goals, joint actions,
allocating resources, and ex post strategy evaluation, can be observed to conflict or complement
to varying degrees the strategic management initiatives of the individual member firms. The
conceptual economic framework guiding research and inquiry for this micro-macro phenomenon
investigated in this research will draw in part from the systems orientation of subsector studies,
industrial organization, and Thomas Schelling’s micro-motive / macro-behavior models. Combining
these approaches with the theory and tools of firm-level strategic management can help guide
inquiry into subsector strategic planning processes, institutional and organizational innovation, and
contributions to long-term planning, coordination, and ultimately, firm and subsector performance.

Commodity subsector research has traditionally devoted considerable attention to issues of
cooperation and coordination as they lead to measures of improved performance. Subsector
strategic planning and management promises to be a meaningful research area inasmuch as it seeks
in principle to selectively facilitate constructive cooperation and coordination on certain key issues
between otherwise rival firms related by the value-adding process. Subsector firms often share
certain resources within the system (location, public R&D, infrastructure, promotion), compete with
common advantages and encumbrances toward often similar customers or markets, and are often
threatened together by outside forces.

Shaffer has emphasized the importance of the evaluation of food systems by researchers
and participants. There is a need among many to understand better the nature of interactions

within the system and how they contribute to the performance of the economic activity contained
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(Shaffer, 1973, 1980). Routine microeconomic tools are generally inadequate to understand
evaluate and these systems. The complexity of the interactions within a commodity subsector
system can be very challenging for comprehensive evaluation, and therefore a more general
understanding of key driving forces needs to be pursued as well as firm and segment relationships.

It is perhaps a more modest endeavor here to focus (following Shaffer, 1973) on key
trends, forces for change, unexploited economic opportunities, and anticipated problems leading
to performance with a systems orientation to the strategic management initiatives that may be
adopted by a subsector. Examples of this, such as those within the Michigan apple subsector, are
perhaps characteristic of what may be useful or descriptive of other agricultural commodity
subsectors. This can include an attempt to identify, understand, and communicate
interdependencies of alternative strategic actions that may not be, as Shaffer suggests, immediate
or obvious.

Methodological approaches to implementing a strategic planning and management “system”
for a subsector need to be developed more explicitly, based on a better understanding of the
relevance of this conceptual approach. Prescriptive measures for a subsector-level approach to
strategic planning and management are offered with a recognition that the opportunities and
limitations at this level should be viewed with an understanding that much remains to be learned.
It is unreasonable to expect one methodological approach to be universally applicable with equal
results to all regional commodity subsectors. There exist, however, some basic principles that may
be generally applied to many commonly faced situations. The nature of the internal and external
competitive conditions faced by the Michigan apple subsector studied in this dissertation are
frequently encountered by others.

The case of the Michigan apple subsector suggests that coordinated strategy will typically
evolve through a sequence of stages. One stage involves building a strategic orientation for the
subsector among subsector participants. Strategic planning for the subsector can then be pursued.
A further important stage, inter-related with the others, is the coordination of subsector-wide

strategy development and the implementation of improvement actions intended to move the overall
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subsector along a certain direction consistent with the subsector’s strategic plan. The concept of
subsector strategic coordination, in a sense, captures the essence of the full sequence of orientation,
planning, and implementation.

There are several research needs that are therefore recognized. General conceptual and
methodological approaches for strategic planning and action for the firms together in the subsector
that are facing common economic conditions with respect to their resources, the resources of their
competitors, and the market also need to be developed. The impact of a strategy-orienting system
developed and implemented at the subsector level needs to ultimately be evaluated for its
contribution to system performance - its generation of value and efficient use of resources.
Research capital also needs to be expended to better understand and improve joint decision making
processes among firms and organizations together in a commodity subsector.

Firms maintain their own strategy often with little regard for the collective effect of all firm
strategies in a subsector. There is a further need to understand and evaluate the relationship and
dynamics of individual firm strategies as they affect system-wide performance. The firm provides
primary focus to its micro-strategy and attending stream of actions, but these must be considered
in the context of broader macro-strategies and their attending actions. The strategy-orienting
activity within the subsector must include initiative to develop firm-level incentives to cooperate
or engage in conduct consistent with what is necessary to improve overall subsector performance.
The collective problem in this case involves at least two points of micro-macro tension: (1)
individual firms may be unable to sense a need for collective strategic reorientation at the subsector
level and (2) individual firms may not have the wherewithal to respond to a threat or opportunity
adequately even fif it is sensed in a timely way.

