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ABSTRACT 

Title of Disscrtation: "A Prescriptive Mode!Ji>r S11pp/y ( '/win lntegration: An 

evolutiona,y approach " 

Author: Carlos Eduardo Canfield Rivera 

lnstitution: ITESM CCM 

Director: Dr. Juan Gaytán lniestra 

Readers: Dra. Pilar Arroyo and Dr. Enrique llores 

Purpose: The main purpose of this study is to anain a deepcr understanding 

about the evolutionary proeess that vertically integrated firms nced to undertake towards 

supply chain integration. More specitically it attempts to answer l\vo general rescarch 

questions: (a) What are the factors that enable/inhibit the e:;tablishment of supply chain 

integration practices, in a vertically integrated firm and: (b) How can a congruent 

prescriptive model be traced to assist VI tirms in thcir evolution towards supply chain 

integration. 

Desi:~n/Methodology/Approach: This study is framed in a rcsearch program 

characterized by two concurrent action research project:,. The corc action rescarch 

involving the researcher in an organization contributin~ with managernent to the 

solution of real-lite problems and a dissertation action research whosc main purpose is 

to make a distinctive contribution in the field of supply cha in integration. 

Findlings: Both projects are based on a process maturity approach and consider 

the gradual evolution of vertically integrated firrns through more integrated and 

participativc approaches, characterized by relational exchanges. As a result of the 

research some guidelines are proposed to help managers in this transition. Supply chain 

integration is contingent on externa! variables that might hinder or foster its evolution. 

The collateral rcsults of the core action research project revealed that supply chain 

integration was not only a matter of technical and tactirnl issucs. bul rather of strong 
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considerations about hierarchies. resistancc to changc ancl status-quo. incentive 

rnisalignmenl. hiddcn agendas and lack of a delibcrate strategic process among other 

problems along thc human dimension of intcgralion. 

Originality/valuc: As such. the model contributcd to furthcr advancement in the 

field. lilling a gap by combining present with emergent knowlcdge in the process of 

implementing supply chain integration in a vertically integrated firm. 

Kcywords: Action rcsearch. Supply chain intcgrafon. Vertical integration, 

Contingency approach and Prescriptive model. 
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SÍNTESIS (Translation) 

Título de la Tesis: "Un Modelo prescriptivo para la inlegración ele la Cadena 

de S11ministro: Una aproximación evolutivo" 

Autor: Carlos Eduardo Canfield Rivera 

Institución: ITESM CCM 

Director: Dr. Juan Gaytán lniestra 

Lectores: Dra. Pilar Arroyo y Dr. Enrique Bores. 

Objetivo: El propósito central del presente documento es aumentar la 

comprensión acerca del proceso evolutivo en el que incurren las empresas verticalmente 

integradas en su transición hacia la integración en cadenas de suministro. 

Específicamente tiene como propósito resolver dos pregunta~. generales: (a) ¿Cuáles son 

los factores que favorecen o limitan la implantación de pr2.cticas de integración de la 

cadena en una empresa verticalmente integrada? y: (b) ¿Cómo se puede desarrollar un 

modelo congruente. de corte prescriptivo, que oriente la actividad de las empresas 

verticalmente organizadas en su evolución hacia dichas formas de integración? 

Diseiio/Mctodología/Perspectiva: Este estudio se inserta en un programa de 

investigación caracterizado por dos proyectos concurrente~. de investigación-acción. El 

proyecto central que involucra al investigador en una organización para contribuir con 

la administración de la misma en la solución conjunta de un problema real de interés 

para la misma y un proyecto de tesis que tiene como propó:;ito fundamental el contribuir 

al avance en el conocimiento, en el área de integración de la cadena de suministro 

Resultados: Ambos proyectos están basados en una perspectiva de maduración 

y consideran una evolución gradual de las empresas verticalmente integradas hacia 

intercambios más integrados y participativos con los demás miembros de la cadena. 

Como resultado de esta investigación, se proponen guías que permiten orientar las 

decisiones de los administradores para alcanzar la transición deseada. La integración de 

la cadena de suministro, está en función de variables 1!xternas que pueden limitar o 

favorecer su evolución. Los resultados colaterales del proyecto central mostraron que 
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los aspectos técnicos y tácticos no eran los únicos a considerar para la integración sino 

que de forma aún más decisiva. se deben considerar los uspectos jerárquicos. de 

resistencia al cambio y de status-quo. falta de alineación entre estrategias e incentivos. 

agendas ocultas y sobre todo la carencia de un proceso estratégico deliberado. como 

parte de lo problemas orientados en la dimensión humana de la integración. 

Originalidad/contribución: Como tal el modelo contribuye al avance en el 

conocimiento en el úrea de la integración de la cadena. intentando reducir las brechas. 

tanto teóricas como prácticas al combinar el conocimiento actual con el emergente. 

resultado de este trabajo, para el proceso de implantación de la integración de la cadena 

de suministro en el caso de las empresas verticalmente integradas. 

Palabras Clave: Investigación-acción, Integración d,;: la cadena de suministro, 

Integración vertical. Perspectiva de contingencia y modelo prescriptivo. 
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PREFACE 

This disscrtalion has four parls. divided into scven chaptcrs. Thc first part deals 

with the nature of the problem as it relates with externa! pressures tov,ards 

disintegration and lhe need of precise guidelines that could orienl managers of vertically 

intcgraled lirms in their effort towards supply chain integration. The main purposc of 

lhis research is to dcepen understanding around SCI as il relates lo VI firms. 

The sccond part rev1ews the literature along the notions of supply chain 

management and vertical and supply chain integrations. The claim that firms need lo 

expand lheir boundaries. transcending adversaria! transactions and cngage in relational 

cxchanges is supporlcd. Moreover scction three deals with the nolion thal inlegralion is 

a multi-dimensional concepl. and for the present study is characterizcd by lhrce 

proposcd dimensions. namcly: Organizational. information and coordination structure 

intcgration. 

The thi rd part supports the use of Action Research as the appropriate method of 

rescarch, as well as explains the process for data collection and analysis. And in Section 

livc it analyzes the actual dala as collected in both the CAR and DAR projects. and 

concludes by eslablishing a prescriptive model of SCI, based on a process maturity 

approach. 

The parl number four considers the actual implementation of the model in the 

case of P A a vertically integrated group that operates in the food retai I sector. and 

includes the conclusions, limitations and implications for further rcsearch. 

The primary emphasis of this dissertation lies in further advancements in the 

tield of SCI nevertheless, the solution of an organizational problem, basically the 

adoption of a supply cha in perspective in the operation of a VI firrn, is concurrent with 

lhe rnain purpose. 
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l . lntroduction 

F or a bcttcr understanding of the signi ficanl changes lhat mold lhe se heme of 

competilion today. a bricf review of lhe hislorical background of produclion and 

organizalional relationships is dcemcd appropriale. 

Thc dccadcs of thc 1960s and 1970s. saw corporalions focuscd on funclion 

optimization. Firrns were organizcd under vertical hicrarchies. Exchanges with vcndors 

were mainly adversaria!. Ycry few relationships werc cstablishcd, but only with 

strategic partncrs. Manufacturing systems concenlrated on 11wterials req11ire111ents 

planning (MRP). Sorne tirms. due to markct failures and uncertainty. decided lo 

produce its O\Vn inpuls or control/own its distribution channcls. Vertical Integra/ion 

(V 1) and virtual monopolies seemcd to be reasonablc stratcgic dccisions at the time. 

Notwithstanding as a resull of ferocious compctition in lhc decades of thc 1980s 

and 1990s. the profitability of North-Amcrican manufacturers carne under severc 

prcssure, rellect ing rnarket-share loss to overseas prodw:ers. American companies 

shilted their stratcgic priorities in three ways: From low-cost production to quality. 

flcxibility, short lcad time and dependable delivery; implemented new technologics and 

philosophies of production management (Johnston. 1994: 1 lolmbcrg, 2000) and began 

thc search for bctter opportunities to increasc cornpetitivencss. (Lonsdale. 1999; 

Mclvor, 2000) lcading the way to what was called the out-sourcing rnoverncnt (Rao and 

Young. 1994: Mason. Cole et al., 2002). 

The analysis between costs and manufacturing conditions in-house cornpared 

with capabilities available frorn externa! suppliers reinforcec the idea that many itcrns in 

thc valuc chain could be outsourced or subcontracted al lowcr total costs (13rown, 

1997). By the early 1990s, reengineering, total quality management, downsizing, and 

outsourcing, among olhers, bccame cornmon practices in thc market-place. 

1.1 . The ncw terms of competition: 

Even though such efforts airned al optimizing lhe performance of certain 

processes, firms soon discovered that the performance advantages obtained from such 

20 



rnethods quickly eroded as competitors implemcntcd similar approaches. Eventually 

organi1.ations real izcd that single firm operations would not result in apprcciablc systcm 

improvcmcnts. thercforc inducing finns to scck a closer coordination and intcgration 

with suppl iers and customcrs that ,vas possiblc through advc1·sarial rclations. in order to 

rcmain competitive (Deffee and Stank 2005). 

Today is a fact that organizations confront a dynamic. complex and 

unpredictablc environment. Changes such as increasing global competition. complexity 

and uncertainty. new manufacturing philosophies. mcrgers and acquisitions. downsizing 

and outsourcing trends. dcregulation, environmental awareness. innovation and greater 

use of information technology and value added activities in the supply chain. have 

caused a profound impact ovcr finn behavior and performance. 

Undcr the ne,v tcrms of competition. thc management shi ft thcreforc is to 

recognize that competition now does not longer takc place arnong individual businesses. 

but bctwecn cntirc value chains. The competitivc impcrative. which by any means is a 

matter of choice. becomes: finding the bcst way to get the right products, at thc right 

place. at the right time for thc right price for consumers. This challenge is beyond the 

basis for entcrprisc success and definitively becomes the key to survival. 

The new terms of global competition have forced corporations. particularly 

those historically organized around vertical hierarchies. to reorient their high-level 

strategies. from independenl operations characterized by adversaria! transactions 

towards more articulated strategic partnerships. lt can be generally alleged that the road 

to success now depends on assembling a team of companies that can rise abovc arm ' s 

length relationships and work together to deliver greater value for consumers (Taylor. 

2003). 

I .'.2. lmplementation problcms of Supply Chain Managcment (SCM) and 

Supply Chain lntegration (SCI) initiatives 

During the past few years, supply cha in exccllence, optim ization. and integration 

have becomc thc focus and goal of many organizations worldwide. SCM and SCI have 

rcceived great attention in the past decades. Both tcrms appear frequentl y in both. the 
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trade press and brochures for lcading professional programs. yet reality shows that vcry 

lew companics havc cngaged in SCI. Indccd. fcw cornpanies have adopted and 

disseminatcd a formal SCM definition. Evcn fe\vcr have me(culously rnapped out thcir 

supply chains so that thcy know who their supplicrs· supplicrs or custorners' custorncrs 

rcally are. Thus. a lcgitimatc question arises: How do compunies define and approach 

supp(v chain integration today:> (Fawcett and Magnan, 2002) 

lrnplementation of SCM is not without problerns. lnlerestingly enough, on one 

hand there are many academic and trade publications, emphasizing the succcssful 

application of SCM initiatives. Yet on the other hand. there are empirical studies 

rcporting many difficulties in SCM irnplementation. (Mentzer et al.. 2000; Fawcctt and 

Magnan. 2002). Thc abovc-rncntioned situation is amplilied in the absence of 

thcoretical and cmpirical dcvelopmcnts linking thc corrcsponding strategic rnanagemcnt 

notion of vcrl ical integral ion with the applied conccpt of supply cha in integration. 

Svenson (2005) argues that given the scarcity of thcoretical dcvelopment on successful 

SCM irnplementation. managers need further academic support at cxplaining, how can a 

vertically integrated firm cngage in the process of supply chain integration? And even 

more, they lack contextual and practica! guidelines that could orient their efforts at 

achieving such nccessity. 

As it has been shown above, vertical ly integrated (VI) firms, under strong 

competitive and cnvironrncntal pressures for disintegration and difterentiation, have the 

urge to evolve towards more participative SC approaches. Yet, there are forces both 

externa( (environmcntal) and interna! (managerial opposition to change), that delay. to 

say the least, such evolution. For that matter, practitioners and managers alike have a 

strong need for a frarnework, linking corporate stratcgy with effective supply chain 

management that eventually could guide the integrative efforts of VI firms. 

1.3. The purposc of thc present research 

The main purpose of this study is to attain a deep,::r understanding about the 

cvolutionary process that vertical ly integrated firms need to undertake towards supply 

chain integration. More spccifically three particular objectivcs are proposed: 
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1. Understand the main lacilitators and inhibitors that affecl VI firms in the proccss 

or supply cha in íntegration. 

2. Propose a prescriptive model that could guide managers of VI firms. in their 

cfforts to achievc strategic supply chain integration. 

3. i\ttempt to valídate the congruence of such model and its applicability in the 

contextual sctting of .. Fábrica de Alimenlos" (FA) a subsidiary of a large 

vertically integrated firm "Produclos Alimenlicios" (PA) in the Mexican food 

retail industry. 

1.-t Rcscarch Questions 

The main questions addressed in the present resean.:h are: 

1. What are the factors that enable SCI? What factors inhibit the establishment 

of SCI practices in a VI finn?. and how can they be overcome? 

2. How can a congruent prescriptive model be traced te assist VI firms for their 

succcssful cvolution towards supply chain integration? 

l.:i. Unit of analysis and study settings: 

In the present study the unit of analysis is a vertically íntegrated firm, 

undertaking a supply chain integration process. The strategic context of the study ofthc 

VI tirm is defined by its apparent adherence to a specific value discipline: In this case, 

and following Treacy and Wiersema ( 1993), either operational excellence or customer 

intimacy. That is. whether the realized strategy of the firm appears to foil into one ofthc 

value categories mentioned above (Mintzberg, 1978). 

The specific contextual setting for the application of a prescriptive model for supply 

cha in integration is the food retail sector in Mexico. Retail is i mportant beca use of the 
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dramalic changes that have transformed its landscape in rccent times. The nalurc of 

rctail competition itself has changed. with an increase in business rangc and 

conccnlration. From bcing a local activity. retailing for some companies has progresscd 

through lhe nalional. intcrnational and in certain cases to a global scale. Wal-Mart and 

Carrefour. number I and 2 as worldwide leaders in their activity, have successfully 

adopted SCM initiatives that have contributed towards widcning the gap bctwcen thcm 

and lhe rest. and lcad thc way for long overdue imitations on behalf of competitors. 

The interest in the food retail sector resides in thc co-existence of world class 

retailers. -global leaders in SCM initiatives- with large VI firms, mainly family 

business, that struggle trough cvolution towards SCI. Contrm.ling with the full exlent of 

SCI. the VI firm lags on SCM initiatives and continuously attempts to delay intcgration. 

lnlcrcstingly enough. the strategy adopted by this 12.tcr type of companies has 

becn lo resort lo distribution channels. with low degrces of intcgration. actually similar 

to their own. There is no nced to mention that this surviva I stralegy is temporary and 

only uselul for dcferring business failure. 

Large vertically integrated firms are common in the food and beverages industry 

in Mexico. For the present research Fábrica de Alimentos a fully-owned subsidiary of a 

large VI public group in the Mexican food industry named Produc/os Alimenlicios is 

considered a firm with a proper profile to be selected as the unity of analysis for this 

study. 

Pmdlfc!os /1/zimntiáos: The rerlically ú1t1:~rated,group 

Produc/os Alimenlicios is a large Mexican corporate group, dominant in the 

pasta industry and with a stronghold in the flour processing, grain mill products. bakery. 

manufacturing processed foods and packaging. lt is a public company -with substantial 

family ownership- that exhibits a vertical control corpc,rate strategy, based on full 

ownership of firms comprising their corresponding value chains. 

Two important subsidiaries of PA are considered in this research. FA is part of 

lhe biscuit division and operates in the baked snacks industrial segment. And Producl 

Distribulorship PD, that operates the distribution of most ofthe corporation's products 
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Two supply chains were selected for this study. Supply chain number l. 

containing Snack.\· in carclboard exhibitors of-1. -17 Kg is dedicated to manufacturing and 

distributing various and differentiated baked snacks. individu:1lly wrapped. for sale 

through I'A 's distribution subsidiary PD. 

Supply chain Number 2, namely Sweel Cookies in i' Kg can/board boxes 

manufactures the simplest typc of baked products which are distributcd through two 

channels. In the tirst channel and using I'A 's brand name. FA sclls the product to I'D 

and delivers dirc:ctly in appropriate warehouscs. which in tum wholesale to regional 

distributorships as in Se# 1 above. with the exception of international sales that includc 

largc scalc retailers. 

The second channel is directed by a world-class retai lcr. - the focal tirm- who in 

turn provides the opcration guidelines and procedures to be fol lowed by FA, marketing 

the baked products under the rctailer's generic brand name for domestic consumption. 

FA operates very differently under the two channels that comprise se #2. In the 

first channel ali transactions between suppliers and customers are adversaria!. But on 

the second channel, the world-class retailer emerges as the fócal tinn and establishcs 

SCM initiative~. feaving FA to a role of simply another supplier. part ofthe chain. 

lt is convenient to emphasize that for the present research, the unit of analysis is 

the vertically integrated firm andas such only the supply chains where FA becomes the 

focal tirm would be studied, that is Supply Chain numbcr 1 (Carclboard E'l:hibilors) and 

Supply Chain number two (Swee/ Cookies) distributing through I'D. 

Under the notion of the value discipline (Webster, 1994). the strategic operation 

context of both SCs is operationa/ exce//ence, where firms intend to lead the industry 

both in price and convcnience (Treacy and Wiersema. 1993). That is, competition takes 

place with salid brands and strong corporate reputation as prc-requisites far high levcls 
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of efficiency in production and distribution. particularly in chains dorninated by a 

world-class ret.aikr. as it secms to be the norm in thc rnarkct-placc. 

These two SCs were selected as subjects of the present study becausc they are 

representative of big family businesses. organizcd through vertical hierarchics that 

today are struggling to remain competitive under thc ncw markct conditions. PA until 

now has managed to delay integration. yet today it is found at thc crossroad for deciding 

its next step. Thcre are pcnding changes and decisions to be made and PA has dccided 

to review its whole strategic approach. and closely considered integration. 

Both thc management and research tearns are in the process of rev1e\\'lng. 

designing and irnplernenting an organizational change towards a se approach and 

further through supply cha in integration. Thc projcct initiatcs with thc dcveloprncnt ora 

se balanccd performance rncasurernent systern. ami concludes with thc proper dcsign or 
a prescriptive rnodel of SCI. where VI firrns tind sorne guidelines about how to cngage 

in such integration process. lt is important to mention that the present research project. 

becornes a first-hand opportunity to retlect and orient. frolT within the firm. such 

desired transformation. 

1.6. Project description and deliverables 

The concurrcncc of events being, the nature of the problcm, the questions 

envisioned. the purpose of the present study and above ali the imperative of the tirm to 

engage in organizational change, towards an articulated appro;ich to SCI provide thc 

ground for selecting Action Research (AR) as the appropriate research method. 

AR is initially characterized by four fundamental issues, which are clearly 

retlected in the study (Coughlan and Coughlan, 2002; Eden and Huxman, 2002): 

1. AR refers to research in action. A scientific approach is used for the reso lution. in 

this case. of an organizational problem jointly with those wr,o directly experience it. 

