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ABSTRACT

AN ANALYTICAL FRAMEWORK FOR
INDUSTRY STRATEGIC PLANNING AND COORDINATION

By

Conrad Power Lyford

Commodity industries in agriculture are being challenged to respond to many dynamic
changes affecting their competitiveness and economic viability including opportunities for
domestic and international demand expansion, changing government regulations, competitive
pressures, and customer quality requirements. In order to effectively compete in markets which
are increasingly global, very dynamic and often fiercely competitive, commodity industries, as
well as the individual firms and organizations within these industries, need to plan for needed
strategies for the future. Such an approach can aid an industry to adjust rapidly to changing
market and economic conditions as well as improve the industry’s overall performance in serving
changing customer needs. Some industries, comprised of firms and other organizations within a
commodity industry, are pro-actively addressing challenges through planning strategically. As
these aspects are addressed then industry performance can be improved. This sort of planning
activity with the goal of improving the competitiveness and economic viability of commodity
industries is what is termed industry strategic planning and coordination (ISPC).

A key purpose of this dissertation is to contribute to the development of a pragmatic,
broad-based analysis framework for accomplishing ISPC. As one step toward this goal, a
review of theoretical concepts and ideas from several relevant disciplines was developed. These
concepts and ideas were subsequently used to develop an ISPC framework as an effective guide

for practitioners of ISPC. This ISPC framework was then related to the empirical setting of two






industry case studies which involved industry strategic planning and coordination. Based upon
the case studies, the framework was evaluated in relation to these empirical settings. This
evaluation indicates that the ISPC framework is a useful model and can be used in other
industries.

Experiences studied in this dissertation indicate that ISPC can be effective in helping an
industry to develop and implement strategies that are likely to lead to improved industry
performance. This indicates that further research on ISPC and applications of ISPC will likely
provide useful contributions. This dissertation documents this and further contributes to the

development of a comprehensive analytical framework for industry strategic planning and

coordination.
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CHAPTER 1

RESEARCH SETTING AND PLAN

e Research Setting

Commodity industries' play an important role in our economy. They provide important
o food manufacturers (e.g. corn, wheat) and market some products to consumers in non-
ed forms (e.g. apples, peaches, oranges). There has been a long public interest in these

es given their important roles in providing food to the nation as well as employment in

mmunities. Many dynamic changes are affecting the competitiveness and economic
' of these industries. These include changing government regulations, domestic and

onal demand expansion or contraction, increased competitive pressures, and greater

r quality requirements.

At the level of an agricultural firm, industry changes can be systematically identified, their
ons assessed, appropriate strategies developed and implemented through a process of
management. However, in addition to firm-level strategic management, there may be

] opportunities to improve industry performance and competitiveness through industry-
rts to address certain types of issues that may be most effectively addressed by some

ed industry responses. This suggests that some form of “industry strategic planning”
useful endeavor to improve an industry's competitiveness and economic viability.

, such strategic planning and coordinated action for improved industry performance are

ant goal of the Michigan apple and U.S./Michigan tart cherry industries.

dustry in this setting refers to firms and industry support organizations involved in
and marketing an agricultural commodity from a particular region.

1






2

One example of an industry improvement strategy that can be enhanced through
inated industry efforts would be to strengthen the industry's reputation in providing high
y products to the market. This strategy could help enable firms in one regional industry to
d market share and develop new markets for their products in competition with other
odity industries. Often an industry's reputation depends on the action of all firms in the
y area. Therefore, improving the shared reputation has some facets that are beyond the
lity of any one firm or organization alone, most especially in a commodity industry.

The need for such industry-level strategic planning and coordination is accentuated by the
at the role of the public interest in agriculture is changing. Agriculture as a whole has long
d substantial support at the public policy level, but this is increasingly less the case. There
uced government price and income supports for such farm industries as wheat, corn, and
Increasing amounts of public regulations affect agriculture in such areas as pesticide and
er use, hired labor, and food safety. National public investments through such institutions

grant universities and cooperative extension are declining under budgetary pressures.
, the public investment in production agriculture seems to be declining while the costs of
ory compliance by agriculture and food firms are increasingly important. This provides

of motivation for commodity industries to collectively recognize and address these

Industry strategic planning and coordination has or is being used in some industries and
otential to be useful in a number of other industries. Recent experiences with the

n apple industry indicate this potential (Woods, 1996). One benefit from this approach is
d coordination within the industry to enhance and quicken needed adjustments in such
production and marketing.

Although relatively little has been written about industry strategic planning and

tion, some recent works are quite relevant as a base to build upon. These include current






3
nent of the area of industry strategic planning and coordination (Ricks and Woods, 1996),
r analysis (Shaffer, 1980; Marion 1986, Boughton et al, 1995), and strategic management
rm (Porter, 1985; Peterson, 1996). Furthermore, because the Michigan apple and
higan tart cherry industries are currently engaged in a process of industry strategic
and coordination, these situations provide a special opportunity to both contribute to and
n these industry strategic planning and coordination processes. Thus, further exploring
loping the use of industry strategic planning and coordination concepts and approaches

ve to be useful as a practical and conceptual contribution.

stry Strategic Planning and Coordination (ISPC) *

1e use of strategic planning for an entire industry with related types of coordination has
widely used than strategic planning for an individual firm or organization. An

te definition for industry strategic planning is thus a necessary starting point. In

1g this definition, three key issues will be addressed:

) What is industry strategic planning and coordination?

 Why were these particular words chosen to describe this type of activity?

What is the most useful way to look at the industry in this context?

ing three sections address these questions.

Process of Strategic Planning at the Industry Level

ategic planning at the industry level is a process where firms and organizations within
‘strategically plan together to take selected coordinated actions to improve industry
ness, performance, and economic viability. In the Michigan apple industry

representatives from firms and industry organizations have met periodically in a

his section, ISPC will be used to refer to Industry Strategic Planning and Coordination.
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4

ership roundtable format to synergistically develop strategies and plans to set the stage for the
re success of the industry. One of the key expected outputs of this type of process is a set of
ritized strategies or action alternatives where industry action can help improve performance.
The participants in the industry planning process selectively work on developing strategies
dress certain issues that can supplement strategies of individual firms and can help set the
e for improved performance by both individual firms and the aggregate industry. This process
be expected to focus attention on certain opportunities or problem areas where individual
s and/or support organizations can respond with appropriately identified strategies. Strategic
ning at the industry level may involve selected actions or programs, possibly including
datory regulations such as minimum quality standards or voluntary informational approaches.
 the minimum quality standard example, the strategic planning process could raise awareness
e issue and promote effective policy responses by individual firms and industry organizations.
Rationale for the Terminology of Industry Strategic Planning and Coordination
There are a number of potential choices in determining the appropriate terminology to
ibe strategic planning at an industry level. One obvious choice is to call the activity industry
gic planning. However, strategic planning as a term in the business literature has been
d as only part of the needed overall process. Managers generally need to implement as well
. This has resulted in the development of the strategic management term to describe firm
trategic planning and implementation efforts (Hussey, 1994).
Industry strategic management is a potential choice to describe efforts to plan and
ent certain kinds of changes for the future at the industry level. However, the use of the
anagement" in this context implies a level of implementation control that is clearly beyond
el that most industries could achieve. A diverse and complex industry of many different
rganizations, and marketing channels with several vertical levels in the production-

ing chain cannot be "managed" to the degree that is possible within a firm. Therefore, the
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5
ndustry strategic management has its drawbacks in the context of a diverse and complex
odity industry.

The goal of integrating strategic planning with implementation suggests that an element of
trategic plans can or will be implemented at the industry level should be included in a most
riate term for this approach. The strategies developed through industry strategic planning
ost likely require some manner and degree of coordination and cooperation between the
ind organizations in the industry - - although in many cases this may be quite informal and
7 knit. This type of cooperation must largely be achieved through voluntary actions of firms -
other organizations comprising the industry. The use of the word coordination in the term
y strategic planning andcoordination arises from this important consideration. Therefore
dissertation, the phrase industry strategic planning and coordination (or ISPC) will be used
ribe this approach.

"he "Industry"” in ISPC
ISPC when applied to an agricultural commodity industry focuses on the interrelated firms
ustry organizations from the farm level through other phases of the production and
ng system that identify themselves as having a common interest in that commodity
. This common interest may focus around a number of issues often including some
hic basis. For example, the Michigan apple industry includes growers, packers, shippers,
ors, and apple industry organizations. These firms and organizations in the Michigan
ustry share to some extent a set of common interests and reputation with Michigan apples

s as well as common production and marketing problems such as market development,
election, quality issues, supply-demand balance, etc.

important distinction about industry strategic planning and coordination is that it is not

d by a centralized planning agency. ISPC is developed largely by the industry itself.
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6

s means that the firms and organizations provide the direction, and thus the strategies and
rities developed will be grounded in and closely linked with the needs of the industry.

From the public policy perspective, some might be concerned that the goal of industry
tegic planning and coordination might be to restrict quantity and achieve a higher collusive
e for the industry. There are, however, many other prospects and motivations for improved
stry performance in a dynamic, highly competitive environment that are much more likely
s for attention in industry strategic planning and coordination. These include developing
stry public goods (such as consumer market research), improved vertical coordination, and
r benefits with the primary goal of more effectively serving customer needs. The issues of the
fits of industry strategic planning and coordination as well as possible monopoly motivations
1ese efforts are discussed in Chapter 2 from a theoretical perspective and in Chapter 6 based

periences in the Michigan apple industry and the U.S./Michigan tart cherry industries.

esearch Objectives

ISPC is an approach that offers substantial promise for aiding the competitiveness,
'mance, and economic viability of industries. The broad objectives of this dissertation are to
r analyze and develop the concept of ISPC as well as to develop effective approaches in
iplishing ISPC. In doing this, the dissertation has the following key research objectives:

1. Contribute to the further development of a pragmatic, broad-based analysis

framework for accomplishing ISPC.

2. Develop an improved understanding of the potential benefits and

| limitations of ISPC.

3. Provide evidence, to the extent that data and information are available, that

ISPC can be useful in some industry settings.
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4. Apply certain aspects of the ISPC framework developed here and in other
recent works to the Michigan apple and U.S./Michigan tart cherry
industries to further show the usefulness of the ISPC approach in practical

applications.

Research Procedure
To accomplish the above research objectives, it is necessary to develop an appropriate
:arch procedure. This section presents such a procedure by (1) proposing two researchable
»ositions, and (2) describing the testing procedures that will be used to establish the validity of
propositions.
| Research Propositions
As mentioned earlier, ISPC is a complex, relatively new approach with potentially
ortant economic outcomes. At this point, there has been relatively little research about ISPC
h means that developing an exploratory understanding of ISPC and its theory would be
priate.
Research Objective 1 of this dissertation is to further develop an ISPC analytical
work. This objective leads to the following proposition:
Proposition I
Based on theory from relevant disciplines, a framework of interrelated
activities can be specified as an aid for accomplishing ISPC.
roposition may seem trivial. However, it is not necessarily apparent that established theory
les an adequate source on which to develop an ISPC framework. Economic theory and
st practice have historically argued against a legitimate ISPC process while management

has been focused on the firm level.
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8
Proposition I is the theory building phase of the research design. Theory about how to

ively accomplish ISPC from relevant disciplines is integrated in a framework. The relevant
ure for building a useful ISPC analytical framework comes from several sources. The
ure on firm-level strategic management provides considerable foundation material. Then
literature from economics, agricultural economics, management, and other social sciences
used to modify and adapt relevant firm-level concepts for application to the industry level.
pts and relevant aspects for an ISPC framework can also be drawn from the small body of
g literature on ISPC (Ricks and Woods, 1996; Woods, 1996; Ricks, Woods, Boughton, and
, 1996).