The firm-level inability or inertia to alter its strategic course may be more resolvable
through collective action and negotiation. Inadequate incentives for the firm to alone pursue the
course for the common good of the subsector may be present and thus require negotiation or
collective action when investments in high exclusion cost and joint impact goods are required to

advance or preserve firm interests. The absence of any mechanism to provide such goods can have
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a profoundly negative bearing on subsector-level performance as it may lead to overall subsector
inertia - the whole system is unresponsive to developing a key resource.

There are a number of firm-level concepts which may be useful when extended to
subsector strategic planning and implementation. Sustainable advantage through perpetuating
superior organizational decision making in relatively efficient markets (Oster:1994), and superior
problem sensing as a component to adaptability (Kiesler and Sproull:1982), and first-mover
advantages (Chandler:1990) are among the well developed firm-level concepts that may be
extended in a meaningful way to subsector-level strategic management.

Relative subsector strategic mobility, or responsiveness, is a capability that perhaps can be
developed to improve subsector performance: reducing severe dislocations in factors of production,
improving allocative efficiencies, and improving anticipation of consumer needs. Improving
subsector responsiveness may take the form of improving issue sensing so that the firms within the
subsector are not “caught asleep at the switch”, or it may involve developing mechanisms
necessary to develop an effective response or initiative.

This research effort is presented, in part, as an attempt to extend emerging principles of
strategic management, formerly applied mostly to the firm, to the long-standing problems of
intersectoral planning and coordination often seen in regional agricultural subsectors, particularly
those associated with perennial crops. This research is also related to the broad mission of the land
grant university toward agriculture: to fill the gap in public research and development, extend
information and technology for the betterment of the agriculture community, and basically serve
as a resource that would enhance the long range capabilities of agriculture through research,
extension, and education. The prioritization of publicly funded research and extension activities
corresponding to derived subsector strategies can be an important component to improved
coordination and ultimately performance.

There is often a complex system of ancillary private and public organizations that
contribute to the collective capability and competitiveness of certain commodity subsectors. It is

with a view toward better understanding not only the inter-firm issues and relationships but the
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nature of subsector strategic orientation as it is influenced or guided by the support activities
provided by these ancillary organizations, particularly as they interact and provide solutions for the
Michigan apple sector, that this research proceeds. Subsector demand expansion organizations such
as the Michigan Apple Committee have their own strategic planning initiatives for their particular
organizations that are aligned in some way with the (explicit or implicit) broader mission and
strategies of their respective subsectors.

Improved subsector performance that can serve as the guiding criteria for the effectiveness
of a subsector strategic orientation system includes the improved profitability and competitiveness
of a subsector as realized by the firms that comprise it. The broader concept of subsector
performance, however, is considered here in a similar fashion as Stephen Sosnick. There is a need
to recognize explicitly the existence of such social conflicts as the food-price dilemma and other
such conflicting performance criteria are dependent on various interest groups (Sosnick, 1964).
No single performance standard, such as grower profit, will be universally acceptable to all
subsector member firms, the participants within markets they serve, and firms outside the subsector
that are still in some way interdependent as they are competing for scarce resources. The pursuit
of strictly defined Pareto improvements can be futile and the system participants and researcher
must content themselves to pursue initiatives that help many as much as possible and harm few
as little as possible.

It is a primary goal of this study to evaluate the premise that industry or subsector strategic
management (strategic planning, action, and evaluation) may in some circumstances be effective
in improving industry competitiveness, progressiveness, and vertical coordination among the
various segments, and thus improve performance within the regional agricultural sector.
Performance would include, among other things, a reduction in sustained periods of chronic losses,
reducing firm-level uncertainty with respect to its local environment and thus facilitating
appropriate long-term investments, improving the subsector’s attendance to and delivery of products

best corresponding to consumer preferences.
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1.2 RESEARCH OBJECTIVES

The broad mission of this research is to investigate, conceptually develop, apply and
evaluate strategic planning and management generally at the commodity subsector level. It is the
task of orienting firms within the subsector to think and plan strategically that is the application
of what is developed conceptually.

Distinctions are drawn between firm-level and subsector strategy but with explicit
consideration of their inter-dependence. Generalizable conceptual and methodological approaches
to strategic orientation for the commodity subsector are explored, drawing primarily from the
recent and on-going strategic planning and implementation experiences of the Michigan apple
subsector.