2. AR is participative. Here management participates in the solution of the problem. 

instead of simply being the object under scrutiny. 
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3. AR is concurren! with action. l3ecause organizational change takes place at the 

samc time when there are devclopmcnts in the body of knowledge 

4. AR is a sequential approach to problcm solving. Members of the rescarch and 

management teams jointly participate the solution or 1he problem and in the 

research process itself. through various cyclcs of sequrntial steps of planning. 

action and cvaluation 

On one hand. lhe curren! market conditions and on 1he olher. the stated 

objectives above. imply the engagcment of the firm undcr study. in a rellection process 

around its present VI strategy and thc ncccssary steps - action- required to include SCM 

initiativcs in its operation and attcmpt lo evolve through furthcr stagcs of integration, in 

order to remain compctitive. This demands thc inlcraction of the management and 

rcsearch tcams in a collaborativc rroccss of change in lhc organization. under differenl 

roles. Practitioncrs undcr thcir organizational roles. rlan. dc!;ign and exccute the 

inlendcd changc. whcrcas rescarchcrs act as lacilitators of thc action and rctlection 

within an organiza! ion attcmpting to undcrstand both thc proccss and lhc impacl of such 

change. with a view to rcplication at another setting and with an ultimate perspective of 

contributing to theoretical advanccment in the field (Coughlan and Coughlan. 2002. 

p.227). 

Therefore action research is selectcd as the proper methodology to respond to 

lhc research questions. The present study is framed in a research program characterized 

by two concurren! action reseorch projects in SCI. Thc first is lhe Core Action 

Research Project (CARP). involving the researchcr in an organization, with the specific 

purpose of contributing with managemenl to the solution of a real-life problem, namely 

the joint design of a Supply Chain Performance Measurement System (PMS) for PA 

based on balanced measures. 

And second. the Dissertation Action Research Project, (DARP) (Zuber-Skerrit 

and Perry, 2002) whcre thc candidate would concentrate on the thesis-writing, and its 

main purpose would be to rnake a distinctive contribution to knowledge. in the context 

of the strategic evolution of vertically integrated firms through SC l. 

The relationship between CARP and DARP is graphically shown in Figure 1.6-

bellow. Bearing the lattcr in mind. the project would be developed in at least two 
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rcinlórcing cyclcs or rour scquential phases: Plan. act. observe élnd relkct in both J\R 

projects. 

ccnclUlionl 

/' 

fn:m fteldMlrl< 
(1111 draft) 

IWBl1n R Theala plsdvthe ,-.... -
~rl</ 

Figure 1.6-1: Thc rclalionship betwccn CARP ami DARP. ,\dapled from (7.uher-Skerrit and Perry, 
2002) 

The dclivcrablcs. in the case of thc CAR project are: J\ SC bascd performance 

mcasurcment systcm opcrating in the case of FA and in the DAR Project. a proposcd 

prescriplive model for SCI applicable to VI firms with some guidelines about its 

implernentation and the co-validation of rnain elements in thc fir~;t stages of SCI in the 

case of the firm under study. 

1.- . Relcvancc and significancc of rcscarch 

The study of thc integration of VI firms is important for severa! reasons: First 

thc study has theorctical implications in the field of ir:tegration and SCM 

implcmentation in thc sense that there is a gap in research. attcrnpting to explain the 

cvolution of a VI finn into more articulated fonns of intcgration. 

Second. thé: proposecl model would provide new descriptive and prescriptive 

tools for practitioners and managers alike, for attempting SCI. considered to be a pre­

requisite for successfully implementing SCM initiatives. 
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Third. by analyzing thc adoption of integration by Y I firrns in emergent markets. 

thc study would providc richcr contextual information about th,~ devclopment of SCM 

m:tivitics. 

Fourth. thc contextual selting is relevant. Retail landscape has dramatically 

changed in the last fcw ycars. and is now characterized by high concentration. extcnsive 

use of inf'ormation tcchnologies and successful SCM initiativcs Nevertheless. and not 

only in emcrgcnt markets but evcrywhere, highly integrated firms, articulated small and 

mcdium enterprises (SME) and large VI firms (quite a few family-owncd) concur in the 

retail markct-place. Competition favors the coordination of the former and vertically 

intcgrated finns would only strive for survival in the medium range. 

And last. thc study would yicld readily contextual and applicable knowledge in 

SCI in the case of the Mc:-.:ican food retail industry, with focus on suppliers. 

1.8. Dissertation Outlinc 

As a result of the DAR project, this study would be structured along the 

following lines. The first chapter is a general introduction for this project. The chaptcr 

begins with an introduction to the problem under study from a historical perspective 

where the change in business dynamics gives place to competition through supply 

chains instead of firms. Yertically integrated firms have the urge to cvolve. from arms­

lcngth transactions to more collaborative relationships and partnerships. lt recognizes 

that managers and practitioners lack a framework linking SCI with strategic dccisions 

and overal I performance, laying the groundwork for this research. 

Moreover, the chapter defines the problem under study. thc associated objectives 

and research qucslions, the unit of analysis and the settings of the present study. lt 

fu11her explains thc research program in supply cha in integration, which is made of two 

concurrent projects: The core action research and the dissertation action research. 

Expressly states thc relevance and significance of this study. 

Chapter two. rcferences the theoretical framework for supply chain integration. 

lt deals with definitions of supply chain, supply chain orientation and supply chain 
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managcment. lt is argucd that such concepts are widcly used - and misused- in the 

litcraturc. lcading lo a ccrtain lcvel of conl'usion. This chapler provides working 

dclinitions in use for this study. 

Thc strategic perspective of SCM is also addresscd in this second chapter. The 

relationship bctwccn SCM and competitive advantage is observcd through the lens of 

stratcgic dccisions in the firm. Strategy is defined as a pattern in a stream of decisions. 

ovcr-riding the conllict betwcen intended and realizcd strategy. 

Further thc notion of vertical integration is introduced. This concept is analyzed 

under two main schools of thought. transaction costs economics (TCE) and the resource 

bascd view of the lirm (Rl3V). These perspectives are complemcntcd through the core 

competenccs argumcnt and moreover vertical integration is defincd as a multi-faceted 

construct made of four relatcd dirncnsions: breadth. stages. degre,~ and fonns . 

Supply chain integration follows from the notion that its theoretical foundation 

was initially based on the cconomic and financia! theories of vertical integration, 

therefore considering SCI as an applícation and extensicn of VI theory. A 

complementary perspective for SCI stems from the works of Porter ( 1985) on its value 

cha in approach and the concept of transvection deviscd by Alder~on ( 1957). lt is argued 

through the chapter. that SCI follows an evolving path. Based on the literature, a 

positive relationship between SCI and performance is established. 

Chapter three recogmzes that SCI is itself a multi-faceted construct, and 

describes how for the present study, this complex notion is identified and summarized 

to establish three articulated dimensions: Organizational: information and coordination 

structure. Hence, such dimensions comprise severa! stages. which are articulated and 

interact to enhance the intensity of SCI. 

The VI firm 's management must recogníze two issues: i) That the engagement 

in a SCI process implies advancement along the three articulatcd dimensions -which are 

clarified as part of this chapter- and ii) the need of a specific framework that could assist 

them in the identification of the concurrent steps to achicve such advancement. 
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Chapler four details the dcsign of lhe study. describing and making scnse of lhe 

methods used lór this research. Basically action research (AR) w'hich is suitable for 

analyzing and irnplemenling organizalional changes lrough supply chaín studics. Thc 

nalure of the research. thc paradigm selection. the data collectíon and analysis methods 

are discussed in this chapter. 

Chapter live cxplicitly deals with the data analysis process. lt cxplains the interaction of 

the literature rcview. the rescarch team·s expericnce as SC consultants, the data 

gathered and the rcllcction process generated as part of AR and conc ludes with a 

prescriptíve model for evolving through SCI for VI firms. 

The resulting model is bascd on an evolutionary approach and presents two 

runways. On one hand SCI implics the transition from adversaria! transactions to 

rclational exchanges and on the othcr the throughput from vertical disíntegration to 

supply chaín íntegration. lntegration intensity is modeled alter a contingency approach. 

where the contingent variables are: The focal company" s bargaining power. the 

industry, business environment and the product type. 

The model recognizes that the firm must diagnose the operation of its present VI 

strategy and rctlect about the necessity to adopt a supply chain orientation in order to 

begin with the implementation of any SCM initiative. as a mean to overcome 

organizational change resistance. 

Chapter s1x explains the operation of the prescriptive model through its 

application at Fábrica de Alimentos a subsidiary of Productos Alimenticios, a large VI 

publicly held group in Mexico. The firm is studied in its strategic context and the model 

is validated on its congruence. 

The guidelines for supply chain integration in Fábrica de Alimentos are set forth 

as part of this research program and the chapter further discusses its generalization 

potential in other VI firm related settings. 

In Chapter seven, the main conclusions, delimitations, and the implications for 

further research of the present study are set forth. followed by the appendices A and B 
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compns1ng information about the field-\\,ork al FA and a detail of communications 

among the working cornmittee. 
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'1 Thcoretícal Framcwork for SCI 

Supply Chain and Supply Chain Managernent are not only umbrella terrns for 

di fTerent understandings of such concepts, but also al low the appl ication of di fferent 

research rnethodologies (Seuring et al.. 2005). The background of these two paramount 

conccpls -not only in management and logistics but in many other disciplines- can be 

traced back lo hislorical and theoretical developments in the ficld. 

2.1. The notíon of Supply Chain 

The concept of Supply Chai11 (SC) developed from the historical evolution of 

manufacturing into more specialized and complex operations. ·'Jn the earliest versions 

of'the .rnpp/y clwin concept. fim,.,. so11ght to achieve vatical 111tegration. that is. afirm 

11·011/d establish control m·er the chain ami ohtain the desired e.fficiency ami 

re.,pom·ll'eness /Jv mrning each e/emenl of' the chain ·· (LaLondc and Masters. 1994. 

p.39). 

The dependence on suppliers, at first and consumers later, developed into a 

chain of diversc links between organizations, brought together to fulfill the customers· 

final demand. 

Forrester ( 1958. p.3 7) introduced the theoretical notion of SC. He recognized 

that successful industrial companies needed to understand thc integrative nature of 

organizalional relationships arising from the interaction betwcen tlows of information. 

materials, money, labor and capital equipment. 

Researchers and managers alike demand a clear under~;tanding of the notions of 

supply chain and supply chain management. Various definitions emphasize sorne 

characteristics of the supply cha in, yet there is a need for an integrated working concept. 

For example. Handfield and Nichols (2002) focusing c,n functionality along the 

chain, define SC as including ali activities associated with thc tlow and transformation 

of goods from the raw materials stage, through to the end user. as well as the associated 
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information flows. Further Oliver and Webber ( 1992). state that a supply chain should 

be viewed as a single cntily that is ·'guided by strategic decision-making:· 

The APICS Dictionary describes the supply chain as: /) the processesfiwn the 

initial raw material.,· lo the ultima/e consumption of' the finished producl linking 

across .rnpplier user companies; and 2) the functions withi,1 ami oulside a company 

thal enahle the value chain lo nwke producls and provide services lo the cuslomer 

(Cox and Blackstonc. 2001 ).(Cox. Blackstone et al., 1995; Lummus and Yokurka. 

l 999)Lummus and Yokurka ( 1999) define SC as the network of entities through 

which material llows. Among such entities suppliers, carriers, manufacturing sites. 

distribution centers. retailers. and customers are included. Furthermore. Quinn ( 1997) 

defines the supply chain as ali activities associated with moving goods from the raw­

materials stage through to lhe end user. including sourcing and procurement. 

rroduction scheduling, order proccssing. inventory managemcnt. transportation. 

warchousing. customer service and moreover it also embodies the information 

systcms necessary to monitor ali of those activities. 

As the literature reveals, there is a consistent lack of clarity in the definition of 

such concepts as a consequencc of its indiscriminate use in var ous disciplines yet, there 

havc bcen many attempts to conciliate on such differences (Harland, 1996) . 

.\'11/!f!!J' C:hf/i11: .1 d~ji11itio11.fór the preJl'l!I sfll(jy 

for the present study. following Mentzer et al. (2001. p.4) supply chain is 

defined " ... as a sel o{ lhree or more enlities (organi::.ations or individual.,) directly involved in 

the upstream and downstream flmv of products, services, finances, c1nd information, [ or ali ol 

them]. fi"om a so urce to a customer ". The authors further distinguish three degrees of 

complexity: A direcl .rnpply chain -comprised by the focal firrn and the firm 's suppliers 

and customers: An extended chain-including supplier"s suppliers and customer"s 

customers-; And the ultimate chain including ali participants in the value chain. 

The above-citcd definition implies that customers and suppliers should work 

together, yet in their own best interest, to trade and interact -based on their functions 

and capabilities- first among themselves and eventually, in the creation of goods or 

services requested by final demand. 
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loday. definitely supply chains exist and firms are pai1 or onc or man y of thcm . 

Morcovcr their inclusion is nota dccision to be madc on their own. The participation of 

a company in a particular supply chain is defined by either. supplicrs and middle and 

high-end manufacturers -e.g. Original Equipmenl Man11fac111rers (OEM) and linal 

goods producers- or both. or by customers that buy such products or services. 

' 1 Supply Chain Management 

The term Supply Chain Management has rcceived great attcntion 111 both 

literaturc and practice. Rescarch in the tield of SCM has evolved from its core conccrns 

around logistics/ operations processes through the incorporation of theoretical conccpts 

and rcsearch in strategic management, industrial organ zation. institutional and 

production economics -transaction costs-. inter-organizationa I relationships. knowlcdgc 

managcment and systems theory (Giannakis and Croom. 2004. p.29). 

In thc carly literature, Jones and Riley ( 1985) defined SCM as thc planning and 

control of total materia Is flow from suppl iers through customcrs. La ter I iterature 

rcfcrred to the management, not only of materials flow. but of both materials and 

information tlows. Houlihan ( 1985) argues that the explicit purpose of SCM is to meet 

customer service objectives. while at the same time. minimizing inventory, rcducing 

waste and related costs. Underlying this goal has been the need to boost competitiveness 

and profitability in increasingly tougher global markets. 

A review of the supply chain management literature during lhe late 1980s and 

the early 1990s reveals the interchangeable use of neologisms: logistics nwnagement, 

network sourcing supplier-base reduction. and inter-vrgani;:ational integra/ion. In the 

late 1990s, to sorne extent, supply cha in management supp1 anted the term ··logistics·· 

( Rogers and Leuschner, 2004 ). SCM is considered to be a mu lti-faceted concept and the 

tasks around its implementation are quite complex. lt has been used by various 

disciplines to represent different meanings. The broad sccpe of SCM enhances the 

difficulty of finding a suitable definition. lt generales confusion thcrefore limiting 

possibilities in research, and forming barriers for its successful implementation by 

managers. 
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The origin of the term "'supply chain ma11uge111en(· i~. thought to reside in the 

work of consultanls during the early 1980s. Oliver and Wcbbcr ( 1992) discusscd the 

potcntial benclits of integrating the interna! business '1.1nctions of purchasing. 

manufacturing. sales and distribution along the organization. yet the conccpt \Vas 

extended beyond the firm · s boundaries to include "11pslrea111" production chains and 

"downslream" clistribution channels. Yu et al. (2001) consider that SCM cmphasizes the 

ovcrall and long-time benetit of ali parties on the chain :hrough cooperation and 

information sharing 

Harland ( 1996) describes a four-stage supply chain typology delimiting the main 

uses for the conccpt of SCM and classifies such approache:; and definition attempts 

accordingly: 

1. The interna! supply chain which integrales business functions involved in the llow of 

materials and in lormation.(Stevens. 1989; Oliver and Wcbber. l 9<J2: lloulihan. 1985 ). 

2. The management of a dyad with immediate suppliers. (Christopher. 1992: Womack and 

.Iones. 1 994 ). 

3. The management of a chain of businesses including second l er suppliers and customers 

(Hayes and Wheelwright. 1984; Macbeth and Ferguson. 1984 ). 

4. The management of a network of interconnected businesses invol ved in the ultimate provision 

of producl and service packages required by end customers (Hakansson and Snehota. 1995) 

Lambert and Cooper (2000) developed a conceptual framework. as graphically 

presented in Figure 2.2-1 emphasizing the interrelated nature of SCM. lt consists of 

three closely interrelated elements: the supply chain network structure, the supply chain 

business processes, and the supply chain management components. The supply chain 

network structure consists of the member firms and the links between these ftrms. 

Business processes are the activities that produce a speciti: output of value to the 

customer. The management components are the managerial variables by which the 

business processes are integrated and managed across the supply chain. 

The tirst element in Lambert·s framework represcnts a key decision issue in 

SCM and answers the question with whom should the tirm integrate? ; The second 

element answers the question about what business processcs must be integrated? ; And 

third. what level of integration is desired across the SC'? 

36 



SCM Framework 
3) What level of integration and 
management should be applied 

for each process link 

2) What processes should 
be linked with each of 

2) se Business 
Processes 

these SC members? ,,. ~--~ 

/ 

Lambert&Cooper 2000 

1) Who are the key 
~ supplóe,s wóth whom lo 1;nk? 

1) se Netwc,rk 
structure 

Figure 2.2-1 SCM írnmcwork in (Lambert and Coopcr, 2000, p.70) 

In an effort to incorporatc unity in the discussion of SCIVI. Mentzcr et al. (2001) 

arguc that the numcrous definitions of SCM can be classilied into three categories. 

namcly: a manag<'menl philosophy (Ellram and Cooper. 1990; Shapiro. 2004) . the 

implementation ola management philosophy (Russell. 2001; Handfield and Nichols 

1999a). anda set olmanagement processes (Sengupta and Turnbull. 1996). 

Tan (2001) traces the evolution of SCM around two different paths: Purchasing 

and supply activitics; and the transportation and logistics functions with focus on 

integration, visibility. cycle time reduction and streamlincd channels. 

Giannakis ami Croom (2004, p.28) proposed thc cmcrgcnce of SCM as a new 

discipline, supportcd by various research avcnues, and that it can be characterized 

following [the 3-S} three dimensions of interest to supply chain scholars and 

practitioners: The .,ynthesis <?lthe husiness ami resources networJ:; the characteristics ol 
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\vner,'{V het11·een different actor.1· in the nellrork. ami the .1vnchro11i::ation o/ al/ - . 

operational decisions relc11ecl to the control ofthe prod11ctio11 ond delh·erv ofgood1· and 

.\'(' !Tices. 

Synthesis: 
Business 

and 
Resources 

network 

s C:OMMON GOALS 
•'Naste Elimination 

Synergy: 
Of Actors ir, •lncreased efficiency 

networks 

ynchronization 
of operational 

decisions 
In the 

network 

Figure 2.2-2: The 3-S Framework for SCM, adapted from Giannakis and Cro,)m (2004). 

Notwithstanding the above-mentioned diverse perspecti ves, Tan et al. (2002) 

assert that knowledge about SCM has matured and eventually merged into a unified 

body of literature with a common goal of waste elim ination and increased ctliciency . 