The empirical phase of the research design of this thesis applies the ISPC framework
sed in the context of two industry cases where ISPC is being used. This application
es Research Objective 4 listed above. Using the specific industry cases in this manner
nsiderable empirical information and an inductive emphasis towards illustrating,
ng, and validating the proposed ISPC framework. The case studies are used to test a
proposition:
Proposition IT

An actual ISPC process that follows the framework of Proposition I can
substantially contribute to improved industry performance.

ng of this proposition addresses Research Objectives 2 and 3.
>roposition I can be explored through an extensive literature review and synthesis of key
from that review into a framework. Investigating Proposition II, however, requires
¢ empirical validity of the proposed framework. A design for this testing is needed.
ting and Empirical Validation of the Framework
s mentioned earlier, the case study approach has been chosen to explore and investigate

is is appropriate because the case study approach is particularly useful in developing an
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ratory understanding of a new area (Yin, 1994) and can be used to develop and test relevant
hesis and theory (Hartley, 1994). Specifically, the framework will be applied in the cases of
ichigan apple industry and the U.S./Michigan tart cherry industry to evaluate the

iveness of the resultant ISPC process and the ISPC framework.

There are several specific measures of validity for the data collection and analysis efforts
> study research. Yin (1994), a prominent authority on case study research, discusses his
on four types of relevant validity for case study research -- construct validity, internal
y, external validity, and reliability. These measures of validity seem appropriate then to the
h design in this dissertation. The following considers these measures of validity for this
ation and maps out how they are addressed in the structure of the dissertation.

Construct Validity

Construct validity is considered one of the most important advances in the science of
ement theory and practice (Kerlinger, 1986). Construct validity is achieved through
hing appropriate operational measures for the concepts under investigation. That is, it is
nt to establish methods to measure the issues under investigation. Two important elements
ruct validity are (1) does the theoretical concept have an operational counterpart, and (2)
perational counterpart by objectively measured.
[n this dissertation, the first element of construct validity can be established if the
rk can be shown to correspond with the activities that were actually done in an industry
[n other words, construct validity can be established if the theoretical constructs of the
rk accurately describe what happened in actual setting. In this, the description provides
tional measure of the framework.
‘in argues that the second element of construct validity should be based on using multiple
f evidence that mutually reinforce the same findings. In the case study of the Michigan

istry, three main sources of information were used in developing the case. One source
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iformation was from the author’s participant-observation of the activities of the Michigan
e industry ISPC process. This included attending meetings of the ISPC group as well as
loping informational analyses based upon the priorities and suggestions of the group. A
nd source of information was the minutes of the ISPC group’s meeting that established a
en record of key discussion points and decisions made in the meetings. A third source of
nce was from interviews and discussions with key informants. Substantial discussion in
ter 4 will focus on evidence of construct validity for the framework provided by the apple
try case.
2 Internal Validity

Another key test of validity is internal validity. Internal validity focuses on establishing a
'relationship where certain conditions are shown to result in other conditions. That is,
1 conditions cause other conditions. The need to establish internal validity is important for
mework and the ISPC approach in general because a key expectation about the framework
it provides effective methods for carrying out ISPC. This means that the ISPC framework
guide an ISPC process which results in improved industry performance -- the essence of
ition I1.

Internal validity will be pursued within the case studies using three tests. First, it can be
that applying the framework facilitated the development and implementation of strategy
red the industry’s course from what it would have been and hence could result in
d performance over time. This is a weak test of internal validity, but it is appropriate to
s since they are being analyzed as works-in-progress rather than after an extended
>ntation period.

A second, stronger test of internal validity is to show that the ISPC process actually
ted to improved industry performance and not merely a change in course. This second

be addressed in the Michigan apple industry case study, but results remain tentative.
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11
A third test of the framework's internal validity focuses on the fact that the framework is

med to effectively guide ISPC processes. This means that the framework prescribes that
in actions should be accomplished in specific ways in an ISPC process. However, it is likely
n specific situations the actual practice, i.e., what is actually done in an ISPC process, will
tirely parallel or follow the prescribed actions of the framework. In those situations it is
hle to test the specific elements of the framework in which actual practice diverged from the
work's set of prescribed actions. If the divergence from framework results in undesirable
mes for the ISPC process, this helps confirm the internal validity of the framework.
3 External Validity

External validity is the issue of considering how generalizable are the results or what is
of situations to which a study’s findings can be generalized. A key issue in this is how
lizable is the ISPC framework to be developed to situations beyond the case studies where
een tested. Results would be generalizable to a particular population if the results were
d from a sample which was expected to represent a particular population. Case study
h by its very nature generally has a small sample size, often with only one or two cases
hich to generalize. As such, the generalizeability obtained through case studies is
hat tentative because there often are unique characteristics in the particular cases studied.
ans that, based on this dissertation alone, the external validity of Proposition II can not be
tablished. In the concluding chapter of the dissertation (Chapter 6), the issue of external
will be revisited for further elaboration.
Reliability
Yin relates another key test of the validity of a case study, reliability. This test is whether
researcher using the same evidence to develop the case study including data collection,
tc. would come to the same conclusions as the case study. For reliability, it is essential

1ate documentation of the case studies to be kept and review received from other relevant
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12
rchers. In developing the reliability of the case studies in this dissertation several efforts
made. Records were kept of ISPC group meetings and other key events. Furthermore, the
studies and conclusions were reviewed by key informants who suggested that the conclusions

1 appear to be reliable.

rganization of the Dissertation

The remainder of the dissertation is organized as follows. The second chapter reviews
nt literature in the fields of business, agricultural economics, and economics in order to draw
se conceptual sources in developing an improved framework for ISPC. Some key issues
 ISPC framework will need to address based upon theory are identified. This provides
yuidance in adapting and fnodifying existing planning and implementation frameworks to
ustry context. Furthermore, a discussion of theoretical benefits of ISPC is developed.

The third chapter develops an ISPC framework that is designed as a generalizable

ch or guide to accomplishing ISPC. The framework is based upon integrating relevant
ts from the literature reviewed in Chapter 2.
In Chapter 4, a case study of the strategic planning experiences in the Michigan apple
 is developed. The goal of this case study is to apply the framework and provide an
al overview of the entire process in one industry that has and is using this type of
h. Evaluation and analysis focus on the extent to which the ISPC process has been
: in the Michigan apple industry and to which a causal relationship exists between ISPC
stry performance.
The fifth chapter is a case study of emerging strategic planning efforts in the
higan tart cherry industry. This chapter describes current efforts in ISPC for the tart

dustry. An impact analysis of one recently developed industry-wide program, the federal
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ting order for Michigan/U.S. tart cherry industry, is developed as an example of impact
is.

The sixth chapter summarizes the entire dissertation. Within this final chapter, the
vork developed in Chapter 3 is revisited based upon the Michigan apple industry and
fichigan tart cherry case studies. These provide some indications for improving the
vork as well as practical innovations on how to accomplish ISPC. The generalizeablity of
PC framework is considered. The current state of ISPC research is assessed, and
tions on some areas and approaches where future research could improve knowledge about

re provided.
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CHAPTER 2
THE CONCEPTUAL BASIS OF ISPC AND

LITERATURE REVIEW

As called for in Chapter 1, relevant theory and literature need to be reviewed to develop
ndation of an ISPC framework. A key part of the effort in this chapter is to review
vorks and concepts of relevance to developing and explaining the use of an ISPC
vork. The information developed in this chapter represents well established theory that
used in further developing an improved framework for ISPC in Chapter 3.

In reviewing literature for ISPC framework development, this chapter reviews literature
mber of areas. The first section reviews the concept of strategic management and
s frameworks for strategic management that have been developed by Thompson and

d (1995) and Peterson (1996). The second section considers key differences between

management and the different needs for an ISPC context. The third section reviews an

ISPC framework by Ricks and Woods (1996). Subsequently, subsector, value chain,
actions cost analysis are reviewed as important tools to evaluate the performance of
roduction-marketing systems and consider means to improve performance in a fourth
A fifth section reviews the concept of developing core competencies for an industry. A
ion of this chapter reviews the potential benefits of ISPC to an industry from a
perspective. These describe the potential in exploring the ISPC concept and
g an ISPC framework. In the seventh section of the chapter, three important aspects
are identified, i.e., group theory, the problem of public goods, and vertical

14
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ination. They are reviewed for the purpose of providing some theoretical aspects for
fying and adapting existing firm-level frameworks to the needs of ISPC. A final section

arizes the information in the chapter to prepare for the framework development in Chapter

rtrategic Management and Strategic Management Frameworks
A key goal of this dissertation is to contribute to the development of an effective
work for ISPC. One of the base starting points for ISPC is the various strategic
zement frameworks that have been developed by various analysts and that are designed to
ategic management for individual firms. Given this goal, it is worthwhile to consider the
ion, purpose, and method of strategic management and industry strategic planning
vorks.
The Evolution of the Concept of Strategic Management

Strategic planning and management at the individual firm or organization level has been
 a tool in a wide number of contexts. As will be shown later, there are important
nces between this firm-level approach and planning strategically at the industry level.
eless, strategic planning and management ideas, concepts, and frameworks for individual
hould be able to provide important insights relevant to ISPC.

Strategic planning was developed as a planning tool for large businesses in the 1950s.

e other organizations, such as, large government and non-profit organizations, have
Eapproach as well. It is a method for firms and organizations to develop strategies or
action to achieve the goals of the firm or organization, taking into consideration the
resources and external environment of the firm or organization. Henry Migliore (1990)

trategic planning as:
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. . . the process of developing direction for an organization. It is both a product
and a process. The product is the plan itself. It is in writing and clearly defines
where the organization intends to be in the long term, usually three to five years.
The plan includes objectives, strategy, and the short-term steps to ensure overall
success. The process is the interaction that takes place in developing the plan.
Everyone involved in executing the plan should be involved in its development.

A problem with many strategic planning efforts was that "...organizations learned from
actical experience that simple extrapolation of history ... and cadres of professional planners

led to lead to innovation, adaption for change, and even survival. Planning processes too

sily degenerated into goal-setting exercises, failing to embody any real understanding of
mpetitive advantage”. (p. 20, Rumelt ez al, 1994). It seems from this that it is important to
orporate an understanding of competitive advantage in strategic planning activities.

Strategic planning in itself has empirically often been shown to have limited or no impact
firm performance (Mintzberg, 1994). Given that the general goal of strategic planning is to
rove performance, this result is surprising and suggests that strategic planning must be
ertaken carefully in a particular firm. In an industry context, it is also important to evaluate
determine how an industry can accomplish strategic planning that will result in improved
ormance.