The first objective is to develop appropriate definitions and concepts of subsector strategic
planning and management through a review of selected strategic planning and management
literature. This emphasizes previous work that supports the pragmatic extension of strategic
management of the firm to a group of inter-dependent firms such as those in a regional commodity
subsector. Previous research developed with a primary focus on firm-level decisions helps to
develop a basis for describing a concept and practice of the subsector strategic management
process. A related objective is organizing economic literature that points to the relevance of
strategic management at the subsector level. These lead to a series of propositions relating
subsector strategic orientation to subsector performance.

The second objective is to analytically describe, in the form of a case study, the stages of
formulation of some recent strategic planning initiatives and experiences by participants in the
Michigan apple subsector. This includes a discussion detailing the formation and activity of the
Michigan Apple Industry Strategic Planning Task Force as a facilitating institution. This subsector
case provides an initial basis for comparison and contrast of the strategy formulation process for
the firm compared with the subsector. Initial guiding principles related to the initiation,
development, and evaluation of the activities geared to orient the subsector along the lines of broad

planning and strategy are drawn from this case. Key elements are discussed that relate to improved

10



[P .

awector pert
Force.

The tr
Michigan sub~
used and resu
ubsector plar
ariculated by
performance a-
Shippeny’ Ase.

A four
piarning init:.
&rproaches er
process wil] +
identified by
MWipated 1o |
o discunee:

An i

Usector gy

mdfﬂt“ear .
3 ey
The .

dt\ elr)F‘i‘d h\
0gether Wit

fl’aﬂ}e“ ()Tk




subsector performance in relation to the strategic planning initiatives carried out through the Task
Force.

The third objective is to analyze the Michigan apple shipper segment related to the broader
Michigan subsector and to the subsector strategic planning process. Methodological approaches
used and results gathered are evaluated both in terms of content and implications for a broader
subsector plan. Alternative directions for improved performance in the future of the subsector, as
articulated by the shipper segment, are analyzed and discussed. Evidence for a linkage between
performance and the strategic planning activities carried out by the Task Force and Michigan Apple
Shippers’ Association is be compiled specifically for the fresh apple shipper segment.

A fourth objective is to analyze and discuss, as part of the case study, collective strategic
planning initiatives with a focus on the grower segment of the Michigan apple industry. The
approaches employed to facilitate the engagement of growers in the subsector strategic planning
process will be discussed. A competitive situation analysis is compared and contrasted to that
identified by the shippers. Specific actions identified by the strategic planning process that are
anticipated to lead to improved coordination with other subsector segments and performance will
also discussed.

An important overall objective is to provide a summary evaluation of the commodity
subsector strategic orientation and planning process and potential contribution to improved
performance for Michigan apples. General principles, important considerations, and supporting

evidence are analyzed and discussed with a view toward application to other commodity subsectors.

13 METHODOLOGICAL APPROACH
The subsector concepts of firm cooperation and coordination toward improved performance
developed by Shaffer (1973, 1980), French (1974), Marion (1986), and others is built upon

together with the work of other economists and business academics to develop a conceptual

framework.
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The Michigan apple subsector is employed as the central case of this dissertation. A case
study of subsector strategy development and implementation in the context of the Michigan apple
subsector is developed using conventional case study method approaches. A summary of general
case study methods that may contribute to subsector strategic orientation and planning is presented
in Appendix A.

Case study methods help to provide evidence and insight relating to the relevance of
strategic management for the commodity subsector in ways superior to other methods. Strategic
management practice is guided by principles that evolve from highly complex interrelationships
and idiosyncratic attributes of the organization. Given the complex nature of relationships in a
subsector, case methods provide a unique way to shed light on these idiosyncratic interrelationships
and attributes and become part of the pragmatic approach to developing “workable” strategies.

Two major survey efforts directed at different segments of the Michigan apple subsector
support the work in this dissertation. The first survey involved the 19 major shipper organizations
as a segment of the larger regional subsector. The survey approach involved personal structured
interviews with each firm’s management. The second survey method employed a mailed written
survey to the grower segment and was sent to 1250 Michigan growers listed on the Michigan
Apple Committee mailing list.

The questions and format of both surveys were developed through an iterative process
through collaboration within the Michigan Apple Industry Strategic Planning Task Force. Both
surveys were developed at the request of the Task Force and were conducted by Michigan State
University researchers. The survey questionnaires used in this study are presented in Appendix B

and C.