.l'lf/Jp/)' (}1t1i11 ' \ I {/1/r./J!/lllt'III: , 1 dt:JimJion jór I he f/"/'Jl'.'I I .illfd)' 

Mcntzcr et al. (2001) diffcrentiate S11pply Chain Orienta/ion (SCO) from Supply 

ehain management. On one hand, seo is a construct closer to the first category­

management philosophy- anda pre-requisite for seM. Therefore , seo is defined as the 

recognition by an organiza/ion <?f the .1ystemic, strategic implications <?[ the tactica/ 

activities involved in managing the variousflows in a supply chain. On the other hand, 

SeM is more closely related with the overt rnanagement act ions directed towards 

implemcnting such management philosophy. 

From that standpoint in this study, and following Mentzer et al. (2001, p.18) 

SCM wi 11 be defined as ... the .IJ'sfemic, strutegic coordination of' the traditional hu.sine.u 

fimctio11.1· within a particular company and across husinesses ·within i'he .rnpply chain. for the 

purposes o/' improviny, the long-term pe1forma11ce of' the individual co111pa11ies and the .supply 
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chain as a wholc!. in a consistent manner with definitions also found on CSCMP (2005) 

and Wisner (2003 ). 

Systemic coordination 

s~~~,----------
1 ' 

The Focal 
Customer Organization ----- --·- --~-~_, 
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Supptier 1 
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Supplier 

' ' 
1 

' Finacial 
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Malerial Flows 

\ 
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\ 

Marketing 
Activities 
(research) 

- - -- - - - - - - - - - ..... Services and informalion Flows 

Figure 2.2-3 Diagram of SCM, based on Menizer et al. (2001) 

2.3. Thc Strategic Nature of SCM: 

/ 
/ 

Customer 

End 
Customer 

"The cha//enges associaled with gelling a product or service to the right 

place at the righl time intensi/ied as compelition in 1he 1990s did In 

loday 's 111anufact11ring environmen/, one of the key cha/len ges Is to he hoth 

efficient ami con/rihute to high effectiveness" (Zailani and Rajagopal, 

2005). p.379). 

J>mpectúts 011 CJ/Jlpetitive .1d1·a11tage 

Early literature on competition serves antecedes the devebpment of the concept 

of Sustained Competitive Advantage (SCA). Alderson ( 1937) hinted al a basic tenet of 

SCA. that a fundamental aspect of competitive adaptation is the specialization of 

suppliers to meet variations in buyer's demand. This author was one of the first to 

recognize that firms should strive for unique characteristics in order to distinguish 

themselves from competitors in the eyes of the consumer. 

l li.1t01ical J>entxclil'e 
¡ 
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Thc idea or SCA surfaccd when Day ( 1984) suggested types of strategies that 

may hclp to ".rnstain the competitive advantage". Barney (1991) argucd that a firm is 

said to havc a sustained compctitivc advantagc whcn it is implcmenting a value crcating 

strategy not simultancously bcing implemented by any current or potential competitors 

and \\ben these other firms are unable to duplicate the benetits of this strategy. 

A more formal dcfinition of SC A can be found in Hofflnan (2000. p. l 02): ··An 

SC.-1 is !he ¡wo/ongecl hene/il o{ i111p/e111enli11g some 1111ic¡11e 1·:d11e-creuling s/ralegy 1101 

si111111!011eo11sh- heing i111p/e111en1ed hy any curre/11 or poten tia/ l ompetitors along irith the 

inahilitr to cluplirnte the henefits o( lhis strategy:· 

.\"( .· · J rdcrc111.-e i11 !h1•01J ll/1(1 pradicc 

Thc conccpts of compctitiveness and competitive performance have assumcd 

incrcasing importancc as a result of seminal contributions by Porter ( 1985) and Petcrs 

and Waterman ( 1982). The actual term "SCA" emerged in 1985. when Portcr discusscd 

thc basic types or competitive strategies firms can posscss (low-cost or diffcrentiation) 

to achicve SCA. 

Attainmenl of competitive positions in markets depends on a variety of factors. 

among them: increased productivity. market share, economies of scale. knowledge. 

unique and valuc addcd products leveraged by distinct comp,~tences, to mention sorne. 

Each and every factor to be considered has been studicd as a source of SCA. which is a 

central tapie in the field of strategy and relates to the long tc:rm sustainable privilegcs. 

that result in supra-normal profits and rents over the competition. 

There are two initially dominan! perspectives in the freid of strategy. accounting 

for the explanation of di fferences in performance across firms. 

The first. thc industry1 structure view -mostly associated with the work of 

Michacl Porter- using the industry as its unit of analysis, argues that rents are primarily 

a function of a firm's membership in an industry with favorable structural 

characteristics. (That is. barriers to entry and relative bargaining power of the firms. 

among others). 
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The second one. the reso11rce-hased view of the linn (Rl3 V) and its less formal 

and more managcment-oriented dcrivative. the concept or core compctencics. (or 

( ·0111petence-Based View CB) have become the leading rescarch paradigms in lhc ficld 

or slralegic managemcnt. 

RBV synlhctically considers the firm. its unit of analysis. as a collection of 

rcsources. For that maltcr thosc firms that are able to ac:umulate rcsources and 

capabi I ilies thal are rare. valuable. non-substitulable and di fficu lt to imita te wi 11 achieve 

a competitivc aclvanlage over firms and will earn extraordinary rents (Wcrnerfelt. 1984: 

Rumelt 1991 ). From the marketing perspective a similar argument can be found in 

(Day. 1984: Day and Wensley, 1988). 

Mcanwhilc (Cl3), cxtends lhe abovc-mentioned argurnent lo incorporate the idea 

lhat in ordcr to becorne succcssful. the tinn has to be in a po:;ition to make use of the 

available resources more effectivcly and efficiently than its competitors (Teece. Pisano 

el al.. 1997). 

A key differcnce between RBV and CB is the chain of causality (Freiling. 2004). 

RBV concludes that superior resources will cause performance differences among 

companies. CB prefers a more subtle reasoning where homogeneous assets and 

heterogeneous resources are the starting point of the chain. However. the resource 

cndowment is not cnough in arder to explain performance di fferences. The firm itself 

has to be in a position to make use of these resources in a goal- and market-orienlcd 

way. This is only possible in case of available action-relatcd competences. 

Critica! resources extend beyond the firm 's boundaries. Dyer ( 1996) found that 

productivity gains in the value chain were possible when trading partners are willing to 

make relation-specitic investments and combine resources in unique ways. 

More in line with recent developments in business dynamics. both in theory and 

practice. a third perspective the relalional view argues that idiosyncratic inter-firm 

linkages are a source of ··relational rents" and SCA (Dyer and Singh, 1998). The 

rclational view focuses on a dyad/network as a unit of analysis and considers four 
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categories to devclop rclational rents. which are only crcatcd through idiosyncratic 

contribution of the speci tic al I iance partncrs. 

1. lnvestments in relation-spcci tic assets ( Wi lliamson. 1981: Peny. 1989: Dycr. 1996 ). 

2. Knowledge sharing routines (Dyer and Nobeoka. 2000) 

3. Complementary rcsources/capabilities (Harrigan. 1985) 

4. EITcctive govcrnance leading to lower transaction costs than ct>mpetitors (Williamson. 

1985) 

Morcovcr. under the latter perspective, reccnt altcrna1:ive explanations regarding 

the source and attainmcnt of SCA have emerged. Hax and Wilde (2001) arguc that 

prev1ous stratcgic models have focused on rivalry and do not account for the more 

complex econom1c forces and business relationships 111 today·s networked 

environments. 

Based on their consulting work. the authors proposc a Delta model based on 

bonding, where companies forge new relationships with customers, suppliers, 

competitors, substitutes. and complementors. The authors describe competition based 

upon product. customcr, and system economics. the thrce distinct and sequential 

strategic options of the Delta model's Triangle. (Figure 2.3-1) 

In another line of argumentation, Poirier ( 1999) suggests that rents derived from 

CA are temporary. therefore the validity of a particular initiative is determincd by thc 

clock-speed of the industry, which retlects the rate of change in products, processcs. 

technologies, and organizational structures in that industry (Fine. 1999). 
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\ Produ:t economlcs 
Low :osUdifferentiation 

Figure 2.3-1 The Delta Modcl, adapted from Hax and Wilde (2001, p.10) 

SC \ I í/1/(/ simt1:~r 

The relationship between lhese lwo fields reside. on one hand. 011 lhe 

advancement of theoretical research in the field of SC. and multiple successful 

applications in practice that suggest that SCM efforts geared toward generating value 

and customer satisfaction. can and must be levered inlo significant competitive 

advantages for firms Gulati. 1998; Poirier. 1999). 

And on the other hand, where SCM research has incorporated lheories and 

methodologies from other disciplines such as marketing and operations (Stock. 1997). 

As SCM has been considered fundamental in achieving such competitive advantages. 

more strategy researchers have turned over the study of more specific advantage­

generating activities. in their search of sources of SCA (Wisner, 2003; Bowersox, et aL 

2000). The bottom line is that competitive advantage is em bedded in the concept of 

relative performance (Giménez and Ventura, 2003 ). 

From the above considerations and as a two way street. it can be asserted that 

strategy theory is relevant -asan academic perspective- in the· study and or research of 

SCM (Cheng and Grimm, 2006). 
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Richardson ( 1972) from thc economic theory pcrspcctive stresscd the 

importance of relationships between firms. by arguing that planned coordination does 

not stop al thc firm · s boundaries. Complementary and dissim ilar activities m ust be 

coordinated through relationships which in turn become rnechanisms alternative to 

hierarchy (directed coordination) and markct (spontaneous coordination). A systemic 

perspcctive sets forth that SCM must optimize globally across al the chain. lcaving 

behind local optimization of business units (Heikkila , 2000). 

The strategic integration of business units involvcs the coordination of separate 

elemcnts of each SBU so that etliciency or market prominence can be achieved. In 

today"s changing environment. many firms strive to respond \VÍth diffcrent counter­

acting initiatives. integration is one of them, ycl they foil lo accomplish the desircd 

lcvels of competitivc advantagcs. Fuchs et al. (2000) argue that for such initiatives to 

bccomc successful they need to integrate into a cohesivc strategy. That is the 

organization's direction. product market focus. and execution capabilities must fit 

togethcr. 

The notion of strategic fit 

Philosophy 

lntent 

Figure 2.3-2: The notion of Strategic Fit 

lt has been argued that effective integration of suppliers into product 

value/supply chains will be a key factor for sorne manulacturers in achieving the 
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improvements ncccssary to rcmain competitive (Ragatz. 1 landfield et al.. 1997). The 

strategic irnportancc or intt:grating suppliers. manufacturer5 anJ customers has been 

analyzed by divcrsc rcscarchcrs (Bowersox et al.. 1989: Ca nrnish and Kcough. 1991: 

Barrat and Olive ira.2001: Clinton and Closs, 1997 and Shapiro, 2001 ). 

The Supply-Chain Operations Reference (SCOR) modcl provides a framework 

f'or characterizing supply-chain management practices and prncesses that rcsult in best­

in-class performance (Lockamy and McCormack. 2004a). Morcovcr the SCOR model 

cmphasizes thc stratcgic importance of integration assumi 1g that ali business must 

includc sourcing. making and delivering process strategically linking suppliers and 

customers to man u facturcrs. 

Strategy is a prercquisitc for implemcnting a SCM inii:iativc in any firm and it is 

crucial. since it givcs direction to any program (Vanna. Wadhwa et al.. 2006). ;\t the 

samc time. SCM is strongly cmbcdded in corporate strategy. Mentzer et al. (2001) 

(Mcntzer. DeWitt et al.. 2001 )propose that the only way that competitive advantages 

could be attained. is when all SCM efforts are coordinated -strategic orienlation­

throughout th1~ entire supply chain -.1ystemic perspective-. Ali supply chain' s 

rclationships and processes, at the tactical and operative levels, must be continuously 

intcgrated and aligned with corporate strategy in order for value to be created for the 

customer and pariially appropriatcd by the firm (Morash and Clinton, 1998). Further. 

Tan (2001) argues that a customer-focus corporate vis ion driving change -throughout a 

firm ·s interna( and externa! linkages- is an importan! facilitator for SCM evolution. 

Even though, there is a diversity in SCM perspectives, it is clear by now, that the 

unifying concept around the successful implementation of strategic SCM is alignment 

(Chen and Paulraj. 2004). 

:~.4 . The antecedent for Supply Chain lntegration: Vertical Integration 

The determination of a firm's boundaries poses important theoretical and 

practica( inquiries. Extant literature -from different perspectives- has addressed the 

problem. The basis for integration can be found in Lawrence and Lorsch (1967) and in 

Thompson ( 196 7). 

45 



The economics· v1ew studies the boundaries of thc finn beginning wilh thc 

question raised by Coasc ( 1937). of why we observe intense economic activity insidc a 

firm if markets are the most powerful and efficient mechanisms for resource allocation. 

Some possible explanations came from the transaction rnsts approach (TCE) that 

asserted that if transacting in a world of incomplete informal ion was costly thcn firms 

might be better off by coordinating production in-house. 

Thc limit of the firm was eonsidered a decision variab.e under evaluation by the 

company. Williamson ( 1973) follows on from Coase in treating vertical integration as 

being the rcsult of markel failure. Thc question is when a firm decides to integrale and 

whcn instead. rcly on the market? (Williamson. 1981) 

The boundaries problem describes how the information and coordinalion 

advantages associated with integration may provide scale and :~cope benefits (Chandler. 

1962). reduce transaction costs (Williamson. 1973: Coase. 193 7). align incentives 

(Grossman and Hart. 1986), exploit powerful relationships (Pfrffcr and Salancik. 1978). 

and allow an organization to reduce its dependence on buyers and supplíers (Pfeffer and 

Salancik. 1978; Leiblein and Miller, 2003) . 

• \/11i11 'fheoretica/ pmpedives aho11t lnte,~mtio11 

Íl!/i'pm/io11: -1 view úv111 Tra11.wdio11 Co.rt l:co11omJi:r (ICE). ,, :> 

The issue of vertical firm boundaries continues to attrac:t a great deal of íntercst 

from cconomics and management research (Mota and de CastrJ, 2004). The dominant 

perspective of TCE literature emphasizes transaction-specific assets and opportunism in 

arder to explain discrete 'make-or-buy' decisions (Williamson .. 1985). TCE poses that 

such make-buy decisions are also influenced by characteristics associated with the 

efficiency of thc chosen form of organization, where efficiency is assumed to be 

inversely rclated to the magnitude of the costs of organizing the economic systcm or. 

more specifically, the costs of adversarial transactions (Klein et al., 1978) and contracts 

and the associated costs with monitoring and enforcing such contractual relationships 

(Klcin and Murphy, 1997). 
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Williamson argued that the optima! form of organization is primarily a function 

of the characteristics underlying a given exchange. Under the assumption that economic 

actors makc decisions under bounded rationality (Simon. 1976) and are potentially 

opportunistic, TCE explains how unfavorable exchange conditirns can increase the cost 

of writing enforceable contracts and create ex post mal-adaptation and hold-up 

problems (Williamson. 1985). 

Moreover .. TCE asserts that in these unfavorable situations. a hierarchical 

organization will be beneficia! because it aligns the intercsts of exchange parties. 

provides for the reconciliation of differences via fiat. and pe~mits a more effcctivc. 

sequentially adaptive decision-making process (Williamson. 1973) This logic has becn 

used to argue that integration will be a more efficicnt form of organization than markct 

contracting in transactions that involve either highly spccific asscts or high lcvcls of 

uncertainty (Klein et al.. 1978: Williamson, 1973: Levy. 1985). 

} /Je lZeso11rce /3ased Vie1JJ q[the l ·irm OZB V) mhl l!1leeralto11. 

Synthetically RBV considcr the firm as a collection of re;;ources, therefore those 

firms with superior resources will earn extraordinary rents (Wernerfelt. 1984) and 

(Rumclt, 1991). 

The VI decision is based on two important condii:ions under the RBV 

perspective: The first is that firms are largely heterogeneous in ·:crms of thcir resources 

and capabilities (Wernerfelt, 1984), the second is that sorne of these resourccs and 

capabilities are limitcd in supply or costly to imitate (Barncy. 1991: Dierickx and Cool. 

1989). Therefore Rl3V argues that firms' governance choice5 are directed by their 

attempts to leverage and protect unique capabilities (Barney. 1999). 

While TCE focuses on the relationship between characteristics of isolated 

transactions and the likelihood of ex-post opportunistic behavio·, the RBV emphasizes 

how the opportunity to create competitive advantage by exploiting unique firm-level 

attributes affects the value of the incentives. administrative controls. and adaptation 

mechanisms offered by competing forms of organization. 

As an alternative between markets and hierarchies and beyond the 
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recommendations of the above rnenlioned theorcl ical pcrspcctivcs. Powell ( 1987) 

argues lhal externa! prcssures toward cnicicncy and llexibilil) are pushing more and 

more firms to experimcnt with hybrid arrangcmenls. These arrrngcments use resourccs 

and governance structures or both, from more than eme existing organization -Allianccs. 

rnergers. license agreements and networks among olhers- (Borys. 1989). Hybrids are 

relcvant for managers sincc they become an altcrnative for expanding thc capabilities of 

organizations. 

From an integrative perspective, the supply network combine the best or both 

arrangements -markets and hierarchies- (Powell. 1990). This hybrid structure, based in 

collaboration. allows an eflicient exchange or information and provides the means for a 

reliable llow of goods. 

! he . .-/r//li;~ir 1hoit't: 1 'n1iml /11t1;~mlio11 ( I '/) 

The economics perspective considercd vertical integration or ,·atirnl control as 

an attempt to earn monopoly charges by gaining control or inpul markcts or distribution 

channels (Klein, 2004). 

] )e(i11ilio11 atll'!Jws [or 1 /f 

Vertical integration is broadly defined as a high degree of interna! transfcrs of 

goods (D'Aveni and Ravenscraft 1994). In earlier rcsearch Adclman (1955) stated that 

vertical integration exisls whenever a company transmits from one of its departments lo 

another a good or service which could, without major adaptation. be sold in the markct. 

The vertical scope of an industry is schematically shown on Figure 2.3-1, and 

VI is the division of these stages between a company and its suppliers and customers 

(Porler, 1985). I f an industry consists of thc above four slages, then companies 

operating in this industry have the choice as to which stages te incorporate internally 

and which stages to purchase from outside suppliers (Nugent and Hamblin. 1996). 

48 



Distribution 

Final assembly 

~----C_o_m_p_o_n_e_nt--.--m_a_n_u_fa_c_w_re ____ J 

Raw material proces5ing J 
'--------

Figure 2.4-1 Vertical scope of an industry in Nugent and Hamblin (1996) 

Harrigan ( 1985. p.37) defines VI as " ... inrnfring a vari<.'1_1· ofch:ci.1io11s concerning 

whet/u:r corporations. /ro11gh 1heir h11siness units. should provide cc:rt:lin goods or sc:rvices in­

lw11se or ¡mrchas t' / hc:111 ji·o111 0111.1 idc:rs i ns I c:ad" 

More reccntly Cox and Blackslonc (2001) defincd VI as lhe dcgree to which a 

tirm chooses lo produce in multiple value-adding stages from raw material to the 

ultimate consumer. Jmportant to mention that such definition emphasizes the choices 

and trade-offs resulting from managing ali said activitics. Forward integration implies 

control over the activities of customers. whilc backward integration involves certain 

degree of control o ver suppl iers. 