Partly to address the problems of strategic planning already mentioned in this section
., Strategic plans not having a real understanding of competitiveness, not positively impacting
ormance, etc.), another term and practice has evolved, referred to as "strategic
agement". Even though the terms strategic planning and strategic management are
times used interchangeably, strategic management encompasses more fully the issue of
ementation implied by efforts at strategic planning. That is, strategic management focuses
nly on developing an effective strategic plan but implementing the strategic plan as well.
e and Buffa (1986), writing in the business firm context, comment:

We cannot plan for everything in great detail, so managers must fill that gap
with strategic thinking on a day-to-day basis and manage strategically—-strategy
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must be a part of every decision. Strategic issues should not arise only during
the strategic planning cycle. (p.231)

In strategic management the goal is that those developing the vision and strategy for the
ization are more closely tied to the actual management and implementation processes that
 in the organization than was often the case in earlier strategic planning efforts. In this,
oping strategies should not be an activity that is driven by planners and then given to
gers to implement.
. Frameworks in Strategic Management

A review of relevant and well-established strategic management frameworks is important

ise the ISPC framework to be developed can be based in part on modifying and adapting
gic management approaches to ISPC. Michael Porter (1994) comments on the purpose and
f frameworks in strategic management research. He indicates that firms face a highly
lex, specific situation that is dynamically changing as the firm, industry, and environment
e. This applies to industries as well as firms. This complex, dynamic setting strains
ntional economic approaches to theory building. Conventional economic theory
aches often focus on isolating a few key variables of interest abstracted from the many real
lexities of competition. Economic models have not been able to embody the full
exity of the many economic factors and competition that the firm faces, and are limited to
ely abstract situations, such as, where small groups of firms approximate the assumptions
articular model. The results of these models are further highly influenced by their
ptions that are often quite different from the real world complexities of dynamic and
titive business firms and industries.

Frameworks are especially valuable and useful for explaining real-world economic
or. Frameworks can seek to encompass the many variables and complexities that

nd the competition and economic setting of the real world. An important part of the
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in each framework is the choice of particular variables to include in the framework and
ey are organized. Porter furtﬁer notes that "... as long as the building of frameworks is
ipon in-depth empirical research, it has the potential not only to inform practice® but to
e development of more rigorous theory” (p. 429).

In the following section two frameworks of strategic management are reviewed. These
vorks are designed to be useful for those engaged in strategic planning and implementation
‘and aid in understanding the many complex and dynamic factors that are relevant for
ic management. An important focus is on the key activities that management theory
tes should be used by a firm as it prepares for the future, as these activities will likely be
in ISPC.

The Five Tasks of Strategic Management

Arthur Thompson and A. J. Strickland (1995) have developed and summarized a

work for the main interrelated tasks of strategic management. One overall goal of the
vork is to describe the tasks necessary to making and implementing firm strategy. The
|

tasks that should be completed sequentially are:

1. Developing a strategic vision and business mission

2. Setting objectives

[9%}

. Crafting a strategy

4. Strategy implemention and execution

5. Review and re-evaluation
it three tasks are related to the development of the strategic plan while the fourth task

s implementation of the plan. The fifth task reviews and re-evaluates the earlier tasks in

e use of the term "inform practice" by Porter apparently means to inform those who are
in a particular activity. In strategic management, informing practice would likely mean
)se engaged in strategic management such as managers, executives, analysts, etc.
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‘of changing circumstances and shows strategic management as an iterative process. The
wing section discusses each of these tasks.
loping a Strategic Vision and Business Mission
Developing a strategic vision and business mission for the firm is at the foundation of
strategic management. The business mission identifies the main overall direction of the
while the strategic vision shows what the firm is working to become. This overall portrayal
> firm and its future plans can provide a motivating description of the firm. It may help
yyees to have a better understanding of how to serve customers, and a strong organizational
ty may be established.
jectiv

fo meet the overall business mission and strategic vision, it is necessary to develop short
ng range objectives or performance targets. These objectives can be usefully employed to
nge the firm. As the firm seeks to close the gap between current performance and desired

ance, it is pushed to be creative in achieving these objectives. A specific timeline to

‘plish particular objectives develops a sense of urgency in meeting the objectives.

|

Objectives are the desired end results while strategy includes the methods by which the
es are to be achieved. A situational analysis or a complete evaluation of the firm's

and external situation provides an important basis for developing strategies. The

of the firm's internal situation defines its capabilities and limitations. The analysis of
rnal environment provides information on key emerging trends, external driving forces,
cess factors, changes in technology, and other factors that have relevance to the firm.

s information, a set of strategies or an overall strategic plan can be developed that is

the realities facing the firm.
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It is important in developing the strategic plan that the strategies selected be flexible to
changing circumstances. Over time, as events unfold, the strategies developed will need to
odified in an emergent fashion. The overall strategy actually implemented is usually a
are of intended strategy from the strategic plan and emergent strategy to respond to
ging circumstances.
entati ution

Strategies developed need to be implemented if they are to be effective in moving the
toward its long term objectives. To do this, it is necessary to determine what must be done
t the strategy to work and to meet the time schedule for progress identiﬁed in the planning
ss. Within this, it should be specified who will accomplish the strategy and how resources
e provided to accomplish the strategy.

Another important task of strategic management recognizes that strategy development
nplementation is not a one-time exercise. Strategic management is most effectively used as
inuing process where relevant trends, technologies and other competitively important
F are identified in a dynamic fashion and appropriate firm responses determined, built into

's evolving strategies, and implemented. Given this, the decisions made and strategies

should be reviewed in light of changing circumstances. Each facet of the process can be
uated as needed. The search for better strategy and improved competitiveness should be a
al goal.

Framework in Strategic Management for Competitive Advantage

Elements of these strategic management approaches with writings from other
2ment and economic literature were the basis for a strategic management framework for
y Peterson (1996). Peterson's framework, shown in Figure 2-1, is made up of three

stages (situational analysis, strategy selection, and implemention). These stages, that
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should be completed sequentially, can contribute to effective strategic management of firms.
There are specific methods associated with each step. The following section describes each of
these stages.

The first stage of Peterson's strategic management framework focuses on clarifying and
enriching an understanding of the characteristics of the firm that is being studied and the market,
economic, and competitive context in which the firm operates. This is typically called a
situational analysis. For this purpose, a comprehensive analysis of a firm's strengths and
weaknesses is developed. Knowledge about the external threats and opportunities facing the firm
s also developed. Then within this stage, the vision and mission for the firm is developed.

The second stage of strategy selection uses the knowledge gained in the first stage to
levelop strategy for the firm. Three strategic areas form a firm's core strategy. First, the
neans and resources that a firm can use to create competitive advantage is associated with an
mportant set of choices. The type of products to be marketed (e.g., quality, positioning of the
roduct, etc.) is an essential part of the choices. Second, the overall role for the firm to play in
s industry is evaluated. A key set of questions addressed in the overall industry role is whether
e firm will lead the industry (Leader), adapt to the successful strategies of others (Adaptor),
allenge the industry leader (Challenger), or operate with a unique industry approach to serve
ps in the market (Loner)*. Third, the overall strategic initiative of the firm is developed.
me overall alternatives here are whether the firm will grow, maintain, reposition, retrench, or
t the industry.

Once the core strategies for the firm have been developed, then the third stage of the
nework operationalizes the strategies. This would include developing a plan with the specific

ils for the product mix of the firm and actually implementing the strategic initiatives.

Peterson incorporates and extends the industry role concepts that were discussed by Porter
5).
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ppropriate controls must be put in place to determine or verify the effectiveness of the
ategies in meeting the objectives of the firm.
Feedback loops represent the possibility that the stages in strategic management can be
evaluated based upon changing circumstances. Different strategies and implementation
proaches can be selected and used. This process of strategic management is conceived of as
iterative process where the firm continually seeks the best strategy overtime.

The purpose of Peterson's framework is to provide a graphical illustration and a guide
developing a sustainable competitive advantage for the firm. Those considering developing a
ategic management approach for their firm are intended to be the main users of this approach.
> framework can be used by analysts as well as managers in the firm. An important benefit of
framework is to clarify and explain the key steps in the process that may help the strategic

1agement process be easily understood by a wide audience with a variety of backgrounds.

Differences Between Firm Strategic Management and ISPC Frameworks

Firm strategic management frameworks represent well established approaches which the
vidual firm can use in developing and implementing strategies to improve their competitive
ormance. An ISPC framework should have a similar focus except that the focus will be on
rroader industry rather than the firm. Firm strategic management offers a central part of the
eptual or theoretical base for developing an ISPC framework. However, key differences
een the firm context and the industry context need to be recognized, discussed, and
pssed in developing and applying an ISPC framework.
One important consideration is whether the difference between strategic management for

o and ISPC can be characterized as primarily a matter of content (i.e., what is analyzed,

d, and implemented) or a matter of process (how it is analyzed, decided, and

ented). This is a complex question. It is likely that ISPC will be somewhat different in




ishnic

eedio be selected and
adrevahiated. H
wess i different ways
il some further

cnsaints of ISPC as

fm's CEO or group o
dnopment and imple
tonext there are many
duisionmakers and go
im stategic managen
inporant differences
aless clear,
# the nature of
# rivalry amor
Tt ollowing subsecti

fim strategic mana
indsty context.




24

th ways. Nonetheless, an ISPC framework will need to develop methods to accomplish or
velop the content areas that are somewhat similar to those in firm strategic management. For
ample, an industry, like the firm, will need to develop a thorough analysis of it current setting,
dynamic environment, and its competitive situation through situational analysis. Strategy will
ed to be selected and implemented for the industry, and the overall process should be reviewed
d re-evaluated. However, an ISPC framework may need to develop some of these content
as in different ways so that an ISPC process is most effective. In addition, ISPC may need to
olve some further additional steps and aspects because of the various complexities and
istraints of ISPC as discussed below.
One fundamental difference between ISPC and firm strategic management is the
ference in organizational and control structures. The industry is made up of a complex set of
nerous firms at various stages with various levels of vertical and horizontal linkages as well
ndustry support organizations. In an industry, there is no inherent clear leader, such as, a
1's CEO or group of top executives, with the responsibility and power to lead the
elopment and implementation of strategy at the industry level. This is because in the industry
ext there are many autonomous firms and industry organizations with separate
sionmakers and goals. A number of the main issues in developing an ISPC framework from
strategic management arise from this difference in organizational structure. Some of these
rtant differences can be broken down into three main areas that are:
® a less clear, inherent method to start or initiate an ISPC process
® the nature of ISPC strategy
® rivalry among firms as a limiting factor in ISPC strategy
ollowing subsections discuss the relevance of these issues and suggests some modifications

strategic management frameworks in order to be most appropriate and relevant for an

try context.
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2.2.1 Need for a Method to Initiate an ISPC Process
One key need in any planning and implementation process, such as, ISPC or firm

strategic management, is to effectively start or initiate the process. In firm strategic
management, starting or initiating the process is more straightforward since the CEO or group of
top executives can accomplish this. Hence, firm strategic management frameworks generally do
not focus on this aspect of the planning and implementation process. In the industry context, by
contrast, there is no clear leader or group of leaders with the responsibility to start an ISPC
process. This indicates that initiating an ISPC process is likely to be substantially more difficult
and complex than for a firm, and that an ISPC framework which will be most effective needs to
include a component focused on process initiation.