14 OVERVIEW OF THE DISSERTATION
The second chapter will discuss the evolution of strategic management literature identified

in the fields of management and economics leading to current definitions of key concepts and
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approaches, particularly as they may apply to the development of a strategic planning and
management framework for an agriculturally based subsector. The concept and practice of crafting
strategy at the subsector-level is developed further from economic theories of the firm and
organizational interdependence. Another section of the chapter presents an economic rationale for
pursuing a regional subsector strategy toward improved subsector performance and competitiveness.

The third chapter focuses on illustrating concepts and methodological approaches to
subsector strategy formation and implementation through a case study of the Michigan apple
subsector. The driving forces that encouraged the investigation into subsector-level strategic
planning efforts are evaluated and discussed. Attention is paid to some of the process components
of crafting and implementing subsector strategy, describing the specific organizational and coalition
building processes employed by the Michigan apple subsector. Particular attention is paid to the
formation, administration, and activities of the Michigan Apple Industry Strategic Planning Task
Force and its role in facilitating a subsector-level approach to strategy identification and
implementation. Differences in strategic management approaches between the firm and subsector
are inferred based in part on this experience together with the concepts developed in the previous
chapter. Finally, a discussion and analysis of the potential influence of planning and implementing
strategy at the subsector-level on the performance of the Michigan apple subsector are presented,
particularly along the lines of improving overall subsector responsiveness to broadly recognized
threats and opportunities.

The fourth chapter examines a more narrow component and early stage of the Michigan
apple subsector planning process with a focus on the fresh shipper segment. Specific conceptual
approaches and methods for subsector strategic planning are illustrated, as well as some of the
unique opportunities and difficulties of crafting and implementing strategy at this level. The
shipper segment view and analysis of the subsector's competitive situation is presented as well as
their assessment of actions needed to support general strategic directions for the subsector.

Implications for supporting industry organizations are drawn from the results of the survey.

13
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Finally, prospects for improvements of subsector performance as a result of identified opportunities
for cooperation and coordination by the shippers are discussed.

The fifth chapter examines a two additional segments of the apple subsector - the growers
and packers. This chapter seeks to illustrate additional approaches to coalition building within the
subsector with a view toward improving the effectiveness of strategic planning and implementation.
This chapter provides a further illustration of a segment-by-segment survey process that organizes
critical information toward identifying feasible action alternatives.

The growers, as a group, are in some respects more diverse in comparison to the shippers,
emphasizing more diverse fresh and processing markets. Potential conflicts and opportunities
relating to the subsector strategic planning process are discussed as growers relate to other
segments. Packers are examined along with the growers, since most packers are also involved with
orchard production as growers. Processes for identifying workable actions toward improving
subsector performance are further identified and discussed with relation to these segments.
Commonalities of recognized opportunities, challenges, and needed actions with the shippers are
also explored. Implications for industry support organizations and prospects for improving
subsector-wide performance are identified from the survey results.

Chapter six presents a summary of the status and direction of subsector strategic planning
for Michigan apple firms and organizations, summarizing the progress to date. The strategy
building context for Michigan apples is summarized with a specific focus on (a) relating firm and
subsector goals, (b) Michigan's competitive position, (c) driving forces affecting subsector change,
and (d) key success factors (emphasizing the fresh market).

The status and direction of priority industry actions that have emerged from the strategic
planning process to date are discussed. These include (a) actions to improve overall fresh apple
quality, (b) actions addressing pesticide use, availability, and pest management, (c¢) demand
expansion, and (d) variety evaluation.

Considerations relating to implementing a number of changes for the Michigan apple

subsector are discussed. The importance of involving key industry leaders, consensus building, and
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building organizational linkages is emphasized in the context of the Michigan apple case. A brief
discussion is also presented on future activities and alternative approaches for continuing strategy
formation and implementation efforts by the Michigan apple subsector.