·¡ lit' 1 'f strateoic detisio11 

Various theoretical rationale support vertical integntion, including the 

economies of pro-rating management and overhead cosls acro;;s a greater range of 

production/distribution processes and thc efficiencies of communkation among serially­

related activities (Stonebraker and Liao. 2004. p. l 03 7). 

Baumol ( 1997, p. 27) discusses that aside from the issue of economies of scope, 

the analysis of the grounds for vertical integration are formally identical with the theory 

of market failure, suggesting ·· .. . that analysis of the optima/ degree of vertical 

integra/ion in a particular firm or indust,y can profitably he studied with the aid of 

three hodies <~lliterature.· we(fare economics, transactions-cost theo,y and the theory of 

11111/ti-product.firms ancl industries ... Furthermore he argues that thcre is no such thing as 
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a completely integrated or a complctely un-integrated firn,. Thus the issue is not a 

choice between these two polar alternatives. Rather. it is a matter of selecting thc 

optimal degree of vertical integration. 

1 ·¡ tt.r r, 11111/tifard,·tl m 11(ch! 
. . ¡ 

ílased on the notion that: a) vertical control does not require full owncrship. b) 

ali output produccd does not need to be transferrcd intcrnally. e) the firm does not need 

to perfórm a varicty of integrated activities al any particular processing stage and d) and 

that finns may engagc in some stages of production ranging from materials to the 

ultimate consumer. Harrigan ( 1985. pp.400-402) considers that VI is a multi-dimension 

strategy compelling four dimensions: 

1. S1agL's o/i11tL'grutio11 rcfers lo Thc numbcr of steps in thc chain of processing which a tinn 

engagcs in-from ultrn-raw materia Is to the final consumer. 

2. BrL'wlth o(integra1io11 defincd as the number ofactivitics that lirrn~. perform in-house at any 

particular leve( ofthc vertical chain. 

3. Degree o( integra1io11 is conceptualized as the perccntagc of total production outputs 

exchanged with sister units. 

4. Form o( integratio11 means ownership of integrated units or quasi-integrated arrangements 

to control a business unit, such as shared ownership with othcr finm. 

STAGES 

DEGREE 

VERTICAL 
NTEGRATIO 

FORMS 

BREADTHI 

Figure 2.4-2: Dimensions ofvcrtical integration. Adaptcd from Harrigan (1985) 
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Moreover l larrigan ( 1985) suggests a contingency approach to VI where the 

variables to be consickred are: a) The phase or industry devclopmcnts. b) induslry 

volatilily. e) asymmctrics in bargaining positions of participants: and d) a tirm·s 

strategy 

~ -
lndustry 
vola · • 

¿~~ 
Positionol __ VI industry 
participants developments 

"' 1 / ~.~ 
, · ' 

Strategic 
objectiv 

Figure 2.4-3: A contingency approach to VI. Harrigan (1985) 

objectives. 

In a further elaboration 1-Iarrigan ( 1985) poses thal corpornte slrategy objectives 

and the industry phasc havc a strong influence over the numbcr of stages involved, 

whereas volatilily or competition (Bernhardt. 1977) and thc bargaining power 

(dominance). intluence the dcgree of interna( transfers. The fonn is affected by thc 

phase or the induslry and dominance and the breadth of integration within a business 

unit is influenced by the phasc of the industry and the nature of competition (DÁveni 

and llinitch, 1992). 

Supply Chain Integration 

The concept of integration is paramount for SCM, yet it is not clear in the 

literature whether inlegralion is an activity, (Mintzberg and Quinn. 1991 ). a process 

(Harmon and Mayer. 1986) or a rcsult of an organizational structure (Lawrence and 

Lorsch. 1967). 
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In thc earl iesl vcrs1ons of the supply cha in concept. fi '.ITIS sought to achieve 

vertical intcgration. That is. a lirm would eslablish control over the chain and obtain the 

desircd cflicicncy and rcsponsivcness by owning each clement ol thc cha in. 

On that line of thought. this study is based upon the notion that the foundations 

of supply cha in integral ion theory initially lies on a) the economi,; and financia! thcorics 

of vertical intcgration (Stonebrakcr and Liao. 2006) and is complemented with b) the 

cvolving notions or thc value chain approach (Porter. 1985) and the transvection 

conccpl of (Alderson, 1957). For that matter in the prcsent study. SCI is considcred as 

an application and extcnsion -particular case-of vertical integration theory. 

Thr• 1'roll'it(~ f>11!h /owardr S(J 

Early supply chain integration elTorts. usually involvinf. full ownership. were 

olicn called .. vertical intcgration··. Howcver. more recently. incrcasingly dynamic 

competitivc cnvironmcnts have required the greater llexibility of non-full owncrship 

based rclationships, such as partial and joint ownership. lcng-term supplicr and 

customer contracts. or shared process. product. or infcrmation technologies 

(Stonebrakcr and Afifi. 2004). Actors along the supply chain identified tradcofts. 

forward with customers and backward with suppliers in order to reduce supply chain 

duplication and eliminate non value-adding work. Therefore integration through a 

participative approach. allows the organization to focus on what is offered to the end 

customer in terms of cosl and service (Huang. Uppal et al.. 2002). 

Sincc efficiency and interna! excellence are not enough in today·s changing 

business environment (Defee and Stank, 2005), the need to collaborate with 

customcrs/suppliers across the chain seems to be the next critica! step. The major 

advantage of the supply chain concept is to make the firms -closely interacting in the 

process of creating value- aware of the existence of potential sources of inefficiency at 

ccrtain interfaces. and of the urgency of a strategic determination to eliminate them 

(Mentzer et al., 2001 ). this in turn will very likely lcad to the d,~sign of new logistical 

combinations, whose philosophy would be based on a "theory of optimization" 

(Fulconis and Pache. 2005). 
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.1·c J !iw11 hi.rloii(a! I tJmeres.rire tJentJl'ctires 
- . ~ ) ~ ¡ 

In thc carly ycars. integration meant integratcd decision making across the 

l'unctional areas or the firm. Stevens ( 1989) first suggcstcd an cvolutionary path in the 

direction of supply chain integration. by identifying four scquential stages. ranging from 

adversarial-transactions -market based- to relational exchanges - partnerships-. In the 

bascline. stagc onc thc functional areas operate as scparate and independent cntities, 

comprising thc status quo. On the second stage or functional integration the emphasis is 

on the imvard flow of goods. Here procurement and material inventaries combine into 

rnatcrials managemenl. Production is then manufacturing rnanagement and sales and 

distribution merge into vvhat is called as the distribution function. Ali activities focus on 

cost reduction rather than performance improvcrnenl. and arca5 are scparated through 

buffer inventories. In the interna! integration, stagc three thc invcntory bulTers are 

removed and distribution visibility through purchasing begirs. There is an initial 

systcmic approach in the SC that reacts to final demand. instcad or managing customer 

relations. Extensive use of IT allows communication betwcen el ents and manufacturcr. 

Finally interna! integration is extended to suppliers and customers, thus creating inter­

firm relations (networks) based on long-term partnerships. The fourth. externa! 

integration. stage exists where full SCI actually occurs. 

Based on a TCE approach, Hobbs ( 1996) proposed an alternative to Stevens· 

path for integration, where vertical coordination can be viewed ::1s a continuum. At one 

extreme lie spot markets whcre goods are exchanged between multiple buyers and 

sellcrs in the current time period, with price as the sole dcterminant of the final 

transaction and at the other end, lies full vertical integration, where products move 

between various stages of the production-processing-distribution chain as a result of 

within-firm managerial orders rather than at the direction of priccs. 

LaLonde and Masters ( 1994) described the historical evolution of the logistics 

profession and of supply cha in into three phases; functional management ( l 960-70s); 

Interna! integration ( 1980s); And externa( integration ( 1990s). Mourits and Evers ( 1995) 

describe four stages of development such as: Arrangcment, deployment, flow and 

operation. Supporting such arguments, Ellram ( 1991) poses that SCM. is a way of 
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combining many of thc advantages of vertical integration and obligation contracts. 

whilc overcoming some ortheir disadvantages. 

Poiricr ( 1999) proposcd a progress1ve framework consisting of five leve Is of 

supply chain optimization and included both, activities and processes and organizational 

integration. Thc initial -Levcl O- Pre-Supply Chain is characterized by continuous 

improvement and focuses upon the findings of the organizaticn·s prcvious efforts of 

improvement. Nexl. the tirst two levels of progress. ··.rnurclng and /ogistics .. and 

.. interna/ excellence ... focus on interna! integration. whereas the iast two levels ··network 

construction·· and ·'industry leadership'· reflect thc collaborative efforts among 

participating membcrs . 

. \°Jraf eoi( i11/eoralio11 o[ ad il•ilie.r( ú111tlio11J 

Bowersox et al.. ( 1985) described the integrated materials logistics management 

conccpl. focusing 011 the coordination and cost trade-off<; betwcen the diverse functional 

areas originating the integrated logistics concept suggested by Lambert and Stock 

( 1987). Moreover. Bowersox et al. (2000) argue that SCI is a competency that links the 

enterprise with its customers and suppliers and involvcs bo·:h interna! and externa! 

intcgration. The authors classify SCI into six types: Custorner integration, interna! 

integration, material and services supplier integration. rneasurement integration and 

relationship integration. Whereas Lambert et al. ( 1998) pose that interna! integration 

rcfers to the coordination. collaboration and integration of logistics with other 

functional areas. whi le externa! integration refers to the integration of a firm · s logistics 

activities with thosc of their customers and suppliers. 

In a furthcr theoretical argument. in the farthest end of the continuurn. 

collaboration in thc supply chain is defined, as two or more cornpanies working togcther 

to create a compctitive advantage and higher profits than can be achieved by acting 

alone. The concept of collaboration is based on the idea that customer's demand can be 

effectivcly fulfilled at less cost, the stated goal for SCM (Houl ihan, 1985). 

Beyond these theoretical considerations, two fundamental questions arise in the 

manager's minds rcgarding integration. The first one relates l·::l the sense of integration: 

In which direction must the firm integrate? Would it be with customers or with 
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supplicrs: and the sccond onc. or degrcc. to what extcnt must shared activitics be 

devclopcd'? (Frohlich and Westbrook, 2001) In part. the answer to these basic qucstions 

sets thc ground for thc prescriptivc model to be dcvclopcd in the prcsent study. 

SCJ as a m11/1i-/ú,ded m11(e/J/ 
. ' 

Lec (2000) considers the multi-dimensionality of SCI and outlincs its thrce key 

dimcnsions: lnformation integration. coordination. and organizational relationships 

linkages. lnformation integration refers to the sharing of information and knowledge 

among mcmbers of the supply chain. Coordination refers to the redeployment of 

decision rights. work. and resources to the best positioncd ~;upply chain member. 

Organizational linkages include the channels employed for communication. supply 

cha in performance mclrics and implementation of mcasurement systems and objectives 

and incentives alignment. 

Simatupang and Sridharan (2005) define fivc interacting dimensions that 

constitute collaboration. the ultimate end in SCI 

1. A collaborative performance systcm (CPS). 

2. Decision synchronization. 

3. Incentive alignment. 

4. lntegraled supply chain process. and 

5. lnformalion sharing 

The strategic integration of business units (SBU) invohes thc coordination of 

separate elements of each SBU, so that efficiency or markct prominence can be 

achicved. In today 's changing environment, many firms strive to respond with different 

countcr-acting initiatives, being integration one of thcm, yet they fail to accomplish the 

desired levels of competitive advantage. Fuchs et al., (2000) argue that for such 

initiatives to become successful they need to integratc into a cohesive strategy. That is 

thc organization's direction, product market focus. and execution capabilities must fit 

together. 
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The bottom linc is that vertically integrated firms are initially interested in 

attenuating the bullwhip effcct (Lee. Padmanabhan et al., 1997a) reducing both 

ineflicicncics and production. distribution and inventory variability and higher costs and 

conscquently improving customer service. 

AII of the above-mcntioned objectives are driven by i:hc need of improved 

sustainablc competitive positions and even more. for mere survival. Each organization 

nceds to capitalize on supply chain capabilities and resources to bring products and 

services to the market faster. at the lowest possible cost with the appropriate product or 

scrvice fea tu res. and with the best overall value { Hamcl & Prahalad J 989 

#630}(Gunasekaran. Patel et al.. 2001 ). for that matter, supply chain integration seems 

to be the key. 

. ' / Ji/t'it'r/ÍJ(~ J( J jÍ'rllllt'Jl!Ol'k.r ÍII //lt' /í!i'rt.1//f/"f 

As diverse framcworks attempl to organize and explain the multi-dimensionality 

or SC l. the cvolution or SCJ process can be generally characterizcd in the following fivc 

ways: 

1. Business Focus: from process control to customer satisfaction; 

2. Competitive priority: from cost, to cost/quality. to cost/quality/ flexibility, and finally to 

cost/qual ity/flex i bi I ity/time 

3. Methods of improvement: from large-scale. large-lot. process-focused. and analytic and 

engineering cmphases to small-scale, optimized lot síze, systc:matíc. incremental, and 

continuous emphases: 

4. Supply chain rclatíons: from short-term adversaria) to longer-terrn relational efforts. 

with rccent increases in the extent and type of sharing; and 

5. Human involvement: from untrusting attitudes, centralizec decisíon making, and 

narrow. rnechanístic and unit-based tasks in tall structures by untrained employees to 

systemic trust. distributed decision-making and broader, more participative. organic 

tasks in flatter structures by continuously trained employees. ( Stonebraker and A fifi, 

2004) 

In their study of partnerships Lambert et al. ( 1996) propase s1x types of 

rclationships ranging from adversaria! (arms-length) transactions to joint-ventures and 

vertical integration between two firms. Whereas in the middle lie three types of 
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partnerships: limited. long-term coordination and significant level of operational 

integral ion. 

. · 1 rtimlati110 J(,J rlim('Jlsio11s 

As evidenced abovc. previous research on collaborative approaches towards SCI 

is deemed to be unilateral and emphasizes individual features of Supply Chain 

lntcgration contributing to a poor understanding of the complcx conccpt of 

collaboration. Simatupang and Sridharan (2005, pp.258-260) pose that a reciproca( 

approach is more appropriate for detining supply chain collaboration because it 

explicitly revea Is the interaction of various features that determine the concept. in the 

process of improving overall performance in the SC. The reciproca! approach intcnds to 

assurc that the key fcaturcs match or complemcnt each other and become thc base for a 

dialog bctwecn the SC agcnts in order to designa mutually bem:ficial SCI agreemcnt 

CoUaborative 
Performance 

System 

lntegnted 
Sapply Claala 

Processet 

Figure 2.5-1: Reciprocal approach to understand the interacting dimensions of SC collaboration 
ad apted from (Simatupang and Sridharan, 2005) 

. ' l co11ti1(~émJ' appromh towarrlr SC1 

Bagchi and Skjoett-Larsen (2002a) propose a contingency approach to SCI. 

arguing that factors such as dominance versus balanccd power in the supply chain, thc 

degree of competition in the industry, the maturity of the industry. and the naturc of the 

products may determine the dcsired level of integration in a ;;upply chain. Analyzing 

tirms in the European manufacturing sector, and based on two dimcnsions: lnformation 
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and organizational intcgration. the authors developed a framcwork for studying the 

scope and intensity in SCI. 

INDUSTRY 

Contingency _l\pproach 

FOCAL COMPANY'S BARGAINING POWER 

Mature 
Stable, Low 
competition 

Responsive 

PRODUCT TYPE Fisher 97 

'3US1NESS 
E~NIRONMENT 

Figure 2.5-2: A contingency approach to Supply Chain lntegration adaptcd from Bagchi and Skjoctl­
Larscn (2002b) 

Their frarnework measures three intensity levels: High. Medi11111 and Low across 

such dimensions which are attributable to observed characteristics. Notwithstanding the 

su~jective and somewhat arbitrary notion of their scales. the authors could classify the 

firm·s rclative standing with respect to SCI, sketching a possible migration path for its 

fülfillrnent. 

Stonebraker and Liao (2004) found evidence of a positive influence of variables 

such as environmental turbulence (Quinn, 1997; Miles and Snow, 1986) and strategic 

orientatíon over SCI, rnoderated by the core production technology. On one hand, 

environrnental turbulence refers to changes on both, industry structure and cornpetition 

(Caves and Porter, 1977) and on the other a firm·s stratcgic oricntation looks for 

possible explanations as to how an organization uses stratcgy to adapt and change 

aspects of its environment for a more favorable alignment (Manu and Sriram. 1996). 

Fisher ( 1997) found that supply-chain performance problems derive frorn the 

misrnatch between characteristics of products and their supply chains. He further 

characterized supply chains from the dernand perspective. wherc the products are either 
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functional or innovative. where the first require more efficient processes (supply side 

capabilities) ancl thc later. rcsponsive processcs (demand-sidc capabilities). Moreover 

Treacy and Wicrsema ( 1993) support such pcrspcctivc by arguing thal ··customer 

intimacy"· -tightly relaled \Vith innovative products- requires closeness with customers 

in order to satisfy ever-changing needs and is favored b)· a more collaborative 

cnvironment (Morash. 2001 ). Moreover Gimenez (2006) suggests that Spanish food 

manufacturers seem to initiate integration by coordinating logistics and production. 

S11p pi)' Cha in lnt1:~1,1lio11 al/(/ pe1jimJJ1111(1·: ,, .rlmt,:~1,· ,tppmad,. 

Even though there is a relative wide acceptance oí thc stratcgic importance of 

SCI (Christopher. 1998; Christopher and Ryals. 1999: Ellram and Coopcr. 1990: Zailani 

and Rajagopal. 2005) there are lew studies that actually deal spccitically ,vith thc 

empirical analysis about the intluence of such intcgration -both interna! ami extcrnal­

ovcr performance. Stank et al. (2001) and Giméncz and Ventura (2003) concludc that 

interna! collaboralion improves performance and as such is a sourcc of competitive 

advantage. yet only in the later. externa! integration. in the case ,Jf the Spanish grocery 

sector proved to be a positive influence over performance. A possible account for such a 

difference líes in the sample of industries under study. Stank et al. (2001) considered 

very heterogeneous industries in the same model, and this could be the reason why thcy 

failed to demonstrate that externa! integration leads to a better relative performance. 

Allowing for industry specificity might prove different con;:lusions. for example. 

Stank et al. ( 1999) conducted a similar study in the food industry. and they found that 

inter-firm supply chain coordination (externa! integration) led to a better absolute and 

relative performance. Giménez and Ventura (2003) considered that collaborative 

practices in the auto industry are essential for survival but rot cnough to attain 

competitive advantage. 

As evidenced above, the literature review does support a contingency approach 

towards implementation of SCI (Stonebraker and Liao, 2004; 2006: Bagchi and Skjoett­

Larsen, 2002b; Harrigan. 1986). This perspective would be in place in the design of the 

prescriptive modeL purpose of the present study. 

59 



· lli/!11111,·11! he/Jwm ,m,Porll/1' s/1¡1/r1ie.1, .mp¡,lr dJílill s/ralt'pi,•s tJ/1(/ t't~/Jahililie.1: 

lr'llt'n' !he /Jroh/r111s 111ar c11i.re~ r • 

Even though thcre 1s widc acceptance or SCM anDng practitioners and 

academics. and vas! literature supporting the relationship betwcen. SCM efforts and 

performance, many problems arisc from integration and collaboration. 