One key aspect of initiating an ISPC process in a particular industry is the need for the
industry to perceive possible benefits from an ISPC process. These possible benefits can provide
ncentives to attract the various segments of the industry to work together on some aspects for
mproved industry performance. A discussion of possible benefits from ISPC is developed later
n this chapter.

.2.2 The Nature of ISPC Strategy

In firm strategic management, strategies once decided upon can be implemented by the
rm's CEO, top executives, and managers. The relative ease of strategy making and
mplementation in a particular firm is dependent in part upon the size and complexity of the
rm. In the ISPC context, such strategy making and implementation will likely be much more
pmplex and complicated because it covers a broad, diverse and complex industry. Firms and
dustry organizations in the industry are separate organizations with autonomous
cisionmaking power and different objectives. If there is to be any continued involvement in a

mprehensive ISPC effort by industry leaders, this will need to be based upon recognition of

on interests and continued voluntary participation among the diverse industry participants.
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This means that ISPC strategies will likely in some respects be more limited in scope
than strategies in firm strategic management. Firm strategic management focuses on all areas in
the firm in a search for firm competitive advantage. In comparison, ISPC strategy will likely

focus primarily on those areas where there are interdependencies between firms in the industry,

uch as, addressing vertical coordination issues or facilitating the provision of certain industry
trategies related to selected types of public good strategies.

Given the necessary focus on interdependencies within the industry for ISPC, there is an
sue of implementing certain industry public good strategies. If ISPC strategies are successful
d industry performance is improved, then all firms in the industry may benefit whether they
ontributed to accomplishing the effort or not. In these types of situations, individual firms may
r may not provide their share of adequate actions or resources to accomplish needed industry
nprovement strategies. This is the public or non-excludable good problem that needs to be
Idressed in an ISPC framework. There is substantial theory in the economics literature dealing
ith public good issues that are reviewed later in this chapter.

Another important difference between firm level strategic management and ISPC

ategy is the necessity for greater reliance on the use of voluntary cooperation for
complishing strategies in the ISPC context. In firm strategic management, implementing key
ects of firm strategy is mandatory to a greater degree and non-compliant firm members can
more readily sanctioned by the firm. Use of mandatory strategy in the industry context would
much more difficult and would need to be based upon consensus of the diverse firms and
anizations in the industry.

Anther important differentiation about ISPC strategy it that it is likely to be stage-setting
ature. Stage-setting strategies are strategies which require additional actions by firms. For
mple, an ISPC strategy that develops information in a critical area will only be truly effective

ms in the industry use the information. Further, stage-setting strategies will likely have a
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widespread impact in the industry. ISPC participants will likely be concerned that ISPC
strategies should be reasonably equitable between industry segments (€.g. Srowers versus
processors) and between firms in particular market segments. It is important to emphasize that

the stage-setting strategies from an ISPC context may or may not be implemented at the industry

organizational level.

2.2.3 Rivalry in an ISPC Process

Another key difference identified between firm strategic management and ISPC is the
possible extent of rivalry (Woods, 1996). In the firm strategic management context, the various
employees of the firm, e.g., CEO, executives, managers, etc., may compete to some extent with
one another for top positions and authority, but at least in principle they are all working towards
a common goal of improved competitive advantage for the firm. Such a unifying goal is much
less prevalent in an industry setting as individual firms are often in direct competition with one
another.

Various ISPC strategies may help set the stage for future industry success. However,
firms may often be predisposed to focus heavily on rivalry conditions among themselves. This
means that group action to address a particular common problem may be difficult to achieve if it
equires their joint action. This is especially true if the benefits of the expected change are
erceived to be asymmetric, i.e., one group might gain more than others from the change. This

neans that in the industry context, the issue of rivalry will likely pose some obstacles or

onstraints for the effectiveness of an ISPC process.
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.3 Existing Industry Strategic Planning and Coordination Frameworks

Through a series of publications®, Ricks and Woods (1996) developed a framework
omprised of a number of components that can together provide an extensive informational and
halytical package that university research can provide in the ISPC context. Their framework
escribes a number of methods that can be used by analysts in the ISPC context and is an
kcellent source for aiding the further development of an ISPC framework. Building on the
Fcks and Woods (R-W) framework can be done by usefully extending a number of the relevant
eas, concepts, and approaches in their framework and by incorporating additional methods

bm firm strategic management and other literature in order to contribute to the further

velopment of an ISPC framework.

The R-W framework was developed drawing to some extent upon firm strategic

nagement literature and frameworks as well as some early experiences in working with the

chigan apple industry ISPC process. Their framework includes the following components:

1.

2.

3.

4.

e——

Situational analysis

Identification and analysis of major driving forces

Analysis of key success factors

Gap analysis

Determination and clarification of priority issues and needs

Analysis and identification of appropriate action alternatives

Follow-up with in-depth analyses of selected priority action alternatives
Impact analysis

Strategy review and re-evaluation

ticks and Woods (1995), Ricks and Woods (1996), and Woods (1996).
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In some ways, the various components of the R-W framework are similar to content areas
common in firm strategic management. Some components further provide key analyses that
would be useful in accomplishing certain kinds of strategic management activities in the ISPC
context. The following discusses the various components of their framework.
. Situational Analysi

Situational analysis in the R-W ISPC framework is similar to situational analysis in the
firm setting. In this, situational analysis develops an up-to-date perspective on the dynamic

etting of the industry and its competitive situation. This can be developed through drawing

pon a number of sources and methods to provide the up-to-date industry perspective. This
rspective of the dynamic setting developed through situational analysis provides a powerful
ase to develop industry strategy because it roots the strategy making in the present reality and
al opportunities and challenges for the industry’s future.
. f Major Drivi rces
Another component in the R-W framework is to identify and analyze major driving

rces for the industry. These major driving forces are those fundamental factors that are
ving the industry or are at the present time causing the most important industry and market
ustments. In the firm strategic management literature, accomplishing this is usually
sidered part of situational analysis®. The focus on major driving forces as a component in
R-W framework suggests that analyzing the major driving forces is a key aspect of situational

lysis that takes on some special importance in the ISPC context. The major driving forces

key considerations in developing appropriate industry strategy.

For example, Thompson and Strickland (1995, 74-78) list analysis of driving forces as part
uational analysis.
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Analysis of the key success factors for an effectively competitive industry is another
pmponent in the R-W framework that is commonly included as part of a situational analysis in
rm strategic management. The key success factors are those areas in which an industry must
e competent or must focus on developing competencies for competitive success and improved
prformance. Doing an analysis of key success factors is a key consideration in developing
dustry strategy and should prove to be a useful activity in accomplishing ISPC.

R-W note an important practical issue about analyzing key success factors in the industry

ntext. Key success factors should be determined at two different levels:
(1) the industry as a whole

(2) the major types of firms in the industry

e key success factors for different types of firms in the industry may well be different from
> another and somewhat different for the industry as a whole. This is an important process
dification to the standard firm strategic management framework and hence should be
rporated in an ISPC framework.
jap Analysi
R-W discuss gap analysis in the ISPC context. The industry's performance is assessed

ive to the key success factors for the industry. If there are substantial differences between
ent industry performance and desired future performance for individual key success factors
this indicates that there is an important "gap" upon which strategic action should focus.
gap analysis hence identifies key areas on which the industry needs to focus and prepares
wdustry for the next component in the R-W framework.

The determination and clarification of priority industry issues focuses the industry's

ion on the most critical factors for its future performance. This seems to be somewhat
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ilar to objective setting in the firm strategic management context because firm strategic
panagement "objectives” are similar to developing "priority industry issues and needs".
According to R-W, some important concerns in accomplishing this type of objective
tting in the industry context include:
@ the need for the industry to prioritize the objectives and select some to
focus on because the industry can probably not focus on all issues
simultaneously.

® decisions about which objectives can be dealt with entirely by firms as

compared to those which need facilitative joint efforts by firms and the
broader industry. The implication is that objectives with more need for

joint efforts should be given some primary emphasis in the ISPC process.

se two issues are important modifications of the firm strategic management framework in
er to adapt to the ISPC context.
ia] Action Al iv

The analysis of potential action alternatives for industry strategies is a component of the
/ framework in which the various action alternative are evaluated and selected to address the
stry's priority needs (or objectives as discussed in the last section). The "action
natives" could be referred to in strategic management terminology as "strategies” designed
eet the industry's priority objectives. R-W note that strategies or action alternatives should
cused on broad-scope issues that will be stage-setting in nature. Stage-setting strategies
d improve the overall ability of firms to compete while usually requiring additional
tary implementation actions by individual firms. Usually attention will also be given to

gies that will not greatly favor certain individual firms or industry segments over other

or industry segments. An example they cite is the possibility that an industry could
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develop more appropriate quality standards to improve industry performance in meeting
customer needs.
1. In-Depth Evaluation electe medial Action Alternatives

As an ISPC process continues, the R-W framework indicates that in-depth evaluation of
selected priority problems, issues, and/or potential action alternatives is often needed --
especially to help in developing the sufficient broad-based consensus needed for ISPC. This
analysis is in more depth on those strategies for which there is priority interest by ISPC

participants after the earlier initial overall industry analysis. The industry leadership have an

important role in this by directing which of these analyses be pursued. This emphasizes the

iterative and interactive nature for ISPC. R-W further suggest that this sort of in-depth analysis
can add to the overall usefulness and relevancy of an ISPC process.

act lysi

Another component in the R-W framework is to use impact analysis after the industry
1as implemented some strategies. This can also be used a priori as part of the earlier in-depth
valuation. The impact analysis in this context is to measure the effect of dynamic industry
hanges as well as the effect of the implemented strategies on the industry’s competitive position.
-W note that the dynamic changes and the industry’s changing position may be the result of
age-setting industry programs, as defined earlier, and/or continuing effects of major driving
rces and other external effects.
view -evaluati
Strategy review and re-evaluation is similar to review and re-evaluation in firm strategic
anagement. This component recognizes the need to periodically reassess the earlier
mponents in the R-W framework because the industry, its environment, and its needs are
ntinually changing overtime in unexpected ways. Thus, industry strategy, objectives,

1ational analysis, etc. need to be reassessed. This indicates an overall feedback loop for the
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verall analysis. Overall, strategy review and re-evaluation is a necessary feedback loop to
odify and adjust current industry strategies to altered industry strategies that will be most
ffective at improving industry competitiveness and performance due to the changing situation

d needs of the industry.

The R-W framework uses some concepts and ideas from firm strategic management and
dapts them to the industry context. This framework was also used in early experiences in the
flichigan apple industry and some other similar industries and was modified to incorporate
ffective practice from working with these industries. Overall, the R-W provides a number of
nportant adaptations to the industry context and is an excellent source of material upon which to

1ild an ISPC framework.