Finally, chapter seven provides an overall evaluation of the subsector strategic planning
and coordination processes as they have been adapted for Michigan apples. Opportunities and
limitations to a subsector-level approach are summarized. General components, component
objectives, and tools for a subsector strategic planning system are discussed, based on the Michigan
apple case. Considerations for operationalizing strategic planning are similarly presented.
Principles and possible extensions to other subsectors are lastly considered as well as venues for

future research in this area.
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CHAPTER 2
STRATEGIC MANAGEMENT CONCEPTS AND

INTERDEPENDENT ORGANIZATIONS

2.0 INTRODUCTION

The practice of strategic management has evolved, in part, because firms and organizations
recognize that the eventual outcome of or payoffs to certain choices can be advantageously
influenced by a well analyzed, coherent, planned set of actions rather than short run reactions.
Furthermore, many key payoffs are often impacted by choices made by other firms and
organizations. Interdependence is inherent in strategic choice. Business activities are not chosen
in isolation, but rather in anticipation of reactions by rivals, partners, and customers, as well as a
changing business climate. Firms linked in a subsector similarly choose among various individual
and joint ventures based in part on a recognition of their strategic interdependence.
Interdependence extends to other subsector participants, rivals and partners beyond the subsector.
A changing business climate that influences directly or indirectly the capabilities and performance
of the subsector can also contribute substantially to the need for functional strategic management
practice at a broad level.

This chapter has several objectives designed to demonstrate the relevance of crafting and
implementing strategy at a regional subsector level. The starting point is establishing a conceptual
foundation on which to develop methodological approaches to managing subsector strategy. The
first section provides background and definitions, and investigates the evolution of the concepts
and practice of strategic management as recorded in economic and business literature. Particular
attention is devoted to collective and coordinated strategy development and implementation.

16
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The second section examines four central concepts of firm-level decision making that have
been established in the business and economics literature : strategy, strategic planning, strategic
management, and factors leading to first-mover advantage. These four basic firm-level concepts
are extended to the commodity subsector.

The third section seeks to build on the previous sections by discussing various facets of
economic interdependence, and how the firms can benefit from building coalitions to evaluate and
implement collective strategies. Implications for possible subsector approaches to these kinds of
initiatives are drawn from the theory of the firm and from empirical observation of how firm
conduct and performance shed light on organizational interdependence.

The fourth section aims at presenting a rationale for a regional subsector strategy. The
specific focus in this section is on organizational interdependence arising from geographical
considerations.

The final section extends the concepts developed in the previous sections by considering
the relevance of strategic management, particularly as a coordinating mechanism, for a regional
commodity subsector that represents many interdependent firms and organizations. It also pulls
together the material in the chapter through a sequence of propositions relating to strategic
management, the firm, and the subsector. The aim of this section is to clarify the need for further
conceptual development and methodological approaches that will be addressed in part through the

studies of the Michigan apple and asparagus subsectors.

2.1 EVOLUTION OF STRATEGIC MANAGEMENT

The goal of this section is to systematically lay out the conceptual developments in the
business and economics literature that have led up to what is now recognized as strategic
management. The purpose of this phase of the work is to lay a foundation for extending these
concepts and approaches to areas of conduct and performance within a regional agricultural

commodity subsector.
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Much of the current strategic management literature begins with the writings of Chester

Bamard. His book, The Functions of the Executive (1938), is cited in almost every textbook on

strategic management and has made a profound mark on the field. His themes focus on the
individual’'s engagement in cooperative action on a variety of fronts, recognizing the ubiquitous
interdependencies of individual actions with other individuals and the implications for
organizational structure and its reason for being. The theme woven throughout Bamnard’s work is
that organizations exist to advance individuals’ commonly held goals or to support commonly held
principles. These organizations, in turn, choose strategically among a set of alternative actions
interdependent with the choices of other organizations. Barnard's work served as the impetus to
much of the behavioralist branch of strategic management research and organizational theory. The
emergence of organizations that defined corporate America concurrent to his writing drew
considerable attention by social scientists seeking to define appropriate firm conduct, both from a
manager/board of directors perspective and from regulatory agencies seeking to maintain some
manner of countervailing power. Many economists have since made meaningful contributions to
firm structure and conduct issues and have thus contributed to the intellectual capital accumulating
in economics and business strategy.

Joseph Schumpeter characterized business strategy as ultimately an issue of firm survival
in a changing, uncertain environment. The dynamics that characterized capitalism was portrayed
in the process of “industrial mutation” that incessantly revolutionizes the economic structure from
within, incessantly destroying the old one, incessantly creating a new one. He termed this process
“Creative Destruction” and indicated that “(e)very piece of business strategy acquires its true
significance only against the background of that process and within the situation created by it. It
must be seen in its role in the perennial gale of creative destruction; it cannot be understood
irrespective of it or, in fact, on the hypothesis that there is a perennial lull.”* Understanding the
context of business strategy formation is critical to any kind of evaluation and,<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>