In a study of fifty supply chains. Narayanan and Raman (2004) found low 

performance becausc companies often didn't act in ways that maximized thc network's 

protits. Managcrial problems, among them. misalignment of cornpanies' incentives and 

ditliculties in coordinaling actions across firms. causcd excess invcntory. stock-outs, 

incorrecl forecasts. inadequatc sales efforts. and cven poor custorncr servicc. 

Fawcctt and Magnan (2002) found that the grcat enthusiasm. in theory. for SCM 

is not wcll retlectcd in practice. Other studies that support simi ,ar claims can be found 

in (Ncuman and Samuels. I 996: Mouritscn. Skjot-Larsen et al.. 2003) 

For that matter an importan! step to a more effective implementation of 

SCM is the understanding of the notion of alignment. ··111 order to create value for the 

consumers. and furthermore capture value for the firm, supply chain·s relationships and 

processes must be continuously integrated and aligned with strategy"· (Morash and 

Clinton, 1998) The alignment of the firm ·s strategic priorities ard market positions with 

supply chain capabilities would allow them to unlock the many bcncfits derivcd from 

supply chain managemcnt (Cousins. 2005). But this process is not without problcms. 

because even though thc principie of aligning practiccs wilh strategy appears 

straightforward. the success rate of actually implementing this principie is a mixed bag 

at best (Tamas, 2000). 

SCJ {} llllijirtl t1f>f>roach, c~/'0!1/1(/.for !he fl"f.lf/1! IJJOrK 

Even though perspcctives and dcfinitions of intcgration vary across disciplines 

(Glouberman and Mintzberg, 2001; Lee and Billington, 1993; Chandra and Kumar, 

2001) a broadly uni tied approach can be initially idcntiticd in the work of Lawrence and 

Lorsch ( 1967). Accordingly the authors define integration as the process, and 
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neccssarily the outcomc of achieving unity of efforl among thc various subsystems in 

thc acco111plish111enl or the organization·s task. Such notion must be enhanced in order 

to account fór integration. not only within. but across the boundaries of the firm in what 

is known as supply chain. 

/\s cvidcnccd above. thc literalurc supports that intcgration, rn general is 

progrcssivc and it docs rcfcr to thc coordination of a sel of aclivities and the 

managcmcnt of thcir intcr-dcpcndencies. and furthcrmore, it supports the claim that 

intcgration is indccd a multi facctcd concept. 

With an cvolutionary pcrspective in mind and for the purposc of the present 

stud y. S11pply Cho in lntegrat ion wi II be de fi ned as 1 he compre hensÍl'e col/ahora/ ion 

m11ong SC netirnrk 111e111hers in .,trategic. tactical ami operational ,<..,'CM. In that scnse 

thc dcgrcc oí advanccmcnl from adversaria! relationships to füll collaboration across 

channcl membcrs in thc SC. along multiplc dimensions. will account for the intensity o/ 

supp/¡· clwin integro1io11. 

For that mattcr. in thc prcsent rescarch and following Lee (2000), Bagchi et al., 

(2002a) and Simatupang and Sridharan (2005), SCI will be characterized by three 

articulated dimcnsions: 

a. Organizational lntegration 

b. 1 n formation integration 

c. Coordination Structure and Rcsource Sharing lntegration 

Thc study of thc articulation of such dimcnsions would be based on a reciproca! 

approach. (Simatupang and Sridharan, 2005, pp.258-260), whcre it is deemed necessary 

to consider the interaction of the three proposed SCI dimensions to ensure the proper 

alignmcnt rcquircd to achieve improved levels of performance across the SC and would 

providc the analytical ground for measuring SCI intensity in the prescriptive model 

rcsulting from this rcsearch. 
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.) The Multi-dimcnsional transition from VI to SCI 

As shown beforc. carlicr literalure supports lhe nolion lha1 inlegralion in general. 

docs reler lo lhe coordinalion ora sel of activilies and lhc management of their inter­

dcpcndencies ancl furthcrmorc it backs the claim that intcgration is indeed a 

rnultilaccled conccpt consisting or various articulatcd dimcnsi,Jns and features as il 

,, ould be explaincd bcllow (l larrigan 1985: Stonebraker et al.. 2004; Bagchi et al. . 

2002b: Simatupang and Sridharan 2005). 

:\.1. Organizational Integration in the prescnt study 

In their seminal ,,ork Lawrcnce and Lorsch ( 1967) delincd the organization as a 

systcm of interrelatcd bchaviors or people who are performing a u sk that has been 

dilTcrcntiated into sevcral distinct subsysterns. Each subsystcm pcrforms a portion of 

thc task and the efforls or cach are integrated to achicve effcctivc performance of the 

systcm. From that perspcctive. therc is extant literature around this dimension. 

Barki and Pinsonneault (2005) coined a particular concept labeled as 

organizational intcgration (01) and defined it as the extent to which distincl and 

interdependenl organizalional components constitute a unified whole. where the tcrm 

component re fcrs to organizational units. departments, or partners and includcs the 

business processes. people, and technology involved. 

Porter ( 1985) proposed thc notion of the value cha in. both as the surroundings of 

the tirm and as an analylical tool for desegregating businesses intJ strategically relevant 

activilies, allowing the idenlification of the source of CA by pcrforming such activities 

more cheaply or better than the competition (Brown, 1997). 

Organizational relationships tie tirms to each other and ev,::ntually may link their 

succcss to the cha in as a whole (Schary and Skjott-Larsen, 1995 ). Chandra and Kumar 

(2001) consider that integration across the supply cha in is achieved through 
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synchronization or activities at the member entity and aggregating its impact through 

proccss. function. business. and on to entcrprise levels. cither al. the member entity or 

thc group cntity. 

Lec (2000) proposes that the organizational linkages. a third stagc in SC 

intcgration -according to his framework- includes communication channels. 

performance mcasuremcnt and objectives and incentives alignment 

Bagchi and Skjoett-Larscn (2002b, p.92) argue that 01 encourages unity among 

partners and instills a sense of belonging to the SC. Wi1h 01 if he,:·omes eusier 10 ge11era1e 

trnsf. 1rhich in 111rn promofes col/uhorafio11 and decision delegario11. reduces irrafionu/ 

helw1·ior and "sec1111d g11essi11g ". 1h11s paving fhe l1·a.1· fo avoid fhe hulhrhip e/f'ecf. 

( )1:~1111i:;atio11til l 11/~~1,:1lio11: IF/orki,~~ dr/111ilio11sfor ¡/,,, prr.11'11/ .rtlfd)' 

Thc concept of organizational integration is bascd on the identily of thc channel 

mcmbers with the supply chain. Thus 01 paves the way for individual members of the 

chain to behave more like one unified entity. sharing ideas. skills, and culture alike 

(Bagchi and Skjoett-Larsen, 2002a). lf SCM is going to positively affect overall 

performance. then ali the company goals -supply chain alignmem- must be systemically 

dirccted towards maximizing the long-term performance of each partner in the supply 

chain. 

For the present study, organizational integration would revolve around three 

main stages: 

1. The attitudinal perspective towards SCM (Khan and Mentzer, 1996; Bowersox et al.. 2003; 

Mentzer et al .. 200 1 ). 

2. A Collaborative Performance System (CPS) (Simatupang and Sridharan, 2005) 

3. Organization Characteristics (Lee, 2000; Bagchi et al.. 2002a) 
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~ 
Attitudinal 

Perspe · 

ORGANIZA TIONAL 
INTEGRATION 

/~~ 
Collaborative 

Organization 
Characte1ristics 

Figure 3.1-1: Dimcnsions of Organizational lntcgration 

Thc proccss of defining 01 in this sludy is based on previous work by Bagchi el 

al. (2002a) wherc they arguc that the organizational inlegration achievcd. would fall 

undcr thrce levels: High. Medium and Low as observed in Table 3.1-1 bellow and can 

be classi lied according to some broad-base obscrved charactcrist ,cs. 

ORGANIZATIONAL I NTEGRATION 
STAGES OF ATTITUDINAL PERSPECTIVE, COLLABORATIVE PERFORMANCE SYSTEMS AND 

ORGANIZATION CHARACTERISTICS 

lntegration through 

eommitment of channel 
members with SeM 

Attitude of top level 
management with SeM 

Responsibility: Design 
and application of se 
performance 
measurement systems 

The application of 
Supply ehain Metrics 

LOW lntegration MEDIUM lntegration 
The attitudinal perspective towards SCM 

Non existing Declared (SeO) by 
channel members. 

SeM is not a critica! 
managerial issue 

Top management 
asserts a substantial 

degree of seo 

Collaborative Performance System (CPS) 
lsolated measurement Unsystematic design 
systems at the firm's and application of global 
level operational and financia! 

indicators. 

Measurement of 
delivery service and 

Not associated with 
strategic alignment 
The measurement of 
order lead time, logistic:s 

HIGH lntegration 

Total commitment to 
SeM. 

Sharing mutual goals 
and values. 

Top Management leads 
seM process. eross­

Enterprise 
eollaboration. 

Balanced performance 
measurement systems 
as a result of 
collaborative efforts 
across se. 

AII processes are 
measured for 
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Status of Logistics/SCM 
in the Organization 

Degree of lntegration 

lmportance of Logistics 

Communication Across 
Agents in the Supply 
Chain 
Governance Structure 

The existence of Formal 
Lateral Organizations 

inventory levels in sorne 
parts of the supply chain 

costs and service levels. 
Joint Measurement in 
sorne interfaces. 
Operational lndicators 

Organization Characteristics 
Logistics sub-function. Unified logistics function 
Not part of senior under one organizational 
Management entity 
Fragmented logistics Interna! lntegration 
activities across functions 

Logistics not considered Logistics considered a 
a core competence critica! activity 

Few contact points Regular contact at 
between companies in top/senior levels-rare 
the supply chain operational level contact 
Arm's length Partnership only at 
relationship-market- selected areas and leve Is 
based Rare operational level 

contact 
No cross-functional Cross-functional teams in 
teams sorne areas. Key account 

managers 

Table 3.1-1: Stages of Organizational lntegration 

"/Jw!int st,w: Fhe allit11di11al pmpnlirl' towardr SCJ 

performance and 
shared across the se 
KPl's. 
Global Scorecards. 
Focus on end-customer 
value. Aim at incentive 
alignment 

Logistics/SCM 
member of corporate 
management group 
lntegrated across 
supply chain/process 
oriented 
Logistics/SCM 
considered a core 
competen ce 
Multiple contact points 
at all management 
levels 
Multiple contact points 
at all management 
levels 

T eams across the 
supply chain-regular 
interaction 

The lirst stage of organizational integration refors to two comprising elements: 

On one hand to the level of commitment of channcl members to the collaborative 

aspects of supply chain management. and on the olher. to the role of senior level 

executives in leading the process of SCI. 

Fheoll'lical.fo1111datio11sjor the attit11di11al pmpedire 

Even though much has been written on the nced to focus on supply chains and 

create more cooperative and integrative relationships with key organizations in the 

supply chain (Fawcett and Magnan, 2001; Cooper et al., 1997 . Scott and Westbrook, 

1991; Bechtel and Jayaram, 1997) relatively less has bcen studied regarding supply 

chain commitment (Fawcett. Magnan et al., 2006) 
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(á111mil111t'III 

The lirst clcmcnt. commitment in SC refers to the mcmber's willingness to 

compromisc in thc short term in order to maintain a stable partncrship relation in the 

long tcrm. Fawcell et al. (2006) laid out four distinct types of commitment necessary 

for SCM implementation: top management commitment, broad-based functional 

support. channel support. and a commitment to infrastructural development and 

governancc. 

Attaining CA through integration requires a strong managerial commitmcnt to 

SCM (Kuglin, 1998) where high-echelon management, ali the way to the CEO, must 

endorse SCM initiativcs and provide the necessary resources (Marien, 2000; Stalk et al.. 

1992). 

(Wu. Chaig et al.. 2004) Wu et al. (2004) propos;! that comrnitment is 

intlucnced by both marketing and behavioral determinants. Among the first. asset 

specificity. product salability and dependence can be found. Whereas the behavioral 

components include such important dimensions as continuity (Heide, 1990), 

communication (Anderson and Narus, 1990), power (Cox, 2CO 1) and trust (So and 

Sculli. 2002). 

Even though. the analysis of bchavioral and market determinants of SCI are out 

of the scope of this study. commitment itself is a rundamental building block for 

organizational integration and as such it would be incorporated in its observable 

approach as part of SC I intensity. 

C'he1racle1i:::_alio11 

For the present study and in that line of thought, a low level of organizational 

integration is characterized by the total absence of a supply cha in perspective therefore 

any commitment on collaborative initiatives is in practice. nori-existent. On the other 

end or the rangc. channcl members share common goals and a unified vision of 

business. 
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· 1 llil11rlt' o/Top La,,f. \ 11111,{~fllll'III 

Thc sccond part analyzcd in this stage deals with the relevancc of thc 

nrnnagement"s role towards SCM. This elemcnt has been otherwise studied in the 

litcrature (Van-Hock. Chatham et al.. 2002). Monczka et al.. ( 1993) arguc that the role 

of top management in understanding the complexitics and willingness to support 

changes in the existing supply chain is a critica! requirement. 

With rcspcct to thc leadership role or senior management. it is importan\ to 

consider that integration -as thc implementation of any othcr SC initiative- follows a 

top-down approach and must be supported by top level executives. 

Rcgarding risks. benefits and rewards of any col laborative initiative. it is 

importan! lo say thal partncrs nccd not sharc ali business perspectivcs. rather thcy do 

bccome quite selcctive on deciding: Where and with whom are they going to partner?: 

What activities must be shared across the value chain?; and what are the elements of 

col laboration? ( Barratt. 2004) 

Characte1"i:;:_atio11 

For this study low leve Is of managerial attitude imply that SCM is not a critica! 

issuc for management. whereas the intermediate level requires the explicit recognition 

of the importancc of SCM, in essence as a management philosophy. Mentzer et al. 

(2001) define Supply Cha in orientation (SCO) as the recognition by an organization of 

the systemic. strategic implications of the tactical activitics involved in managing the 

various flows in a supply chain. lndeed SCO is a pre-requisite for SCM. Yet on the 

high-end integration leveL senior management internalizes SCM across the channel 

members and con tributes to true cross-enterprise collaboration ( Bowersox, Closs et al., 

2003). 

T/1e .rem11d Slc(~t·: '/'he mllahomtire ,t>etfom1a11ce D'SÍt'l.'l 

The second stage of organizational integration deals with the adoption of a 

Collaborative Performance System (CPS). Lee (2000) argues that organizational 

relationships integration starts with the right set of performance measures used across 

the supply chain and old sayings such as "You gel whal you meusure·· or "'People perfónn 
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1/Je 1rny 1hey are 111ea.rnreJ· cmphasize the importance or a propcr performance 

management system and illustratc how outcomes are derivcd from mcasurement. 

/)e.1/g11 t1/l(l applimtio11 0/1/w (YJ 

A CPS is defined as the process of devising and implcmenting integrated 

performance metrics implied in a measurement system (PMS) that could guide the chain 

mcmbers towards thc improvcment of overall performance. The CPS needs to answcr 

two basic questions: Thc first bcing who should be involved in determining the mutual 

objective? i\nd the sccond, what performance rnetrics should be specified with respect 

to the mutual objectivc? 

Characte1-i:;a1io11 

In that line or thought. regarding the process of devising the PMS, an obscrvcd 

low level of integration implies the absence of a systematic per'ormance appraisal or thc 

SC. Whereas high integration. implies the existence of a balanced performance 

measurement across the whole SC (Brewer and Speh, 2000) d,~aling with all proccsses. 

emphasizing on incentive alignment and focusing on end-customer value. 

Regarding the application of the PMS. the lowest end of the continuum 1s 

characterized by the measurement of isolated performance indicators at the firm lcvel 

related to delivery scrvice and inventories, whereas high integration means the balanced 

measurement of ali shared processes and the identification and measurernent of kcy 

performance indicators across the SC. 

'/"he third stagc: Orga11i;ptio11 Chamd1!ristics 

Following Bagchi et al., (2002a) this third stage d1~als with the necessary 

organizational characteristics and the observed maturity of the organization, as required 

for the best implemenlation of the integrated logistics function in the SC. It can be 

assessed through five observable elements namely: 

a) Status of Logistics and SCM in the organization 

b) Degree of lntegration 

e) lmportance of Logistics 

d) Communication Across Agents in the Supply Chain 

68 



e) Governancc Structure and: 

f) The existencc of Formal l.aleral Organi:alions. 

Co111p1úil(g thc· o,:~a11i:;_atio11 1haradr1iiticr ph(/_ -1' 

ltcms a) status of thc logistics function within the organization and e) the 

importance of logistics, deal with the fonnality of the organization structure regarding 

an SCM approach. Furthermore, the degree of integration (itern b) express the unity of 

processcs and activities across the SC. ltern d) the cornrnunication channels. l'óstcr 

organizational coordination by means of extensive avenues for information exchangc 

and coordination at ali levels of hierarchy. The governancc structure (item e) deals with 

the realignment of activities in a SC. Based on TCE (Williarnson. 1985). it is 

recommended that in situations with transaction-specific investments. the activities 

should be performed within the hierarchy of the VI firrn. whereas situations with low 

asset specificity should be performed in the market. Leaving a middlc road for hybrid 

organizations (Powell, 1987) in the case of mcdium asset sp,~cificity situations. Last 

ítem f). implies that task uncertainty can be reduced by the cxistence of formal lateral 

linkages, where the direct contact between managers at different levels and from 

different functions or organizations can establish project tellms and liaisons in the 

company (Bagchi et al., 2002a: Galbraith, 1983 ). 

( .haracteri:;:.alio11 

As above and as a means of diagnostic, the organization:; charactcristics contras! 

against an ideal continuum where, on one hand, the low end im;Jlies that logistics is not 

part of senior management its activities are fragmented and it is not considered a core 

competence. There are few contact points between companics in the supply chain, 

relationships between firms and even between departments are adversaria!, and cross­

functional teams are nonexistent. And on the other hand. high integration implies that 

logistics is internalized and becomes part of the corporate rnanagement group, activitics 

are integrated across the SC and the logistics function is considcred a core competence. 

For that matter, the SC provides multiple contact points at ali management levels and 

SC teams interact frequently. 
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3.2. lnformation integration in thc prescnt study 

The importance of information sharing across thc SC is highlighted by Lee 

(2000. p.32) where he stresscs that: ··Becu11.1e o/ the 11L't1rnrk ,·0111plexitr. co1111111111icatim1 

he11ree11 enlities ond occurate and time/y trunsfer of i11fim11utio11 cun he extreme/y dif/icult. /11 

particular. the 11111/tip/e layers in a .rnpp/y chain can distort demund 111/im1101io11. This distortion 

can leud to excessive inventory. id/e capacity. high mam1/úcturi11g und tra11sportutio11 costs -­

ami increusing/y dis.wtisfied c11s/0111ers. Achieving .rnpply chuin e//iciel7(T l"t'Cjllires accurate 

une/ time/y i11formalio11. And the more comp/icated the chai11, the greuter the rec¡11ire111e111:· 

J>n:1pt'dÍl'l'J 0/1 lnfor111alio11 i11tec~ralio11 

In earlier conceptions, and within the boundaries of the lirm. Wyse and l liggins 

( 1993) define Information systems (IS) integration. as the intcgratcd tcchnology that 

allows sharing of information and applications. being its main purpose to provide 

consistent information support throughout the organization. rcsponding to dynamic 

challenges in the markets. Mudie and Schafer ( 1985) analyzcd IS intcgration in process 

tcrms. as they believc IS integration should not only facilitate thc consistcnt use or data 

and applications but also provide the flexibility to mcct future business demands in 

information and appl ications. 