4 Analysis of the Vertical Production-Marketing System
One important feature of agricultural industries is that they are part of an overall vertical

rduction-marketing system. Performance in the vertical coordination between different
tical levels in the industry and with the industry's suppliers and customers is an important
ment of overall performance. Due to the importance of vertical coordination, considering
lysis tools that are especially related to vertical coordination aspects is important in the ISPC
text. The following sub-sections review three such analysis tools (subsector, value chain, and
1sactions cost analyses) that seem to offer substantial promise in analyzing vertical
duction-marketing systems and evaluating ways to improve the vertical system's
formance.
1 Subsector Analysis

Subsector analysis was initially conceptually described by Shaffer (1973) and

equently developments were made in a number of books and articles including French
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1973), Shaffer (1980), Ricks et al (1982), Marion (1986), and Boomgard, Davies, Haggblade,
d Mead (1986). Subsector analysis focuses on studying the performance of the entire vertical
stem of production and marketing for a commodity, including various ownership forms,
ntractual ties, markets, institutions, and transfer arrangements in the system. A subsector
cus thus commonly not only includes "the industry” as used in this dissertation, but includes
ditional vertical stages in the marketing system from input suppliers and initial producers
ough consumption.

As subsector analysis is applied in specific contexts, an important part of the analysis is
analyze at the institutional and broad environmental situation in which the subsector operates.
stitutional factors include formal rules, such as, government policies and those rules
ablished through formal markets as well as certain types of organizational arrangements.
ormal rules and standard operating procedures are also considered. The environmental
nplexities of the subsector and various aspects, such as, technological change and the
npetitive setting are another consideration. A key goal of subsector analysis is to understand

interactions between technologies, institutions, policies, conduct, and performance for the
ire vertical subsector. Vertical coordination aspects and subsector performance are also
phasized. This focus on the vertical production-marketing system and an awareness of the

> and importance of institutional factors and the environmental situation is quite relevant and
ropriate to be incorporated in an ISPC framework.

2 Value Chain Analysis

Value chain analysis is an approach described in a number of publications including
er (1985) and Cooper and Kaplan (1988). It focuses on the "value chain” that is made up of
ctivities that are performed by the firm, such as, designing, producing, marketing,
ering, and servicing its products. The analysis focuses on costs in the system and the

ionship that these costs have with the value received by buyers from the firm's products.
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e goal in value chain analysis is to identify ways to increase the value that buyers receive from
e firm's products through reducing costs or adding differentiation aspects desired by buyers.
orter also uses a "value system" concept that deals with not only the value chain of the firm but
so focuses on the interrelationships between the firm's value chain and the value chains of its
ppliers, channels, and ultimate customers.
It will likely be useful to use the value chain/value system concept in ISPC to analyze
e industry” value chain with this goal in mind. In this, it would be useful to expand the value
lstem concept as developed in the firm strategic management literature to incorporate
stitutional and other factors commonly considered in subsector analysis for use in the ISPC
ntext.
§.3 Transactions Cost Analysis
Transactions cost analysis focuses on the transaction - when a "good or service is
nsferred across a technologically separable interface” (Williamson, 1985, p.1). As the
nsaction occurs (or could occur) there are a number of potential "governance structures".
se transaction governance structures relate to different institutions, such as, markets or
trol structures within the firm. The governance structure used is based upon economizing on
total cost of producing and marketing the product including transactions costs. In some
ations, it might be possible to modify the governance structure to improve performance.
Explicit consideration is given to bounded rationality in transactions cost analysis as
ans are "intendedly rational, but only limitedly so" (Simon, 1961, p. xxiv). This takes into
ognitive limitations of humans, limited information, and other conditions that limit the
nality of human actors. This concept of bounded rationality in transactions gives rise to the
of opportunism or opportunistic behavior from one party in a transaction. For example,

use there is bounded rationality (e.g., imperfect information about a product) it is possible

e seller of a product to hide defects, i.e., engage in opportunistic behavior. Williamson
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(1985, p. 32) argues that governance structures should be designed to economize on bounded
rationality while protecting against the hazards of opportunism. Bounded rationality and
opportunism can hence effect the performance of marketing systems.

It is possible to use transactions cost analysis in assessing the governance of transactions
within an industry and with suppliers and customers to consider ways to improve industry
performance. The "governance structure"’ of possible transactions (or only strategically
relevant ones) might be assessed to determine if modification of market rules or organizational
control might improve performance of the industry. Often various transactions have various
levels of opportunism and bounded rationality that affect the efficiency of transactions.
Transactions cost analysis could be used to consider various alternative governance structures to

improve performance in an ISPC context. Hence, transactions cost analysis is a potentially

iseful tool in ISPC.

.5 Core Competencies

One relatively new area in the strategic management literature is the development of a
irm's core competencies. This area, originated by Gary Hamel and C.K. Prahalad in a series of
lublications ®, is that a firm's competitive advantage results from a firm's ability to create core
pmpetencies more quickly and efficiently than other firms. The idea of core competencies is
ping something well in comparison to competitors that is especially difficult to copy by

mpetitors and that makes an important competitive difference. Strategically developing core

mpetencies is both a state and a process.

" The term governance structure refers to how the exchange between different value
nerating activities is achieved. Two basic governance alternatives are the hierarchic

vernance structure of the firm or the interaction in markets.

¥ Hamel and Prahalad (1989), Prahalad and Hamel (1990), Hamel and Prahalad (1993), and

el and Prahalad (1994).
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An industry may develop core competencies that at a given time provide it with a
competitive advantage. An industry may also work on the process of developing more core
competencies or strengthening existing ones to improve the performance and competitiveness of
the industry. Core competencies may lie in a number of potential areas, such as, unusual
innovation in developing new products, excellent skills in producing a high quality product, or a
carefully crafted processes for researching customer needs and tastes with an ability to spot and
respond to new trends.
ISPC may aid the firms within an industry to further develop certain core competencies.
It would be expected that industries that are more effective at developing core competencies will
be more successful than other industries that are less able to innovate and develop core
competencies. In the apple industry, two regional apple industries that have been especially
successful at developing core competencies include the New Zealand and Washington apple
industries.
The New Zealand apple industry has invested heavily and effectively in developing and
rketing a series of new apple varieties that are superior in meeting customer preferences
ompared with some of the traditional varieties. The overall New Zealand industry benefits
ough early planting of the superior new varieties which have high demand and hence reaping
rice premiums before competitor apple industries can respond with large supply responses.
One core competency of the Washington apple industry has been the evolution and
evelopment over time of various parts of a quality management system with relatively high
verall performance in delivering consistent, high quality apples especially Red and Golden

elicious. This has included substantial consumer market research and industry quality

ndards. This has seemed to be effective in both U.S. and international markets, and currently

e Washington apple industry is continuing to expand it markets and production.
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The concept of core competencies is potentially important in ISPC. The goal of ISPC
1ay include aiding the industry's firms in the process of developing core competencies and
rengthening existing core competencies as well as facilitating needed industry actions to
velop industry-wide competencies. This may be partly accomplished through increased
derstanding of needed changes so firms can respond effectively in a timely fashion. In other
eas, the entire industry may need to make important commitments to developing core
mpetencies.

In both the Washington and New Zealand apple industries discussed earlier in this
tion, some level of group, i.e., industry, action facilitated developing the core competencies.
PC can aid in identifying potential and/or needed core competencies and perhaps can facilitate
velopment of selected core competencies. Hence, the concept of core competencies can be

evant for an ISPC framework.

' Potential Benefits of ISPC

Up to this point, some frameworks and literature have been reviewed that are relevant
developing an ISPC framework. Before such an ISPC framework is developed, it is
ortant to consider what are the potential benefits of ISPC. This provides an important
pnale for developing an ISPC framework.

As discussed earlier, ISPC involves firms and industry organizations planning and

dinating together on certain aspects for improved industry performance. The potential

fits to the industry from ISPC would likely focus on areas where planning efforts by

idual firms or industry organizations would not be most effective by themselves, but where
dividual firm and industry organization planning efforts could be facilitated by an ISPC
ss for improved industry performance. A key question in this is how can an ISPC process

tate improved performance? Economic theory suggests that one key overall area where an
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dustry could benefit from working together is in the provision of industry public goods that are
eeded.
An essential element in ISPC and joint actions relates to industry public goods and the
ee rider problem. Public goods provide benefits to firms within the industry, but it is difficult
exclude any firm from receiving the benefits of such a public good even if these firms do not
are the costs. The free rider problem is that individual industry firms have an incentive to free
de and avoid sharing the cost of providing the public good -- as is discussed in a number of
xts including Tirole (1990), Moulin (1995), and Schmid (1987). This can result in public
ds not being provided or being under-provided. That is, from an overall industry
rspective, industry performance would be expected to be improved if the amount of certain
ds of needed public goods could be increased.
Industry public goods could potentially arise from many areas. The following
bsections discuss some potential benefits that are interrelated in some respects for developing
ferent public goods in a commodity industry and how ISPC might facilitate developing and
ating the needed public goods. Providing these types of public goods can be one major
tivation and rationale for accomplishing ISPC.
.1 Improving Generic Demand Expansion Activities
Expanding generic demand for the overall industry's products (in contrast to demand for
rticular brand) has important potential benefits for the various firms within an industry
ks and Pierson, 1978). Successful generic demand expansion may allow firms within the
stry to increase their volume of business and net returns to meet the expanding demand.
er prices for the industry's products may also result. Strategies for more effective generic
and expansion may be an important part of ISPC.
Two common approaches often used to expand demand in commodity industries are

ric promotion and developing new products or markets. In commodity industries these
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ublic goods are often achieved through an industry promotional or demand expansion
rganization that is paid for by assessments of firms within the industry. For example in the
.S./Michigan tart cherry industry, the Cherry Marketing Institute, that is supported by grower
ssessment programs in several participating states, has the broad goal of promoting tart cherry
ses, expanding markets, and facilitating development of new products.
ISPC, as a planning tool, brings together firms and industry organizations to plan on
ertain aspects for the future. This will likely aid in determining which market segments and
rhaps which products the industry organization(s) should emphasize in their generic
omotional programs. Opportunities for new products or new markets may also be identified.
PC might provide an important coordinating role in the industry to aid in improved demand
(pansion activities.
6.2 Addressing Externalities to the Firm
One important area that involves interdependencies between firms in an industry is
ere there are externalities or spillovers (Tirole, 1990; Eggertsson, 1990). While there are
iny possible definitions of externalities (Panpandeaou, 1994), Nicholson (1989) defines an
ernality as an "effect of one economic agent on another that is not taken into account by
al market behavior" (p. 777). In general the interactions can have a positive or negative
act. A common example of a negative externality is pollution. For an example in the
ustry context of a negative impact of spillovers, buyers of an industry's products may view
industry as-a-group in regards to performance in a particular area such as quality. The
try as such would have a quality reputation that affects demand for the entire industry's
ucts. However, individual firms may market products without regard for the "public good"
ity reputation of the industry and hence damage an industry's reputation. A motivation for

could be to identify ways to increase positive externalities or reduce negative externalities.
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.6.3 Developing a Critical Mass
Certain beneficial changes in industry performance may require a critical mass of

roduct volume or change adopters® in order to achieve success. Critical mass theory and the
otential benefits of a critical mass were modeled extensively by Schelling (1980) and discussed
y Dixit and Nalebuff (1991). The ISPC process could both aid in identifying the needed

anges or types of products and perhaps by facilitating the development of the critical mass.

r example, it might take a substantial quantity of a certain new apple variety being supplied to
istomers in order to be viewed as a consistent and reliable supplier of the new product. A

inimum critical mass of volume of a product or variety may also be necessary for consumers to

about the new product. At the same time, developing the critical mass of volume of the
w variety may be beyond the abilities of any one producer.
5.4 Improving the Industry's Ability to Act as a Group
It has been noted that often the institution for collective or group action is missing when
re are possible gains from such action (Shaffer 1980, Schmid 1987). ISPC could be an
ective means to facilitate industry group action to improve certain types of performance.
'C might facilitate identifying problem areas or opportunities for improved industry
formance. Some of these areas might focus on developing new or modified institutions to
vide benefits and aid industry performance.
As an industry works on identifying strategies to improve industry performance, it may
er become a focal point for industry communication and group action. This could be based
ISPC group representing to some extent the collective will of the industry on some issues.

improved ability to communicate can be within the industry itself and/or with organizations

Certain changes can be established if a critical mass within an industry does the change.
Xample, it may be the case that if a sufficient number of firms use a particular quality
iption of their product then this quality description may become the standard for the

try. The change is establishing the new quality standard.
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outside the industry. The ISPC may provide an important public good in communicating an
industry's needs.