Madnick ( 1995) conceptualized IS as a multidimensional phenomcnon 

consisting of two interrelated dimensions. that is. data integraton and communication 

network integration. Communication networks integration is further decomposed into 

communication networks connectivity, and communication networks llexibility. 

(Madnick 1995; (Wyse and Higgins, 1993). Thus. IS integration is measured through 

data integration, communication networks connectivity and communication networks 

flexibility (Bhatt and Troutt. 2005). 

li;'ork il(~ d~fi11ilio11.rfor !1!formatio11 I 111,:~ratio11 all(/ i.'.r 1Jltlllt!~l'1ial implimtio11.r 

Simatupang and Sridharan (2005) consider information sharing as the access to 

prívate data in ali partners' systems enabling the monitoring of the progress of products 

as they pass through each process in the supply cha in. The activ ities included are: data 

acquisition, processing. representation, storage. and dissemination of demand 

conditions, end-to-end inventory status and locations, order status. cost-related data, and 

performance status. 

70 



For that maller in this study. and follmving Lec (20CO. p.32) thc concept ol' 

lnformation lntcgration refcrs lo the . .. ··.,haring o/hasic i11/imna1ion 011CI knmr/edge anumg 

memhers o/ the .rn/JJJ/i- clw/11. lThe parl ic i pants in lhc SCJ ... slwre de111a11J infimnation wul 

forecasts, i11ren/01y i11/im11ution, ca¡wcity, prod11ctio11 anJ pro1110:io11 p/a11s, ami shipme/11 

schedu/es anJ a/so coordinate.fiwecasting anJ rep/enishmi:111. ·· 

lnfonnation integration allows managcmcnt to examine lhc operations of the 

organization in lolality and not in a fragmentcd. fimclionally isolatcd manncr and by 

making inventory and production visible through the SC. contribute for a bettcr climale 

for collaborative plann ing and forccast ing ( Bagchi and Skjoet;:-Larsen. 2002a. p. 91 ). 

lnterestingly enough. total visibility is cited as one of lhe bcst practices of outstanding 

SC. lt demands complete information sharing and etlicienl and open communication 

across SC channels. 

EITorts in this area. belween manufacturcrs and reta lers. in the form of 

infórmation sharing. synchronized replenishment, and collaborative product design and 

development have been cited as SCM major means to improve supply chain 

performance (Stank et al., 1999; Lambert and Coopcr, 2000; Lau and Lee, 2000; 

Walkcr. 1994; Sahin and PowelL 2002). The fruits of inforrnation integration such as 

reduced cycle time. incrcased visibility of transactions, better tracking and tracing, 

reduccd transaction costs and enhanced customer service offer greater CA for ali 

participants in the SC (Bagchi and Skjoett-Larsen. 2002a). 

For that mattcr. and in this line of thought. Kulp et al. (2004) propose two 

levels of inforrnation integration, being a) demand-driven information sharing, 

considered, among other things, as a step forward to the solution of the bullwhip effect 

and a positive intlucnce on performance trough waste and cost reduction (Stank et al., 

1996) (Stank, Daugherty et al., l 996)and b) exchange of knowlcdge as the basis for 

CPFR programs in the industry (Lee, 2000). The above-m~ntioned levels are 

complemented with a third one, Collaborative Planníng, which refers to the 

coordination of the design. developmenL and introduction of new products and services 

as well as the reverse logistics system (Kulp et al., 2004). 
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This last leve! introduces. among othcr things. thc ground-work for the 

implcmentation of such initiativcs gcnerically known as VMI. (Disney and Towill. 

2003). and more rcccntly developed tcchniques such as the Continuous Replenishmcnt 

Program (CRP) which emerged as a business practicc in carly 1990s attempting to 

address and improvc thc Efficient Consumer Response Movement (ECR ·s) four core 

strategies ( Barratt and Oliveira. 2001 ). 

l mid,, //(¡' o/ /njorl/l{l/ion (//1(/ Co1111111111i(a/ ion 'foh11c/1!g)' (1 C: f) in se .J 

Building integrated information systems which allow efficient data transmission 

across its boundarics. is paramount for the companies· efforts towards activities 

coordination. decision synchronization and effective management of materials llow 

trough thc se. 

Handlicld and Nichols ( 1999) pose that IT encompas:,cs thc information that 

business creates and use as \l\ell as a wide spectrum of increasingly convergen! and 

linked technologies that proccss the information. IT has changed the way firms conduct 

transactions. particularly in understanding and relating with Jther channel members. 

Among some relationships. business-to business (828), business-to-consumer (B2C). 

consumer-to business (C2B). and consumer-to-consumer (C2C) are identified. IT is 

considered a vcry importan! strategic factor in managing supply chains; it acts as the 

disseminator and enabler (Fulconis and Pache. 2005) for process and product 

communication along with reducing paperwork and lead times (f-landtield and Nichols. 

1999). 

Rapid devclopments in technology have created numerous choices from 

information technology software (Tummala et al., 2006)(Tummala, Phillips et al.. 

2006). Yet the adoption of a specific technology per se, is notas importan! as it is the 

analysis about how effectively it is coordinated with interna! 2,nd externa! supply chain 

partners; along with its compatibility with other relevant technologies used by them, and 

furthermore the organization's ability to adapt its structure to exploit the insights which 

these systems provide (Shapiro, 1991 ). 
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Jtt1~e.r o/ I 11/rmJJalio11 I 11t,:~mlio11 

Broadly speaking. in the prescnt study, information integration would be 

consolidatcd into two 111ain stagcs: 

1) The adoption and use of IT in information integration (Lee. 2000) (Bagchi and 

Skjoett-Larsen. 2002a) and: 

2) lnlormation sharing for se visibility. 

As slated bcfore and following Bagchi and Skjoett-Larsen (2002a) the 

information integration achicved, given sorne general and observable characteristics. 

can be classiticd according to three levels: 1-ligh, Medíum and Low as presented on 

Table 3.2-1. 

·¡ he/int .r1tw: Fhr (l(/op1io11 t1/l{I 11.lf! o/f'/' 

Thc lirsl stage analyzed the adoption of IT along the transaction systems. 

communícatíons and tracing and tracking tools. Both transaction and tracking and 

tracing systems provide visibílity in the inventory and production infonnation 

throughout the SC creating a more congenia! climate for collaborative planning and 

forccasting. Moreovcr a reliable communication infrastructure paves the way for timely 

and efficient information exchange among partners. For example the use of EDI by 

manufacturers provides timely information about their procurement needs to suppliers 

and product availability to customers. Even more, vendors can arrange deliveries 

without paper records facilitating the process (Bagchi and Skjodt-Larsen, 2002a). 

~ -
ADOP. 

OF 

INFORMATION 
INTEGRATION 

A . 
INFORMATION ' 
SHARING FOR 
se VISIBILITY 
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1 

Figure 3.2-1: lnformation lntegration <limension 

INFORMATION INTEGRATION 
STAGES OF IT ADOPTION AND INFORMATION SHARING FOH se VISIBILITY 

Supply Chain 

1 

LOW integration 
1 

MEDIUM lntegration HIGH integration 
lnteqration Usinq 

- - - - - - ----·- ·---
lnformation Technology Ad~on __ __ ------- - - -

Transactions Systems MRP 11 Systems ERP Systems ERP and Supply Chain 
legacy Systems • lntra-company Planning (SCP) systems 

• Rigid interfaces • lnter-company 
Value: Mechanization o1 integration 
existing processes • Flexible interfaces 

Value: Process 
lmprovement 

Communication limited use of E- Few ED/lnternet links to Extensive use of 
Systems, mail/Fax/Phone customers/suppliers EDl/lnterneUXML links 
lnterneUExtranel lnterneUExtranet Extranet within suooly chain 
Bar-coding and Track- Only Bar-coding of More extensive bar- Bar-coding from entry to 
and-trace Systems, finished products coding, automated e-mail dispatch Track-and-
Electronic POS (point- Track-and-trace and updates and trace throughout the se 
of-sale) Data Capture, Electronic POS not confirmations Key suppliers and 
lnventory Visibility used customers connected 

lnformation sharing for se visibility 
Use of tools for Not used Experimental stage with Decision models and IT 
Collaborative Planning, one ora few strategies. Strategic 
Forecasting and suppliers/customers suppliers have access 
Replenishment (CPFR), to production plans, 
Customer Relationship materials requirements, 
Management (CRM), sales Forecasts and 
among others. orders. CPFR with key 

suppliers/ customers 
CRM with key 
customers. 

lnformation sharing lnformation Simple Data exchange. End-to-end supply chain 
about consumer needs; Misalignment. lnformation enrichment visibility 
store and warehouse One way 
inventory levels. communication 

Actual orders from 
immediate customers. 

Table 3.2-1: Stages of lnformation lntegration 

Chamde1i:.;_,atio11 

The first stage of information integration, analyzes the adoption and use of IT in 

the supply chain. As an example a firm still using MRP 11 type systems and with 
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limitcd use of c-tools for communicating ,, ith SC partners. can be considered as 

prcscnt ing low lcvcls or in lormation integration. Whcrcas a company using Entcrprise 

Rcsourcc Planning (ERP) and Supply Chain Planning (SCP) systcms. extensivc 

application of bar c<Jdes. Electronic Data lntegration (I::DI) and XMI. technologics and 

providing on-line access to production. inventory and shipment data to partners (supply 

cha in visibility) can be regarded as presenting a high lcvcl of information integration. 

111jr1n1mlio11 .rhmúz~.for su ,úihilil)' 

Customcr focus refers to organizational commitment to identiíy and satisfy 

customer concerns about the quality and timeliness of their orders as well as mect thcir 

demands in new products in scrvices (Pinc. Víctor et al.. 1993 ). ílearing the later in 

rnind. this second stage. on onc hand analyzes thc applicaLon of IT and dccision 

modcls ror inforrnation sharing -not only about business proce,ses in the supply chain 

but also about customcr·s behaviors and needs- and on thc othcr hand. the way this 

infonnation actually tlows and is shared across the supply chain. Thc main idea behind 

this information exchange is supply chain visibility. 

Supply cha in visibi lity is defined as ""the shari11g o/ ali relevan/ informa/ion hetween 

supply chain partners. a/so over eche!mJS, in the chainº' (Kaipia and J lartiala. 2006) and 

includes sharing proprietary data such as strategic planning. market research. product 

blucprint. and sensitive costs-rclated data (Fisher. 1997). 

( JJaracte1i:zatio11 

As statcd befare, regarding the use of tools for collaborative information 

exchange. the range begins with the absence of such models, th rough its selectivc use at 

a experimental stage. and concludes with decision models whcrc strategic suppliers 

have full acccss to production, procurement. sales and distribution information, 

allowing to engage the SC in SCM collaborative initiatives .. 

Regarding the data itscl( the lowest end of thc continuum implies thc cxchangc 

of data comprising only actual ordcrs by immediate custorners (Sahin and Powell. 2002) 

generating infonnation misalignment, whcn information neces:,ary to support decision­

making processes is not readily available, not usable or incorrect. (Piplani and Fu, 2005) 

75 



In thc mid-rangc the application of sales infonnation (information enrichment) 

into the intcgration proccss. is considcred one of the first steps tcward complction of thc 

information integration dimension (Mason-Jones and Towill. 1997). Whcreas the ful( 

cxtcnt of infonnation integration is achieved in what would be called. end-to end supply 

chain visibility . 

.'L1. Coordination structure intcgration in the present study 

Thompson ( 1967). in his early work. pioneered the study of coordination 

concerncd with thc forms of task interdependencc bctwcen groups. He conceptualized 

task intcrdcpcndence as thc extent to which the rclationship between groups could be 

charactcrized into onc of the thrce patlerns of workllO\v that exist bctween them. Thc 

threc forrns of interdependencc among actors are pooled. scquential. and reciproca( and 

for each form. thc author identified thrce gcneric coordination mechanisms: 

standardization or rules. plans and schedules. and mutual adjustrnent. 

A general dclinition of coordination can be found in Malone and Crowston 

( 1994) as bcing the act of managing interdependencies between activities performed to 

achieve a goal. lnterdependences are paramount for coordination (Lawrence and Lorsch 

, 1967). 

/>1'1:ipedir,·.r 011 Coordi11atio11 Stmr/11/l' 

Coordination theory is based on an idea of conceptual separation of two types of 

activities that are present within a process: activitics that d irectly contribute to the 

output of the process or task, and additional activities called coordination mechanism, 

which must be carried out in order to synchronize the decisions of ditlerent agents, by 

taking into account their associated dependencies among activities and resources 

(Malone and Crowston, 1994). 

In the supply chain context, coordination can be viewed as an act of properly 

combining (relating, harmonizing, adjusting, aligning) a number of objects (actions. 

objectives, decisions, information, knowledge. funds) for the achievement of the chain 

goal (Simatupang et al.. 2002). Under shared decision-rnaking in the SC, the 
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rcsponsibility for diflcrcnt decision variables relies 011 each individual member and 

bascd 011 diversc information. Therefore. addressing thc problern ol'coordination means 

!he rccog11i1ion of' threc kinds of diversily alo11g SC: ( 1) a divcrsity of decision rights: 

(2) a diversity or privalc information: and (3) a diversity of incentive. Furlhermore. 

according to Simatupang and Sridharan (2005. p.359) the problem of coordination can 

be summarized as: ·· ... to choosc: a coordi11ation struct11re 1rhich e11ergi:es the clwin members 

to ¡mrs11c: c0111petifj¡·c: 011/comes. recogni::::ing the co11s/rai11ls i111posed !•_¡· the diversity o( clecision 

rights. prira/e i11fómwlio11. and incell/ives among thc: chain 111e111hC!rs··. 

There is abundan! literature arguing about the positivc incidence of coordination 

and intcgration in supply chain performance (Cooper et al.. 1997: Morash et al.. 1996). 

Delec et al. (2005) pose that when managers underslood that optimization of single firm 

opcralions did not provide substantial system improvemcnts. their organizations strived 

for closcr coordi11alion and intcgration with suppliers than was possible through 

transactional relatio11ships. in ordcr to enhancc performance. Empirical studies in thc 

Turkish automobilc i11dustry showcd that business perforrnancc achieved through 

ertcctive functional coordination was higher than the performance achieved when the 

tasks are performed individually (Sezen, 2005). Such result:; are in line with other 

studies about the positive effect of coordination on performance (Ellinger et al., 2000). 

Coordi11alio11 Stmdure fnt(gralio11: IVorki,~g rlrji11ilio11 

For the purpose of thc prcsent study and following Simalupang and Sridharan 

(2005) a coordinalion structure is defined as a strategic choice of shared responsibility 

of dccision rights and levels of incentive alignment in order to cnhance the overall 

mutual benefits of thc collaboration, such as increasing cust,Jmer value and lowering 

total supply chain costs. 

In addition to the realignment of decision rights and work, supply chain partners 

can coordinate and share their resources jointly to gain synergistic advantages. Pfohl 

and Gareis (2005) in their study about the gencralizcd spread of supplier parks in 

Germany. argue that the dynamic and complex environment of today's markets. forces 

companies to concentrate on lheir core competences and to transform fixed into variable 

costs. Araujo-De Souza et al. (2003) analyzed infrastructure sharing in the shipping 

industry. Further examples of shared resources such as warehouses. inventories and 
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supplicr hubs can be l«)und in Lec (2000) . 

. \ l,1~rs o/ Coonli11t1lio11 .\'tmd1m 

In thc pn.:scnl work coordination structure integration would consolidatc into six 

main stages. as shown below: 

a) Decision Synchronization 

b) Sharcd Business Processes 

e) Incentive alignmcnt 

d) Redeploymcnt of dccision rights 

e) Work realignmcnt dccisions 

1) Shared rcsourccs 

/ ~ ,_ 

SHARED 
BUSINESS 

PROCESSES 

~-
SYNCHRONIZA­

TIO 

STRUCTURE 
AND 

RESOURCE 

INCEMTIVE 
ALIGNMENT 

~~ SHARING ~~ 

WOHK 
SHARED REALIGIIIMENT 

RESOUR DECISIO 

· REDEPLOYMENT 
OF 

DECISION 
RIGHTS 

Figure 3.3-1: Coordination Strucmrc lntcgration 

COORDINATION STRUCTURE INTEGRATIOrl 
STAGES OF DECISION SYNCHRONIZATION, BUSINESS PROCESS INTEGRATION, 

INCENTIVE ALIGNMENT, REDEPLOYMENT OF DECISION RIGHTS, 
WORK REALIGNMENT DECISIONS ANO RESOURCE SHARING 

Supply Chain lntegration 
usin 

lntensity of decision 
synchronization 

r LOW lntegration 1 MEDIUM lntegration · --¡ HIGH lntegration 

Decision synchronization 
independent decision- Consultative decision Synchronized decision-

making (i.e. no allocation of making (i.e. joint exercise making (i.e. redesigning 
decision rights) of decision rights and decision rights and 

responsibilities) responsibilities 

-
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Shared Business Process lntegration 
Formal Demand Lack of shared vision across Joint planning/ demand Shared objectives across 
Forecasting/ Planning se. Planning/ Forecasting forecasting across firms such processes in the se. 
activities activities at the firm level. - ·- -·- - -- - --· ---- --- - ~. - - ·- ----- -

Product Design & lndependent design Participative design Joint Product design/ 
Development /development process process. Partial development. Strategic 

lnvolvement. Experimental suppliers/customers 
stage with one or a few participate in the process 

suppliers/customers in order to reduce time to 
market. 

Joint inventory lndependent decision eonsultative decision Synchronized decision 
management making. eonflicting making making. Shared 

objectives. performance 
measurement. 

eustomer relationships lndependent decision eonsultative decision Synchronized decision 
management making. eonflicting making making. Shared 

objeclives. performance 
measurement. 

Demand management lndependent decision eonsultative decision Synchronized decision 
making. eonflicting making making. Shared 

objectives. performance 
measurement. 

Incentive Alignment 
Incentive systems and From non-existen! to Professional Sophisticated 
alignment: cost, risk and Etementary 
benelits sharinq 

Redeplovment of decision rights (delegation) Policie:; of: 
lnventory management No! Used Experimental stage with one Strategic Suppliers access 
through !he adoption of or a few suppliers/customers production plans, 
VMI materials requirements, 

sales forecasts and orders 
VMI wilh key suppliers/ 
customers 

Production through !he No! Used Experimental stage with one Strategic Suppliers access 
adoption of ePFR ora few suppliers/customers to production plans, 

materials requirements, 
sales forecasts and order. 
ePFR with key 
suppliers/customers 

-
Demand& elient Not Used Experimental stage with ore eRM with key customers 
Relationships or a few suppliers/customers 
Management through 
eRM systems. 

Work realignment decisions 
T ransferring activities No! Used Experimental stage with one ehanel production 
across the chain (best ora few configuration. 
posilioned member) suppliers/customers. Outsourcing. 

Sorne outsourcinq. 
Shared resources Policies of: 

Shared warehouses, Not Used Experimental stage with one Full resource share across 
inventory pooling, and ora few the se. 

supplier hubs suooliers/customers .. -----

T able 3.3-1 Stages of Coordination Structure 

The slcw ~[ Deá.1ion 5_w1chro11i:;;ptio11 
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The first stage. Decision Synchronization. is based on Simatupang and Sridharan 

(2005) and is dclincd as the degrec of coopcrativc dccisior-making amongst chain 

mcmbers. that _join1ly determine areas of responsibilities. allocation of dccision rights. 

and orchestrate critica( decisions at the planning and exccution levels for optimizing 

supply chain prolitability. 

( .harade1i :::._atio11 

Thc intensity of decision synchronization rangcs in thc low end. from 

independcnt decision-making (i .e. no allocation of decision rights) to consultative 

dccision-making (i.e. joint exercise of decision righls ancl responsibilitics). and 

concludes with synchronized decision-making (That is. redcsigning decision rights and 

rcsponsibilities) when achieving the full extent of SCI over this dimension. 

·¡ he .rlc!~e q[.rhaml pro/'es.re.r 

As per the litcrature rev1ew, the stage of Shared Business Processcs. 

encompasses both, shared supply chain processcs and coordination (Piplani and Fu .. 

2005 : Wu et al.. 2004). The main processes under study are: Formal dcmand forccasting 

and planning activities, product design and developmcnt. joint inventory managemcnt. 

customer relationships management and demand management. 

( :/mracte ri:::._al io11 

The low-end of the continuum implies independent activities and a lack of a 

sharcd vision, whereas the middle-end is characterized by consultative and participative 

decision making on behalf of channel members. The achieverncnt of full integration 

requires shared objectives, decision synchronization and shared performance measurcs 

on such matters. 

Thc stage of Incentive alignment refers to the process of sharing costs, risks, and 

bcnefits among the participating members. The theory underlying incentive alignmcnt 
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assumes that an individual chain member tends to act in a ccrtain way bascd 011 the 

expcctation that thc act will result in a mutual benefit and on 1hc attractivcness of that 

benelit to individual chain members (Sirnatupang et al.. 2002). 

This scheme motivates the members to act in a manner consisten! with their 

mutual strategic oqjectives, including making decisions that are optimal for the ovcrall 

supply chain and revealing truthful private information. lt covers calculating costs. 

risks. and benefüs as well as formulating incentive schemes that promolc compensation 

fairness. That is, ensures that aligned incentives motívate the ,::hain membcrs to share 

equitably the loads and benefits that result from collaborative efforts 

( ) ,a rade ri:;_,r, lio 11 

As abovc the incentive systems range from non-existent and elementary or both 

to sophisticated incentives inducements. An elemcntary schune consists mainly of 

transfer payments bascd on current market mechanisms - such as zoning. quota. rebates. 

warranties, price discount, quantity discount and so on - necessary to move products 

swiftly to end customers (Buzzell et al., 1990). A professional s::hemc attempts to share 

costs and benefits tied to mutual objectives. Options can be made more economically 

attractive by applying inducements - such as accurate forecast ~uick response ( e.g. on­

timc or responsiveness related payment), shared cost-savings. and gain sharing - based 

on improved performance (Chopra and Meindl. 2001 ). A sophisticated se heme is a 

change of priorities within the partners' decision framework of risk sharing (Billington 

et al.. 2003) and it clcarly spells out obligations, expcctations. and remedies. 

'//Je .rta,_~es o/Red~p/qyment o/decirio11 1-i~hts, work rml{~11111mt deásio11.r 1111d 

Shured resoHrceY 

The fourth, ftfth and sixth stages fol low from Lee (2000). For the author, 

coordination refers to the redeployment of decision rights, work, and resources to the 

best-positioned supply chain mernber. 

In that line of thought, through coordination, channel members decide who can 

better perform an activity creating and enhancing value for the rest of the SC. For that 
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matter programs SCM initiativcs like VMI. CPFR or CRM are pul in place by channcl 

membcrs. 

At the first mentioned stagc. thc range of intcgration is quite simple. Thc lowest end 

implies that such programs are 11011-existent. with experimental implementation at the 

middle and in thc highcst cnd orthc continuum. (ülly in place with key chain agents. 

Regarding Work Realignment Decisions and Sharcd Rcsources the transfer of 

activities and polices of comrnon resourcc allocation rangc frorn non-existing to total 

channel production configuration and full resourcc sharc across lhc SC. 

1.-t. A reciproca! approach to the study of SCI 

The threc dirnensions that characterizc the intcnsity of SCI: Organizational. 

inforrnation and coordination structure. intcract among cach othcr. reinforcing the 

intcgration effect and its incidence over corporate performance. 

INFORMATION 
INTEGRATION 

•IT adoption 
•lnfo Sharing for 
se vis ibility 

ORGANIZA TIONAL 
INTEGRA TION 

Figure 3.4-1: lnteracting dimensions of Supply Chain lntegration 

•Attitudinal Pcrspcctive 

·CPS 
•Organization Characteris tics 

COORDINATION 
STRUCTURE 

INTEGRATION 

· Decision sync. 
· BP lnlegration 
· Incentive alignment 
· Decision rights 
· Work realignment 
· Shared l'l!sources 

For that matter. participants in the SC require a bettcr understanding of the 

complexity behind the SCI process, in order to evaluate the benefits gained through 

coordination and collaboration and their particular contribution to improved operation. 

A reciproca! approach would considcr such interactions and constitute a balancing 

activity, identifying the factors that guide and enable the intcgration process, wherc 
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chain mcmbers must be able to coordinatc and match such integration dimensions. 

bccoming. thcn. a problem of stratcgic alignment (Simatupang and Sridharan. 2005). 

·¡ /,,, i11tm1dil~~ d!im11.rio11.r in thr fm.rml J/1/(j)' 

Starting with organizational intcgration as the guiding force. and a focus on 

waslc rcduction ami increased cfficicncy. the top level management as part of its 

stratcgic approach adopts an SCO perspectivc and rcllccts about various decisions 

regarding SCl's possiblc contribution to improved performance. 

Moreovcr. thc conformation of SCM initiatives into a real SCI approach 

requires. from thc top cchelons or management. further dccision making over thc two 

othcr -enabling- dimcnsions of integration. namcly information and coordination 

structure and resource sharing. 

As a result of such a reílection process. four fundamental questions arising in the 

manager·s minds must be solved (Frohlich and Westbrook, 2001 ): 

a) Who musl the tinn inlcgrate with? 

b) What processes are going to be integrated? 

e) What information must be shared?: And overall 

d) How much intcgration is required? lntensity (Lee. 2000): 

For the present study the above-mentioncd interactions are summarized in 

matrix form in the following Table 3.4-1. Stages for cach dimension are labeled 

accordingly with lellers (frorn a to f) in rows and with numbers (from 1 through 6) in 

columns. At evcry ccll the main impact of the corresponding stage over the othcrs is 

briefly described. 
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Organizational lnformation Coord. Structure 

COLUMNS (numbers) 1) Attitudinal Perspcctivc 1) Adortion of IT 1) Dccision synchroni zation 
2) Collaborative performance System 2) lnformation sharing J'nr se visibility 2) Business proccss lntcgration 

ROWS (letters) 
3) Organization Characteristics 3) lnccnti,c alignrncnt 

4) Dccision rights 
5) Work rcal ignrncnt dccisions 
6 ) Shared resources 

Organizational Stage a): Providcs the approprialt: Stage al: Provides the organization I Through coordination, CPS Stage b), 
a) Attitudinal Perspecti ve organizational context for )) seo: with an adequate CPS b) that would joint planning, organization and 
b) Collaborativc performance influencíng over the design of thc C PS, re-define the processes of 1) data formal agreements, Stages a) & e) : 

System 2), and the communications across the collection, 2) information sharing, 1T provide the hasis ancl content 
e) Organization Charactcristics se. the governance and the ancl knowledge management across definition for stages 1) through 6). 

ore:anization forms 3). the se. 
lnformation Stages a) & h): provide management Stage b): La~·s thc ground for thc Stages a) & h): Providc thc neccssary 

a) Adoption of IT with the relevant, accurate and timely definition of 1T policy )) ancl visihility across the se. as a 
b) lnformation sharing for SC information for decision making at the information coordination a cross fundamental ground for decís ion 

, isibility three levels: corporate (top), tactical channel membcrs, with a focus on SC making in Stages 1) through 6). In 
and operational influencing the visibility 2). particular, they provide a solid 
monitoring and re-appraisal processes foundation for stage 3). 
2) & 3) 

eoordination Structure The interaction of stages a) through Q, Stages a) & hl: lnflucnce thc design of Stage a): Cuides decisions ahout 
a) Decision synchronization enables management of the 1T 1) ancl the contents to be appraised integrated processcs 2) such as 
b) Business process lntegration participating se members to and incorporated undcr stage 2). inventories, logistics and rustomer 
e) Incentive alignmenl orchestrate decisions concerning the In general stages al through D define service ancl jointly with e) shapes 
d) Decision rights achievement or se overall when, what, ami how is to be content clefinitio n ancl decision making 
e) Work realignmcnt decisions performance 2), reinforce seo 1) and relevantly measured under an in stagcs 4) through 6). 
1) Shared resourccs shape organization characteristics 3) integrated se performancP 

towards the ultimate !!:Oal of set. framework. 

Table 3 .4-1: A matrix form summary o f the inte racting dimensions of SCI: A reciproca! approach 
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--1 Mcthodology 

The main goal of this study is to gain a better understanding about the proccsscs 

undcrtaken by VI tirms in arder to achieve SCI and remain competitive under a 

changing business environment. Moreover, the interest of the researcher resides not 

only on organizational change. but on obtaining specific kn,:)\vledge aboul SCI thal 

could be uscful in future sellings. For that mattcr, as cxprcsscd in scction 1.6. action 

rcscarch is thc appropriate method fór the present study. 

-U. Actíon research 

i\ction rcscarch originales in the work of Kurt Lcwin and his colleagues in thc 

decadc of thc 1940s and is an approach to research that considers taking action and 

crcating knowledgc about that action (Coughlan and Coughlan. 2002. p.220). lt aims at 

solving specific problems within an organization and cxplicitly and purposcfully 

bccomes part of the change process by engaging people in the organization to study 

their own problcms in order to find a solution (Patton, 2002) 

Rather than attempting a formal definition of i\ction Rescarch (AR). Edcn and 

Huxman (2002. p.255) present the boundaries of the method. where ""[AR}. .. inFolves 1he 

researcher in l1'orking wilh members o( organizalions overa malle,' which is o(genuine concern 

10 1hem cmd in 1rhich there is cm intenl hy the organiza/ion memhe.-s to take action hased 011 the 

in I ervenl i 011 ••. 

Comp,úút~ .·1dion Research in the pres1•11t s/urjy 

This research program on SCI includes two conc:urrent projects: The Core 

Action Research and a Dissertation Action Research. 

The main goal of the CARP was the determination of efticiency and efficacy in 

the operation of Productos Alimenticios. The purpose of the generalizing project or 

DARP was to provide the means for a distinctive contribution to knowledge in the field 

of SCI. in particular the design of a prescriptive model for SCI. This model would 

cventually offer the necessary guidelines for the integration of VI firms in the context of 
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the Mexican íood rctail industry and contribute to the completion of the present 

disscrtation. 

· J R qdn 

The research methods for both. the CAR and thc DAR projects would include 

two full spiral cyclcs of the main sequential stagcs of AR. (McKay and Marshall. 2001) 

namely: 

a) Planning 

b) Action 

e) Observation and 

d) Reflection over the results 

f 111p!mlt'l1!ÍI{~ . · 1 /{ 

Following Coughlan and Coughlan (2002, p.230). the irnplemcntation of the four 

stages of the AR cycles comprises three types of steps ( r-igure 4. 1-1 ): 

1. A pre-understanding step- to provide context and purpose :or the research; 

2. Six main steps- to gather, feed back and analyze data, and to plan, implement and 

evaluate action. 

3. A meta-step to monitor, the focus of the dissertation, where the AR project inquires 

about the enactment of the organizational cycles. 

Sat11re oJ the researc/1: Parad~~m Seledio11 

The selection of the appropriate techniques and methodologies is driven initially 

by the beliefs about the nature of reality (ontology) within a paradigm, which in term 

defines how knowledge about that reality is attained (epistemology). In that sense, 

paradigms are not corrector incorrect they simply reflect the researcher's beliefs about 

existence (Thompson and Perry, 2004, p.403). 
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Figure 4.1-1: Action Rescarch Cyclc implemcntation. (Coughlan ancl Coughlan, 2002) 

Reflection 

Thc CAR project is rooted in the critica! theory parndigm. given the fact that 

reality is nonelhcless decmcd as rirtuaf and retlects thc social. political cultural and 

power d imensions of the partici pating kcy actors. more spccifica l ly top-management in 

the VI firm. The mcthodology suggcsted is intellectual transformation (Thompson and 

Perry, 2004). 

The gencralizing project. DARP. is strongly rootcd in the phenomcnological 

paradigm. more prccisely under realism which is the pre1crred paradigm for action 

rescarch, (llealy and Perry, 2000). Here reality is considcrcd as real but difticult to 

apprchend. Findings are probabilistically true, and thc appropriatc tcchniqucs that 

would be used are: convergent interviewing. triangulation and qualitative and 

quantitativc interprctation of research issues. 
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A-priori theory has a central function in the design of the case study and analysis 

of its data. Just as purc induction can possibly preven! the rcscarchcr from bcnctiting 

frorn existing thcory. pure deduction might preven! thc dcvclopmcnt of new and useful 

theory (Perry. 1998). Thereforc this sludy follows an incluetive-deduetive spiral 

research cycle. joining preliminary theoretieal perspcetives with emergent theory. 

The prescnt study can be charaeterized as rcsearch-driven initiation. (A vi son et 

al.. 2001) given that the researcher started with a general theorctical approach of supply 

cha in characterization. in the scnsc of a seamless pipeline. as presented in the literature 

and further confirmed in the prc-understanding stage by Mr. HC. 

Moreover. thc use of conceptual rescarch methods offers a sign i ficant 

irnprovemenl in our ability to build valid theorics in operation:; managcment. They lead 

naturally to synthesizing previous rcsearch, thus building on earlicr studies, and depcnd 

heavily on real-world description. thcreby serving as a check on the externa! validity of 

the research findings. 

l{o/r o( Pre-111ulers/a11di1(~ i11 _, 1 I{ 

Action research requires a breadth of pre-understanding of the corporate 

environment. the condition of business, the structure and dynamics of operating systems 

and the theoretical underpinnings of such systcms (Coughlan and Coughlan, 2002). So 

even-though the researcher must refrain for bringing bias to the study. still there is somc 

/\-priori knowledgc that is ineorporated in the same (Gumme:;son. 2006). 

In this case the initial knowledge, mostly included the experience of the 

rcsearcher's team members associated with the necessary alignment -fit- between 

strategies, actions. tacties and resource allocation along the SC as a mean for attaining 

CA. Moreover it also considered the need, for a comprehensive and balanced PMS for 

application along the entire SC, yet simple and manageable for corporate use. The 

importance of these PMS requirements was reinforced through the review of literature. 

the previous engagemcnt of the researcher's team engagcment in other consultancy 

projects and confirmed in the pre-understanding stage of this AR project. 

More spccilically, the balanced measures notion was based on a the application 

of the Balanced Scorecard approach for supply chain (Brewer and Speh, 2000) and the 
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reduction process for allaining a unifying performance mcasure. based on a single 

cfficicncy indicator. lhrough thc Data Envelopmcnt Approach ·:DEA), (Chames et al.. 

1978). As expressed in lhe Corporate Presenta/ion Dornment as referred in Appendix 

13. the initial objcctive of the research project was the design, measurement and 

corporate implementation for such a PMS in supply chains. 

-P. The subject of study: A detailed account of PA 

Both management and researcher teams agreed on the profile of Fábrica de 

Alimento.1· (FA) a fully-owned subsidiary of a large VI public group in the Mexican food 

industry named Producto.1· Alimenticios (PA). to be considered as the subject or 

rescarch. having rcviewed the criterion for the unit of analysis selection in this AR 

study. 

. · 1 ((t'JJ ,'\1:~oliatio11: 

The cngagement process of PA in thc AR program was an interesting 

opportunity for gaining contextual information about the SCI process to be undertaken. 

Methodologically access negotiation was based on the following six issues (Lewis, 

2003, p.62). 

1.-Scnsitivit~· to hicrarchy or organizational structurc ¡ .. ,~e/lÍI(~ dearcmce .Jivm ... the 

.~all'ke,per.r] (Rossman and Rallis, 2003). 

2.-Dc,·cloping formal and uniquc contacts with thc organization rescarchcd. 

For that account, PA was accessed through its CFO, Mr. GB, a person with a 

strong recognition in both the researched (PA) and the research-host (ITESM) 

institutions. By becoming the research program facilitator. he provided the much needed 

access to PA 's hierarchy. Mr. GB developed ali the formal contacts between the 

research team, the steering committee, the working committee and ali operational and 

managerial instances at both institutions. 

3.-Prnvision of el car in formation about thc scopc an<l purposc of thc rcsearch 

-l.-Explanation of how thc findings would be t sed -effectivc managemcnt 

confidcntiality ami rcsponsibility issues- (rcporting, dcliverablcs and rescarch purposc). 
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Through di verse instanccs. proposals. brieftngs and mc,~tings cvery e fforl was 

madc lo assurc the underslanding of both the higher echelons of managemcnt and thc 

opcrativc agents aboul the very nature of the research project and precisely how the 

results would be included. not only on the problem solving re::;earch, fundamental for 

the CAR project. but as parl of the necessary information for the thesis. as part of thc 

DAR project. 

5.-lking flexible about rcscarch and acccpting :1th-icc 

Every effort was made to include the corporation matn concerns tn both thc 

DAR and CAR projects. in particular regarding Fábrica de Alimentos. as part of a 

vertically integrated operation. The Board of Directors integrated the steering 

committee. and actcd as senior advisors for the CAR project. 

ó.-Rcflccrion ami prcliminary rcsults sharing 

Through the formal contacts, every effort to share information -even in its early 

stages- was made. Briefings and thorough discussion. lead to collaborative and adaptive 

processes and results, across the extended research team -including participation from 

PA agcnts- providing the necessary additional insight into problem formulation and 

solution. 

As a result of this activity, the Board of Directors of t11e PA Group, jointly with 

the rcsearcher's team defined two SCs that would be under study, accredited ali the 

clearances, established the working committee, provided the necessary support and 

commitment for engaging in such a research program and, furthermore they provided a 

practitioner's perspective, from the owners and managers point of view, towards the 

study of supply chain initiatives, in particular SCI, the basis for the present DAR 

project. 

.·1 ddailed ¡,mpedire 011 Pmductos ., J/immticios 

Producto.,· Alimenticios is a large Mexican corporate group with over 500 

111 i Ilion dol lars in market capital ization and 3,700 employees on average. This 
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organization is dominant in lhe pasta industry and posscsses a :;tronghold in the tlour 

proccssing. grain mill products. bakery, manufacturing proccssed l'oods and packaging 

business scgments. Thc company is classified in thc induslry according to thc l'ollowing 

SIC codes: 

SIC Description 
Code 
2098 Macaroni and spaghclli 
2052 Cookics and crackers 
2099 l'ood prcparations. 
0119 Cash grains. 
0139 l'idd crops. cxccpl cash grains. 