Being more effective at communicating the industry's needs can be important as there
may be other organizations or groups outside the industry that are interested in some aspects of
industry performance. Communicating effectively with these groups can be beneficial to the
industry. For example, the Michigan Apple Industry Task Force supported an effort to obtain
funding for research from the U.S. government on Fireblight, a common production problem for
the Michigan apple industry. This funding effort was eventually successful and may result in
improved ability of the Michigan apple industry in apple production as the Fireblight problem
might more effectively be controlled.

ISPC might be an organizational approach that could facilitate creating needed
institutions as the ISPC process aids the industry in acting as a group. As has been discussed
earlier, individual firms have the incentive to free ride and not pay the cost of the institution
providing a industry public good. Furthermore, it often takes a substantial period of time to
create institutions and ISPC could facilitate this process. For example, it took a substantial
eriod of time, almost 25 years, for a uniform set of grades and standards to be established for
J.S. grains even though many industry participants had recognized the benefit of such action
Hill, 1990). Porter (1990) notes that cooperative processes sometimes aid the process of
greeing on basic technical standards. The ISPC process could thus reduce the cost and time of
eveloping and implementing strategies for needed industry public institutions, such as, grades
" technical standards through improving the industry's ability to act as a group.

6.5 Achieving First Mover Advantages
If an industry develops a pro-active stance towards addressing certain issues, problems,
1 opportunities, in some circumstances it may be able to capture certain types of first mover

antages and hence gain some competitive advantage over rival industries. Porter (1980)
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riting in the firm context notes that the first mover advantage is particularly important in

arkets when:
1) early pioneering efforts help to build a prime image and reputation with
customers,
2) an early commitment in technology and resources leads to an absolute cost
advantage,
3) first-time customers have a high degree of loyalty to the first to get their
business,

4) early experience in an industry initiates the learning process in the firm,

leading to more effective business practices, etc. This effect may not be
easily copied by imitators and may not be eroded by later technological

innovations.

ssentially it seems a first mover gains advantages by being in a privileged position in the
dustry with potentially lower unit costs, higher customer loyalty, improved image, and better
10wledge of the industry. These aspects can apply to an industry as well as a firm. For
ample, the Washington apple industry seemed to obtain something of a "first mover”
vantage when it instituted minimum condition quality standards and other efforts to establish
elf as an industry that supplied a uniform consistently good quality product. In some respects,
: Washington apple industry has been sufficiently successful that other apple industries have
n forced to adjust to compete effectively with this first mover apple industry.

Porter goes on to note that there are some potential risks when pursuing the first mover
antages. These include:
Technology changing so quickly that technology developed by the first mover can be

superseded easily by later movers
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2) Costs of developing the market are high and may not develop strong proprietary
benefits. To the extent that the benefits of market development cannot be made
somewhat proprietary, then later movers are able to capture the benefit of the
developed market while paying little or none of the costs
In the industry context, it is often difficult for the industry to achieve first-mover
benefits in certain areas because developing a market for a commodity is almost inherently non-
proprietary. This may result in some first-mover advantage or benefits are often not available to
commodity industries. However, certain ISPC first-mover advantages can be developed. For
example as already mentioned, the Washington apple industry has developed a number of pro-
active quality standards for apples produced and marketed as Washington apples and many other
aspects of high industry performance that places it in a type of "first mover" position - at least
n some regards. Many of Washington's high performance features have seemed to have
'nhanced Washington's ability as a region in establishing itself as a high quality producing
egion and one with high performance in effectively serving customer needs.
.6.6 Improving Cost, Technological, and Managerial Capabilities
Many commodity industries have some unique attributes because they are based in a
articular geographic region. Firms producing a particular product in a region face similar
roduction problems and issues that are tied to the region. The region often has a specific set of
‘oduction capabilities based upon weather conditions, pests, etc. that can affect a variety of
Iportant areas which perhaps include the type of genotype or specification of a particular
oduct that is available to producers as well as localized external conditions, such as, taxes,
ailability of trained personnel, etc. There is a public good aspect in these areas because of the
erdependence of nearby firms in agricultural production systems. Improvements in the
'duction capabilities or external conditions might benefit many firms in the industry and can

s be considered a public good. There may further be substantial economies of scale for the
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ndustry to develop research or other efforts to improve the production capability of the region.
‘or example, the production research developed at many land grant universities has often
vorked towards improving the production capabilities, e.g., varieties, strains, etc., that are
vailable to produce and market from a particular region. The benefits from agricultural
roduction research are discussed in a number of works including Bonnen (1987), Knutson and
'weeten (1979), and Shumway (1993).

Porter notes that there is a stimulative effect of joint research projects on the success of
n industry (1990, p. 636). The joint research developed may itself be beneficial. Perhaps more
nportantly, the joint research can focus research efforts by the individual firms in developing
ew technology and processes for the success of their individual firm. Porter further notes that
me of the success of Japan in manufacturing can be traced to the effective use of joint research
rojects in emerging technical areas because it stimulates proprietary firm research.

A role of ISPC could be to develop an improved understanding of priority areas with
tential to improve an industry's production capabilities should be best emphasized. This could
clude analyzing and identifying priority areas for research efforts to improve an industry's
pabilities. ISPC could also aid in mobilizing resources to address a particular area identified
needing more research attention. For example, if an ISPC process recognizes the need for
e research in a particular area, then industry research organizations could foucs on
veloping the research.

.7 Developing Information in Critical Areas

One potential benefit of ISPC is to focus on developing improved information for
:ctive planning by individual firms. The government often provides information to improve
performance of the marketing system because there are perceived to be substantial public

1 benefits from market information (Gardner, 1983; Byerlee and Anderson, 1982).
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The ISPC process may help to identify areas where improved information would be
useful to the industry and can work on remedying that situation. This may improve the
industry's vertical coordination. For example, in the Michigan apple industry, shippers who
market fresh apples learn information about trends in customer demand for the various apple
varieties due to their close contact with buyers of apples. Growers, on the other hand, have
much less information on customer preferences. Growing, packing, and shipping the best
variety for market conditions has important effects upon the returns to the entire industry. The
Michigan Apple Industry Strategic Planning Task Force has sponsored a variety survey of
shippers and processors so that the results of the survey can provide improved information to
growers for their planting decisions. The ISPC process thus helps to improve the vertical
coordination in the marketing system through improved information and hence its overall
performance. This example also relates to the critical mass aspect.

ISPC may develop information that is a catalyst for change in the industry.
nformational analyses, such as, a situational analysis, may aid the industry in improving their
omprehensive understanding of needed changes by the firms and industry organizations.
pecific performance gaps and opportunities can be identified that the industry can address for
verall improved economic performance and competitiveness of the industry. To a substantial

egree this aspect of ISPC may be informational in nature about needed changes and strategies.

7 Examining the Possibility of Collusion as a Motivation for ISPC

Economic theory suggests that if firms in an industry cooperate together they might
llude by forming some type of cartel to increase industry prices. This form of behavior is a
ncern of many public policy economists, such as, Sherer (1980) who contend that whenever
ms cooperate or work together towards jointly achieving goals there are monopolistic practices

ulting in definite negative public policy impacts. As explained with earlier discussions
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regarding ISPC in this dissertation, there are many non-collusive potential motivations for firms
and organization involved in ISPC that involve improved industry performance from a public
policy perspective without negative collusive effects. These potential non-collusive potential
benefits from ISPC include improved information, improved generic demand expansion
activities, etc. from which positive economic benefits would be expected to be generated from
the public policy perspective as well as from the industry perspective. Nonetheless, there is a

public policy consideration as to whether ISPC as an approach is desirable for the broader

public. Hence, collusion as a potential motivation for ISPC efforts deserves discussion.
According to the theory of industrial organization, the general goal of collusion is to
achieve higher prices through restricting quantity towards a monopoly level® (Tirole, 1990).

All firms in the industry would benefit from the higher price and each firm could have a certain

share of the market according to the theory.

Let us consider the idea that firms in an industry might seek to achieve collusion or
monopolistic practices through ISPC. A key question to consider is how effective would such
efforts be. Industrial organization theory may be somewhat useful in this regard because it has
often been used to examine various economic activities, such as, mergers and government
regulations from a public policy perspective. Overall the economic activity is evaluated to
determine its effect on public welfare. At a general level, what would the theory of industrial

organization predict about an industry's efforts to increase prices through decreasing quantity?

" Another activity that firms in an industry might engage in is to restrict quality allowed

on the market with the goal of restricting quantity (Bokstael, 1984). This could be through

restricting quantity on the market through a minimum quality standard. In this situation, the

minimum quality standard chosen would be deliberately over-restrictive and would restrict

quantity in the aggregate. In agricultural markets, quality at the production level is much less
ontrollable than in manufacturing markets due to weather and other variable effects, so that
estricting quality through a minimum quality standard may in some situations effectively limit
verall market supply.
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It is likely that an industry's monopoly efforts would be ineffective and not generate the
desired results of monopolistic efforts, i.e., increased prices, due to at least three factors that
would limit the effectiveness of such a strategy. One of these is that the industry would have to
supply a sufficient market share to have some effect on market prices. If the industry is not able
to affect prices, then their quantity restriction would only reduce the amount they supply to the
market and reduce their market share and sales volume with little or no resulting increase in
prices received. Another important factor is that competitor industries that are supplying the
same product as well as substitute products would increase sales and hence mitigate any price or
profit effects of a move to increase prices through restricting quantity. The decrease in quantity
by the industry which tried to accomplish such collusive behavior would allow the competitor
industries and/or substitute products to increase market volume and share that could substantially
limit the effect of collusive strategy for the supply-limiting industry. A third important factor is
that even if an industry could gain some temporary monopoly gains for themselves, these would
likely be unstable. Individual firms in an industry would have the incentive to free ride by not
cooperating with the "monopoly" behavior through supplying more to the market (Green and
Porter, 1984). Also, some theory suggests that monopoly price setting is unstable in the face of
rapidly increasing demand (Rotemberg and Saloner, 1986) or a slump in demand (Tirole, 1990,
p. 252). In those situations, firms tend to not cooperate in a discipline of quantity restriction.
The overall implication is that ISPC will not likely hurt consumers -- especially for

ommodity industries that cannot affect price or for which there are close substitutes.

ommodity industries are unlikely to pursue a collusive strategy because industry collusion

ould likely be both ineffective and unstable. The actual effect of restricting quantity in a futile

ttempt to raise prices would likely be very harmful to the industry and its competitive position

ecause of the responses of competitor industries. Hence, this makes it unlikely that collusion

ill be pursued by an industry. In any case, if an industry does pursue a strategy of trying to
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attain monopolistic profits, then appropriate public policy can counter the monopolistic practices

if they harm the public interest.

2.8 Theoretical Issues Related to Developing an ISPC Framework
Three additional areas of theory provide insights potentially relevant to ISPC: group

eory, public good theory, and vertical coordination. The following subsections consider theory

om these areas and how an ISPC process should address the considerations developed.

.8.1 Group Theory and the Process of ISPC

An industry is comprised of a number of firms and industry organizations. In ISPC if

e industry is to develop and implement certain strategies as an industry, the firms and industry
rganizations must at some level engage in group building and other productive group behaviors.
iven this, group theory is relevant to understanding and guiding an ISPC process.

One key aspect in group theory is that different members of the group have somewhat
fferent objectives. Despite this, for the group to be effective, the group must cooperate where
ere are common interests. Group theory would thus suggest that developing a set of common
jectives and agreeing to the various steps and activities in an ISPC framework is essential to
ccess.

Helmberger and Hoos (1962) note that participants in a group must share one or more
mmon goals. This means that it will be an important task in developing an ISPC process to
ntify and agree on a common set of goals for the ISPC group.

A related issue is how decisions in ISPC will be made. Essentially, the industry through
ISPC group or other industry forums will need to come to consensus about industry

tegies. Hence, one key aspect of an ISPC process is that it is essential to build consensus.
s consensus building is so essential to ISPC because industry action depends largely upon

ntary actions or the tacit approval of individual organizations within the industry. This
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needed consensus may be aided through adequate involvement of industry leaders and their
"ownership” of each stage of the analyses and implementation by consistently communicating
about ISPC with the industry and by a number of other key approaches to aid in building and
maintaining consensus. The ISPC framework should mention important consensus building
within each part of the framework.

Another important related issue from group theory is how to get individual firms and
industry organizations to participate in the group. There must be ways to allocate that costs and
benefits of the group action so that each participant will have incentives to participate in the
group (Staatz, 1987). Essentially, one issue that will need to be considered in forming an ISPC
group is how to motivate active involvement of firms and industry organizations through explicit

attention to incentives.
Overall, this section has identified three main issues that should be addressed in an ISPC

framework. These are:

® the need for an ISPC group to agree on a common set of objectives

® the essential nature of consensus for decisionmaking and implementation

® the need for possible participants to have adequate incentives to
participate in an ISPC process
The ISPC framework as it is developed in Chapter 3 will refer back to these issues

2.8.2 Providing Public Goods as an Implementation Issue in ISPC

As argued in Section 2.6, many of the potential motivations for ISPC have to do to some
extent with the creation of certain kinds of public goods. One of the areas within group theory
addresses the challenges of providing public or non-excludable goods. It is often difficult to get

ublic goods paid for due to the free rider issues as has been discussed earlier. Each member

nay seek to be a free rider and avoid paying part of the public good's cost with the hope that
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other group members will pay the cost while all, including the free riding non-payers, obtain the
benefit.

This means that in an ISPC framework overcoming this public good aspect of ISPC
strategy is likely to be an important issue to be addressed in the implementation of ISPC
strategy. In this a key question to address is how are the resources or actions for ISPC
strategies with strong public good characteristics to be provided and the free rider issue
overcome? Group theory predicts that public goods will not be provided by group members
unless either (Olson, 1965):

1) group members achieve a net benefit from providing the good;

2) coercion is used to force group members to provide the good.

This gives rise to different implementation issues for strategies with public good characteristics.

In the first condition listed above, if firms or organizations in an industry perceive a net
benefit from providing a strategy, then they would be more likely to do their part. However,

there is the free rider problem in the provision of public goods and it is uncertain in many

ituation whether firms or industry would be willing to voluntarily provide the resources for the
ublic good.

The role of an ISPC process could be in coordination, i.e., helping individual firms and
dustry organizations identify where strategic action should be undertaken. For example, many
ommodity industries have generic demand expansion programs with a mission to expand
emand for the commodity. The role of ISPC could aid industry organizations that supply
dustry public goods in identifying appropriate strategy to undertake.

This type of coordination to develop industry public goods can extend in some cases to
. For example, if an ISPC process identified a new variety or product for the industry as a
rticularly profitable opportunity, then firms could work in their individual best interest to

velop a critical mass of the new variety or product.
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This means that many ISPC strategies may not require coercion. For some issues and
strategies, firms and industry organizations will have sufficient incentives to provide them.
Industry organizations with a mandate to provide certain industry public goods may decide to
provide some of the ISPC public goods. For other ISPC strategies, firms may individually gain
sufficient benefit relative to the cost that they are willing to pay for the public good.

An industry may also decide that some sort of coercion or required participation in
paying for certain public goods would be useful to improve the industry's performance. Some
possible mandatory methods might include assessments of firms in the industry to pay for an
industry public good, such as, industry funds for marketing promotion, as well as regulations,
such as, a marketing order, that would limit the behavior of firms.

An example of where mandatory requirements could be necessary is some industries
where a strategy of minimum quality standards might improve an industry's shared reputation.
[0 some extent as mentioned earlier, reputation for a regional apple industry may be earned
ointly by performance of all firms in a region. However, the many relatively small, individual
irms may have a short-run incentive to sell all the apples to the fresh market, including marginal
uality apples, especially if the quality characteristics cannot be visually identified. The firms
nay act in this manner because they are relatively small and hence can largely disregard the
ggregate affect such action will have on their industry's quality reputation. This can result in
n overall poor performance in shared reputation and reduced demand for an industry's
roducts.

In the Washington apple industry, a mandatory minimum quality standard was
nplemented based upon overall industry support. With this standard, firms could no longer sell
ples below a minimurn condition standard to the fresh market. This requires firms to achieve

e quality standard, that provides the "public good" of an enhanced quality reputation. The
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tandard seems to have helped firms in increasing demand and obtaining higher returns for their
yverall production.

The key implication from group theory about ISPC strategy is to be aware of the public
ood problem. Either firms and organizations have the incentive to implement the strategy or
he industry must find some way to enable some mandatory requirements to make the strategy
vork. This is an important consideration in ISPC strategy development and implementation.
.8.3 Vertical Coordination as a Special Topic in ISPC

Vertical coordination would be expected to be a key topic in ISPC as the industry seeks
0 improve its performance in regards to these aspects. Effective vertical coordination in an
ndustry involves the coordinated actions of each stage of the production and marketing of an
idustry's products (Mighell and Jones, 1963). Indeed, vertical coordination is one of the
entral dimensions of the organizations and conduct of economic activity for a commodity
dustry (Marion 1986, p. 53). !

Improving vertical coordination is one central goal of an ISPC process because in the
roduction and distribution of agricultural commodities there are usually multiple vertical levels
[ the production and marketing system. For example, in the Michigan apple industry, growers,
ickers, and shippers are all important distinct specialized vertical levels in providing the
nsumer with the industry's products.

In a commodity industry each of these vertical levels is usually made up of a number of
ms that horizontally compete with each other and interact with the other vertical levels of the
stem in achieving a return for their production efforts. No one individual vertical level fully
ntrols all of the quantity and quality of the production, processing, handling, advertising, and

rketing of the product. This situation is in contrast to the production and marketing of many

' Marion is looking at the commodity subsector context; however, the commodity industry
ltext is quite similar.
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manufactured products where the producer firms have substantially more control of vertical
production-marketing channel for sale to the final consumer. The large, branded manufacturing
firm could be viewed as a vertical integrator of much of the above system with control explicitly
of the production, handling, advertising, and marketing of their product although the
manufacturing firm still deals with input suppliers to their process as well as usually a final
retailer of their products.

This issue of vertical coordination of production, marketing, and distribution is likely to
be a common topic area in many commodity industries. This would especially be the case if
levels of the production-marketing system do not come in direct contact and hence do not receive
direct knowledge from the ultimate user of the industry's product. In this there may be an issue
of effectively coordinating the supply (quantity and quality) of an industry's products with
~demand (or possible demand) of an industry's products. A key issue in relation to ISPC is that
appropriate tools for analyzing and addressing vertical coordination issues need to be part of an
ISPC framework. Subsector and value chain analysis are common methods to analyze vertical
coordination issues and were reviewed earlier in this chapter for their use in situational analysis.
However, vertical coordination is of central importance in a commodity industry, and hence

vertical coordination should be a continuing theme throughout the ISPC framework.

2.9 Summary of Relevant Findings to ISPC Framework Development

Many theoretical concepts and ideas from relevant disciplines have been reviewed in this
chapter. The primary focus has been on identifying and evaluating effective tools in the
literature that can contribute to effective ISPC framework development. A secondary focus has
been to discuss the potential benefits of ISPC as additional reason for developing an ISPC

framework and furthering the knowledge base regarding an ISPC approach. In this section, key
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oints of special relevance to framework development are summarized in preparation for the
pecific ISPC framework development in the next chapter.

Strategic management frameworks, currently existing ISPC frameworks, value chain
inalysis, and other areas provide some substantive bases from which an ISPC framework can be
urther developed. In particular, strategic management frameworks developed for the firm
ontext provide an especially important baseline to develop an ISPC framework because strategic
nanagement frameworks are based upon well established theory that is considered effective for
irms in the business literature in their efforts to plan for the future for improved performance in
2 complex environment. In integrating knowledge from various sources into an ISPC framework
for the industry context, several relevant differences between firms and industries were identified
and discussed. These include the importance of firm rivalry within an industry, the nature of
ISPC strategy, and a potential need for effective approaches to initiate an ISPC process. These
and other differences necessitate the development of an ISPC framework distinct from firm-level
trategic management frameworks.

In this framework development, while there are key important differences, strategic
nanagement frameworks do, nonetheless, provide substantial insight into how to plan
frategically. Several content areas need to be addressed in an ISPC framework as well as in
rategic management. These strategic management content areas can be described broadly as:
® Developing a strategic vision

¢ Situational analysis

® Setting objectives

® Developing strategy to meet the desired results including developing a
strategic intent or core strategies
® Additional specific strategies to achieve the core strategies and address

particular goals or problem areas
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e Implementation of strategy

e Review and re-evaluation
1 the ISPC context, these content areas will be addressed to some extent differently through
ifferent process methods to focus on being most effective in the ISPC setting.

A key focus in this chapter has been to evaluate differences between the firm and
ndustry context and consider how these differences have a practical effect upon an ISPC
rocess. Overall, some of the areas that need to be addressed in an ISPC framework to reflect
hese major differences can be summarized from a number of sections in this chapter as a need
n ISPC for:

® a method related to effective initiation of a comprehensive ISPC approach

® a way for the industry to decide upon a common set of objectives in ISPC

e a method to deal with the public good aspect of certain ISPC strategies

® an effective method to achieve vertical coordination for an industry
Fhese are areas that will be addressed in the ISPC framework developed in the next chapter.
This section of the chapter has summarized the key findings of relevance to framework
evelopment. This helps to indicate the important linkages between various sources of authority,

F discussed in the literature review, to the framework developed.
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CHAPTER 3
A FRAMEWORK FOR

INDUSTRY STRATEGIC PLANNING AND COORDINATION

This chapter develops a conceptual framework for industry strategic planning and
coordination (ISPC). This framework is comprised of main activities organized into phases and
steps that in total are thought to provide an effective method or approach to ISPC. The
framework is intended to be of use to practitioners of ISPC that may include industry leaders,
managers of firms and support organizations in an industry who might consider using ISPC, and
university faculty who work closely with industries. The framework is built substantially upon
the material covered in Chapter 2. The first section of the chapter presents an overall
perspective on the framework. Four subsequent sections cover the phases of the framework. A

‘summary section provides an overall conclusion to the chapter.

3.1 The Proposed Framework

The basic structure of the framework, as shown in Figure 3-1, is conceived as a series of
phases that involve key analyses and related activities for an industry to accomplish as part of an
pffective ISPC process. Following a series approach is consistent with the standard firm
trategic management framework in which well identified activities are accomplished in a
particular order. The "boxes" in the framework represent overall flow activities (i.e., (1)
process initiation, (2) strategic planning, (3) implementation and coordination of strategy, and (4)
trategy review and re-evaluation) or phases that must be accomplished in approximate order.
[he logic behind this flow is that an ISPC process has some unique start-up characteristics that
re captured in process initiation as a meaningful first phase. Then, strategic planning should be

57




(Oioegpood) \ L nmuw\\

Buiuueld osi1bajens

z oseua



58

uoneulpioo) pue Buluueld d16ajens Aiysnpuj 1o} yiomaweld y L-¢ ainbi4

uonenjeAs-ay B
MaINdY ABajens

y oseyd

(qoeqpasy)

(oeqpaad)

saibajens

\

' JO uoneuipioon '
pue uonejuawajduw)
€ aseyd
—
(1oeqpead)
o
(oeqpead)

salbajens
oy1oadg

y do)s

SaAR23IqO
juswanosduw

Ansnpuj tofepy
¢ dajg

soibajens
Buiping
pue uoIsIA

z dajs

sisfjeuy
leuonenjig

| de}s
Bujuuejq s16ajenyg

uogeniu|
$59901d

z oseyd

| eseyq




ursied by the in
eveloped and ch
cordination amoy
e econsideratio
The four
Daning phase.
ngtrtegic plann
provides key i
dersanding
uingsrategie
Overall straegic
Lndﬂ:rmjmng ;
e devel
These g
i gy
Bsitaong)
Walegis e
eyt oy
Anothe
L
T Tepresey
LT
Ml e
ey

Caligy Phageg



59
pursued by the industry so that the best industry strategies are selected based upon the knowledge
developed and choices made. The strategies selected must then be implemented and proper
coordination among industry participants assured. Strategy review and re-evaluation represents
the reconsideration of earlier phases based on changing circumstances.
The four "ovals" of Phase 2, shown in Figure 3-1, represent major steps in the strategic

planning phase. As with firm-level strategic management, the logic behind the order of the steps

in strategic planning proceeds as follows. Situational analysis should be completed first because
it provides key information and knowledge on which the industry can develop a shared
understanding and consensus. The situational analysis then leads to a vision statement and
guiding strategies for the industry. The vision statement and guiding strategies provide an

overall strategic intent for an industry's competitive advantage and as such can guide the industry

in determining and prioritizing major improvement objectives. More specific strategies should
then be developed to meet the major improvement objectives.

These steps represent key activities that can be completed to a degree simultaneously or
with some overlap. For example, the shared understanding of the industry's situation developed
situational analysis may continue to evolve over a period of time even as the overall guiding
trategies are developed. Nonetheless, the steps in strategic planning are listed in serial order as

ey are probably best accomplished in this fashion.
Another important element in the framework includes the feedback loops from
plementation and coordination of strategies as well as strategy review and re-evaluation.
ese represent the iterative nature of ISPC planning efforts. Strategies will be implemented
d coordinated in the industry with varying degrees of success and need to be reexamined based
n the experiences and results. This provides feedback into possible changes in another round of
ategic planning. Strategy review and re-evaluation represents an overall reconsideration of

arlier phases in the strategic planning activity framework and serves as an overall feedback on
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their effectiveness and for possible modifications to ISPC strategy as circumstances change
overtime.

The various phases and steps of the ISPC framework were developed using firm
strategic management as a main baseline for framework development along with previous ISPC
work. As discussed in Chapter 2, firm strategic management provides a number of content areas
that are relevant and useful in the ISPC context. Furthermore, the other literature reviewed in
Chapter 2, such as, subsector analysis, the earlier ISPC framework, etc. provide other important
sources of guidance for further ISPC framework development.

The following sections of this chapter describe and discuss the various phases in the
framework. For each phase of the ISPC framework, the relevant sources of reference from the
elevant past theoretical literature are cited. This provides an explicit linkage between the

iterature and the framework developed.

.2 Process Initiation
If an industry is to work together through ISPC, the logical first phase is process

ltiation.  As discussed in Chapter 2, there is a special need for this phase because there is
enerally no clearly established industry control structure in place to accomplish ISPC. This is
 marked contrast to firm strategic management where a firm's CEO or group of top executives
uld accomplish process initiation in a relatively straightforward fashion. Process initiation is
nce necessary for there to be an ISPC process that precedes strategic planning within an
lustry context.

A Kkey starting point for ISPC is an awareness among industry leaders of the need for
>C based upon some level of commonality, shared problem areas, and the possibility of shared
efits from industry actions that facilitate improved industry performance. This need for ISPC

ds to be grounded in an understanding among some industry leaders that there are numerous
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interdependencies between firms and industry organizations. An ISPC process would seek to
capitalize on the interdependencies in developing ways to improve industry performance.

The awareness of the possible need for ISPC as well as the recognition of industry
interdependence can be aided by catalysts, i.e., problems, concerns or events. In the Michigan
apple industry, such catalytic challenges as the threat of Washington's ever greater dominance in
the fresh apple market and the loss of important pesticide inputs provided some of the important
impetus to ISPC efforts. Such catalysts can further help to establish a sense of need in the
industry about addressing a particular problem and the potential gains from ISPC. For example,
n the U.S./Michigan tart cherry industry, the extremely low prices for the 1995 crop have °
ontributed to a felt need for the ISPC efforts in that industry.

The key outputs of the process initiation phase include an agreement in the industry or,
it least, by a core of industry leaders, to have an ISPC process and to have some sort of group
ocused on a comprehensive ISPC process. The agreement to have an ISPC process provides an
ndustry base or starting point and some initial consensus in the industry that they can work
ogether to improve their industry’s performance. The group that is focused upon a
omprehensive ISPC process is needed to turn the initial consensus into a practical ISPC
Trocess.

Five main tasks can be delineated for completing the process initiation phase. One
nportant early task is the articulation among the industry leaders of the need for ISPC. In that
sk, the industry, or at least a core of leaders, decides that an ISPC process would be useful.
hen the industry needs to go through a process of forming an industry group to lead the ISPC
ocess (ISPC group). After this, the ISPC group can provide a focal point for the other tasks of
e process initiation phase (i.e., deciding on a common set of objectives, paying for the ISPC
ocess, and arranging for staff support for the process) simultaneously or in parallel fashion.

1e following discusses these tasks of process initiation.
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3.2.1 Articulation of an Industry Need for an ISPC Process
The first task in process initiation is an articulation of an industry need for an ISPC
process. This is important because this articulation of industry need forms a base, starting point,
or even a mandate for the ISPC process. Initially, to help develop this articulation, industry
leadership who support the idea of an ISPC process for their industry can develop various
communications means, such as, informational bulletins and articles, that explain to the industry
hy ISPC is needed or desirable. Various industry discussions, forums, etc. at industry
eetings could address this topic as well. Through this process, the overall industry can
iscuss, learn and understand the commonality and interdependencies in the industry as well as
o some extent how an ISPC process might develop related beneficial strategies for the industry.
The industry articulation may come from a number of industry leaders agreeing in some
ashion that ISPC would be useful. This industry leadership could come from a number of
ources such as:
® leaders of industry organizations — especially those supplying industry
public goods
® Jeaders representing various industry segments
® leaders representing individual firms in the industry
ternatively, it may be possible for an indusiry to vote on whether an ISPC process would be
rthwhile. Such a referendum would likely require an effort by industry leaders to
nmunicate the need for ISPC broadly throughout the industry.
Whatever the method of articulation, its goal is to provide a mandate for an ISPC
cess. It represents an important initial part of industry consensus building in that the industry
t least a core of leaders has decided to have an ISPC group. As discussed in Chapter 2

ensus building is important in the ISPC context.
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2.2 Formation of an ISPC Leadership Group

After industry leaders decide to proceed with an ISPC process, some consideration will
ieed to be given to the membership and form of an ISPC group that will be used to focus the
SPC process. The need for the ISPC group itself is based upon the need for an industry
avolved in ISPC to engage in group decisionmaking. Group decisionmaking can aid an industry
1 achieving certain benefits as well as facilitating efforts to overcome the public good probleni
1 implementation. This ISPC group can focus and lead the ISPC process for the industry. The
roup further can bring to the broader industry - and seek consensus there - the key strategies
eveloped and recommended through ISPC.

In ISPC group formation, consideration will need to be given to the question of what

pe of organizational arrangement might help facilitate the ISPC process and strategic
erormance results with that industry. Logically, it would be expected that the selection of
ganizational arrangement for the ISPC group depends upon the nature and structure of the
dustry. Organizational alternaiives may include:

® informal arrangements led by the main industry organization(s), such as, a

generic promotional organization or trade association

® a special ISPC planning group

® one main industry organization taking the lead with ISPC

® ad hoc groups of leaders getting together

® an industry roundtable where all major industry organizations are represented
specifics of how such an arrangement operates may evolve over time to meet the industry's
s. For example, an ad hoc group of industry leaders might initially form an small informal
' group and later might decide to develop a special more definitive ISPC group with

sentatives from all major industry organizations.
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The choices regarding the specific organizational arrangements need to be based on the
particular industry's situation. For example, one main industry organization, if it represents the
industry completely enough, can seek to lead ISPC by itself. Alternatively, an industry
comprised of many industry organizations and an especially diverse set of firms might well need
a different arrangement, such as, an arrangement by all of the main industry organizations to
meet to facilitate ISPC in a roundtable format. In genera<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>