2041 Flour and othcr grain mili prot.lucls 

2671 l'apcr coated & laminatcd. packaging 
8742 Managcmcnt consulting scnic.:s 

Table 4.2-1: Industrial classification of Productos Alimenticios according to SIC codcs adapted from 
information presented hy W /D Partners World scope in Lcxis Ncxis Academic Univcrsc, acccsscd on 
26 March 2007 

Thc Group's principal activities are carried out through live divisions. namely: 

pasta. biscuits. mills. packaging and services. Thc Pasta division is into manulacturing 

diffcrcnt kinds of pasta such as short. long. fancy. instant. pellcts. packaged and ramen 

type soups and pasta with fiber. lt has five production plants: btado de Mexico. Jalisco. 

Coahuila and Durango and one abroad in Guatemala. C/\. as well as fivc distribution 

centcrs in the cities of Toluca. Guadalajara, Laguna. Saltillo and La redo. 

The group holds a good reputation and well positioncd brands. Mills is into 

milling wheat for thc production of bread and biscuit flour. scmolina flour and by­

products of whcat and rice llour. Packaging is into producing flexible wrappcrs and 

cardboard boxcs. With rcspect to services PA is into providing administrativc, 

commercial and IT consultation services. Productos Alimenticios has adopted a vertical 

control corporate strategy, based on foil ownership of firms comprising their 

corresponding value chains. This company evolved in ownership from being a large 

family business to a publicly held company with still a great d,~al of control on bchalf of 

the original MY family. 
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Figure 4.2-1: PA's stream of operations. FA in the value chain 
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Derived both, from the main corporate concerns of Productos Alimenticios and 

from the interest of the researcher's team members to work \vi1h two contrasting types 

of supply chains, characterized by different leve Is of complcxity in thcir operation. two 

o f them were se lected for study. 

Chai111'<1m1her 1: S11acks i11 rardhoard 1'.\.Ühi/01:, o[-1.-17 K¡~. 

The first selected chain is dcdicated to manufacturing and distributing various 

and differentiated baked snacks, individually wrapped. for sale in cardboard exhibitors. 

Production is relatively complex given the nature of thc different processes for each 

individual item, in terms of ingredients. molding. baking procedures, fillings, oven 

times and packaging. 

The distribution of these snacks is made through "Product Distributorship 

Mexico" (PD) a subsidiary of PA. The focal firm, FA. directly sells the product to PD 

and delivcrs directly in the appropriate warehouse. PD in turn wholesales to low-
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integration distributors that allend final customcrs which consists basically of school 

age children. 

lnterestingly enough FA does not rely on sales f'orecasts for its manufacturing 

plan, in particular !hose elaboratcd by PD. which has extensivc contact with the end­

customcr and it is bctter positioncd to gauge consumer demand. 

Regarding matcrials procurement. flour is supplied directly from PA and butter. 

shortening and othcr oils are obtained through markct transactions. 

SUPPL Y CHAIN 
r -,( .1.. . ,,, r,<,- , r 

,--- -. 
( Pockoger' 
~ ... , .... ..!o.2 .... , 

CARDBOARD EXHIBITORS 4.47 Kg 

:;(;{¡_.saf-{Jnment 

1; . .,,,., 1.J,~.:~ ..... ~.,. :1 . ., .• 

~--º 3~ .... ------·~3 

ADVERSARIAL 
TRANSACTIONS 

Figure 4.2-2: SC number 1 (cardboard exhibitors) 
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l)s1nb1.cb Salllo 

Dstri>oodct Gane; Palacios 

In this case, the relevant supply chain includes. as fir5t-tier. ten different package 

suppliers. belonging to Packaging Co another fully-owned subsidiary of PA, each 

representing one adversaria! transaction with FA. The later lirm in turn manufactures as 

four units: Laguna, Saltillo. Toluca and Guadalajara, and sells directly to PD. -first tier 

customer- delivering directly in the appropriate warehouses located in Toluca, 

Guadalajara. Saltillo and Gomez Palacio. 
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PD wholesales to small and medium regional distributors. lndeed it was round 

that consumer·s demand is quite variable and seasonal. with a strong center in school 

days. as it would be cxpected. 

Cht1i11 .\ m11her 2: S,(~ill' Cooki1'.r i11 I K~ 11mlhoanl ho.w.r 

In the second SC studied. FA manufactures the simplest type of baked products. 

-sugar cookies- where production and packaging is quite straightforward. These items 

are distributed in two channels: 

a) In the first channel. using FA 's brand name. as in se # 1. FA sells the producl 

to PD and delivers dircclly in warehouses located in Laguna. Toluca. Saltillo. 

Guadalajara and 1.aredo in the bordcr. This lasl one handles inlernational sales. mainly 

to 1-lispanic markets in the US. In turn each warehouse wholesalcs to medium sizc 

regional distributors lhat sell in cash to smaller storcs. with the exception of 

international sales thal mighl include large scale retailers. 

b) In the sccond channeL FA forfeits ils decision rights to a world-class retailer. 

which directs both the production and distribution processes becoming the focal firm 

instead. For that matter this segment of the cha in operates wholly under a different set 

of rules and it is not considered as part ofthe unit ofstudy. 

Under thc tcrms of the study, this se was selected, be:,ides for its low level of 

complexity, because of the fact that it operates completely ~ifferent across the two 

channels. In the first channcl all exchanges. even those among subsidiaries of PA, are 

based on adversaria! transactions. In this case, only one package type -provided by 

outsiders- is required. Both procurement and distribution follow the same patterns as in 

SC number one above, where FA obtains supplementary materials in the market and 

distributes through P D 
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Under the terms of the study, this se was selected. besides for its low level of 

complexity. because of the fact that it operates completely different across the two 

channels. In the tirst channel all exchanges, even those arnong subsidiaries of I' A. are 

based on adversaria( transactions. In this case, only one package type -provided by 

outsiders- is required. Both procurement and distribution follow the sarne patterns as in 

se number one above, where FA obtains supplementary matcrials in the market and 

d istributes through I' D 

As a means of contrast in the second channel, produc:tion and distribution is 

dominated by a world-class retailer, which determines se membership and provides ali 

operational terms and conditions by marketing the product under its generic brand name 

in Mexico. Under the retailer"s rule, FA participates in SeM initiatives, but it has not 

learned yet how to translate such knowledge into the chains where it becornes the focal 
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lirrn. For that maltcr this lcg of the chain would not be analyzcd. per se. under thc 

prcscnl rcscarch. 

-l -1, Data Collcction Methods 

Thc process of gathering data is a deliberate. conscious and systematic process 

that cntails complex and intertwined decisions and actions. Such choices are based on 

the strategy adoptcd. the views on epislemology, the qualitative genre adopted and how 

these preliminary choices intcract with the setting. The dimen~.ions for such tcchnique 

decisions are: deplh or breadth. focus and mix (Rossman and Rallis. 2003. p.175). 

C.iivcn that consideration. the data collection methods sclected for this AR 

pn~ject wcre: Observalion. interviews and documenlary analysi~;. lls specilic application 

,, ould fol lmv: 

( )h.ren'11!i o11 

The naturally occurring operating conditions for the SC were the subject of 

observalion. The role of the obscrver was as a participant reccrding the information as 

it was revealed . 

Most obscrvations were structured along a topic and event guide or both. 

specilically developed for that purpose (Lewis, 2003, p.118). allowing the research team 

to focus on the information requirements and the possibility of further confirmation of 

dala collected lhrough other techniques. 

Aside from certain scheduled location visits, the rese:archer considered every 

interaction opportunity with PA to gather additional information that could not be 

otherwise obtained through interviews or documental work due to their proprietary or 

privale conditions. 

The areas of observation. besidcs production facilities and distribution channels 

were those related with hierarchies in PA and with hidden agendas in the management 

team, particularly those related to rcsistance to change and discomfort. 
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l 11f<'n'Ít'ws 

l3ccn thc rnain purpose of thc study "10 deepe11 1111ders1a11Ji11p, ... ". interviews are 

considcrcd thc rnost rccornrncnded techniques for data ccllcction. allowing thc 

rescarchcr more control ovcr thc line of questioning (Crcswell. 2003). 

This project rcgistered a rnix between formal and infornrnl intcrviews. Schcduled 

intcrviews. were in-depth and based on interview guidcs (Patton. 2002) far better 

control on the topics. The subjcct of the interviews was rnainly Mr. IP. general manager 

of FA. official contact with PA as chairman of the working committec and one of the 

lormal galekeepers. 

Informal intcrviews conducted with rnembers of' thc working committee werc 

unstructured and complemcnted the data collected through thc observation tcchniques. 

They provided very rich information that was contrasted. l'or confirrnation. with thc 

official version of Mr. IP. More specitically. this typc of interviews provided lirst-hand 

in formation about hidden agendas. 

Even as they were not explicitly designed for that purpose. the two board 

presentations and mcetings or both, allowed the research team to gather valuable 

information about PA undcr the perspective of its participants. Thcse intcrviews werc 

informal, in the sense that occurred in the process of normal conversation. yet given the 

occasion providcd, were conducted in a semi-structured way through the use of a topic 

guidc. 

Moreover the interaction of the different echelons of management, ownership 

and the rescarch team, under stressful hierarchical conditions. provided rich information 

about PA ·s hierarchies, hidden agendas and overall strategic decisions for the VI group. 

They allowed joint decision making and compromises on fundamental topics related. 

not only to the AR project itselt~ but to the organizational change process that PA was 

engaging in. 
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I )om111e11!,11J JJJork 

Thc main sourccs of documenlary data were ofticial slatislical sources. tradc 

associalions and publications. PA ·s own records and linanci..:d and business official 

public information as provided lo governmcnt regulators. 

Thc information collected allowed completion of the CAR project, confirmation 

on strategies adopted by PA and contextual informal ion for diagnosing PA · s position 

regarding VI and SCI. 

--1.-1. Data Analysis Methods 

The infonnation collccted through the various mcthocls above described and 

following the topic guidcs for each one of thc main activitics. was rich yet inlert\vined 

in content. í-or that matter a simple but rigorous analytical approach. fóllowing Lewis 

(2003) allowed for all data to be initially classitied according tJ a thematic framework 

based on indexing. 

Further coding and analysis allowed data reduction and classification by means 

of a thematic chart (Lewis. 2003, p.234) and for presentation ease. all the information 

was summarized in mental maps. 

--1.:'i . Application of Research Methods in the Present AR 

The actual implementation of the AR methodology in the case of both the CAR 

and DAR projects, in the specitic setting of PA follows: 

nw hd(hvork al ,~ 1 

The activitics that encompass the tieldwork at PA are initially classitied along 

the following lines: 

1. Access Negotiation (AN) 

2. Pre-understanding (PU) 

3. lnitia l contact (IC) 

4. Distribution channel observation (DS) 

5. Documentary work (DW) 
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e,. Board Meeting Presen\ation (I3P) 

7. Briefing mceling (inlcrview) ([rn) 

8. Data collection analysis (DA) 

,¡ Rcllcction (Rf) 

10. Complementary information (CI) 

11. Results presenL1tion (RP) 

A log containing a chronological brief' description of thc activities compnsmg 

thc dala collcction al !'A is found in the following table 4.5-1: 

_/ ·ríhrim di' . · 1 lilill'IIIOJ l ·il'ldUJork I .,(JO 

CIIHONOLOGICAL SllMMAHY ACC<>lJNT 

PU1 Pre-underslanding activity: Seplember 2711'. Mr. HC (Senior operalions 
Performance Measuremenl 2005 consullanl for D& T 
Syslems Consullation (D& T Consulting)/ 
Consulting Firm) meeling/presenlation -

interview 

AN1 PA lnitial Conlac1 November the Mr. GB CFO/ Leller 
91h, 2005 

AN2 PA Follow-up November the Mr. GB CFOfTelephone 
23,d Conversation 

IC1 lnilial contacl wit1 FA December lhe Mr. IP General Manager/ 
1'1, 2005 Meeting al localion 

IC2 Localion visil December lhe Operating managers ol FA 
151 , 2005 

DS1 Dislribution Channels December 41h Supermarkets/ convenience 
(Fieldwork) lhrough 121h, stores/ comer slores /mid-

2005 size wholesalers-
distributors 

AN3 Approval for presenlalion al December lhe Mr. GB CFOfTelephone 
lhe monthly board meeting 5th, 2005 Conversation 

DW1 Archiva! work December 61h Annual reports/ public 

• 

• 

• 

• 

• 
• 

• 

•· 

•· 

4• 

Questions/ lssues 
Raised 

Consullanl's 
perspective over 
se performance 
measurement 
syslems / 
Proprielary 
Syslems. 

Cover Letter/ 
requesting PA"s 
Participation in 
Research Pro ram 

Requesting PA"s 
participation 
/Overview of 
problem ol inlerest 
at PA: FA"s 
operation. 

Overview of 
Research Program/ 
Overview ol FA 

General Layout 
presentation 
lnitial 
considerations Jor 
FA" s o eration 

Observation of 
distribution 
channels and 
marketing 
conditions for FA 
products and lrom 
the compelition. 
Concern about 
roduct availabilit . 

Authorization Jor 
Board meeting 
Presentation 

Financial/Operation 

99 



through 121h, business databases. reports from public 
2005 information 

DW2 Conlext lnformation December 6111 INEGI (national accounts), • Production, sales, 
through 121h, AMEXIGAPA (trade employment. 
2005 association) international trade, 

competition. 
BP1 Board Meeting December the Board Meeting/ The board • An initial proposal 

161h, 2005 audience consisted of two on a se 
members of the MY family measurement 
(owners of the PA group), system was made 
Mr. GB CFO, the General and further 
Controller Mrs. G, Mr. IP, problems of the 
other members of the selected firm, 
directorate of lhe group and Fábrica de 
operaling managers of FA. Alimentos a 

subsidiary of the 
group were raised. ~. Preliminary 
presentation of the 
seamless pipeline 
perspective. 

BR1 Briefing Meeting February the 71h, Mr. IP Director of FA and • Briefing for project 
2006 chairman of working initiation/ logislics 

commillee/ Meeting of the meelina. 
BR2 lnitial meeting with the February the 71h, Mr. IP Director of FA , Mr. F, • Planning session 

designed working 2006 from Producl for the CARP. 
committee Distributorship, Mr. JP, from • Scope of the 

the Packaging Company , project. 
Mr. TB controller of FA and • Formal 
Mrs. D, chief accountant for establishment of 
FA /Meeting the working 

committee. 

• Communication 
channels 

DC1 Data Collection about F ebruary the 111h, Data provision: Mr. TB • Performance data 
performance rneasures for 2006 (Controller)/e-mail - for FA and itemized 
FA. \elephone informal interview financia! 

information for FA/ 
inquiry about the 
data collection 
process and ERP 
svstem. 

DC2 Data Collection about February the 1J1h , Mr. JP (Packaging Co)/ e- • Request lar 
performance measures for 2006/ February mail performance data 
Packaging Co. the 151h, 2006 and itemized 

financia! 
information for 
Packac¡inc¡ Co. 

DCJ Data Collec\ion about February the 111h , Mr. F (PD)/e-mail • Performance data 
performance measures for 2006 lorPD 
Product Distributorship 

DC4 lnformation Request: February 1 J1h/ Mr. F (PD)/e-mail • ltemized Financia! 
ltemized financia! 141h, 2006 information for PO -
information for PO 

DC5 Financia! dala collection for February 151h, Public accounting records • General profitability 
PO 2006 measures for PO 

DC6 Data colleclion about sales: February the 171h, Mr. F (PO) and Mr. IP (FA) • ltemized sales and 
Actual and forecasted for 2006 /e-mail demand forecasts 
PO and FA fiaures reauested 

DA1 Data Analysis over February 121h Researcher Analysis • DEA model and 
performance measurement through 181h, sales forecasls 
and sales forecast 2006 usina time-series 
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methods. 
RF1 Preliminary refleclion over February the 181h , Mr. TB (FA controller & • Comments and 

lhe efficiency in both ses 2006 operative key contact)/ observations about 
meeting and informal the PMS and sales 
interview. forecasts/ 

• Operative 
problems and 
limitations of 
information 
provision by the 
ERP. 

RF2 Preliminary reflection over F ebruary the 23•d Mr. IP (FA) /e-mail and • Brief comments 
the efficiency in both ses. , 2006 telephone conversation about results 

RP1 Request for a working February the 281h, Mr. IP (FA) /e-mail and • Meeting Requested 
committee meeting lor 2006 telephone conversation. 
results presentalion F urther contact with the 

working committee 
members 

OC? Additional information February the 201h/ Mr. F (PO) and Mr. TB (FA) • lnformalion 
requested about sales for February lhe 281h, /e-mail requested 
an extended period. (2000- 2006 
2005) and updales for 
2006. 

DA2 Data Analysis over March 1'1 through Researcher Analysis • DEA model and 
performance measurement 51h ' 2006 sales forecasts 
and sales forecasl using time-series 

methods. 
BR3 Briefing Meeting' lnterview March the 81h, Mr. IP (FA)/ informal 4· Briefing/ informal 

2006 interview inquiry about the 
results 

RP2 Preliminary results March the 81h, Mr. IP (FA), Mr. F (PO), Mr. 4• Refleclion about 
presentation 2006 AP (Packaging Co), MR TB the overall 

(FA)/ Working committee performance of SC/ 
Formal conclusion of the meeting Additional 
first AR cycle/ Beginning Performance 
of the second AR cycle information 

requested far year 
2005 and February 

DC8 lnformalion request March 241h Mr. IP and Mr. TB (FA), Mr. ·• Addilional 
through April 21•1 F (PO) and Mr. JP information request 
,2006 (Packaqinq Col./ e-mail 

DA2 Data Analysis over March 241h Researcher Analysis • DEA analylical 
performance measurement lhrough 181h, framework and 
and sales forecast 2006 sales forecasts 

using lime-series 
methods. 

OS2 Oistribution Channels October the 21•1 Supermarkets/ convenience • Observation of 
(Fieldwork) , 2006 stores/ comer slores /mid- changesin 

size wholesalers- distribution 
distribulors channels regarding 

brand and product 
manaqement 

BR4 Briefing Meeting October the 24th, Mr. IP Director of FA/ • Briefing for results 
2006 Meeting & informal presentation. 

interview • lnformation 
Mr. TB brief interview triangulalion 

regarding brand 
and product 
management at 
distribution 
channels. 

RP3 Request far final Oclober the 20'h, Mr. GB (CFO)/e-mail • Meeting request 
presentalion for CARP 2006 

BP2 Board Presenlation October the 251h, Board Meeting/ The board • Final presentation 
2006 audience consisted of two 
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members oí lhe MY lamily oí the Performance 
(owners of \he PA group), Measurement 
Mr. GB CFO, \he General System (PMS). 
Controller Mrs. G, Mr. IP, • Bullwhip effect 
Mr. S. (Logislics PA), other presentation and 
members oí lhe directorale Sales lorecasl 
of \he group. provision lor FA 

and PO. 

• Presentalion of SCI 
perspeclive for PA 

RP4 Model and forecast system October the 271h, Mr. S (Logistics PA) • Model transfer over 
transíer over PA 2006 \o PA 

Cl1 lníormalion íollow-up. March 2007 lntegrated solution provider • Public Notice oí 
Integral lnformation (ISP)/Public Notice in trade decision 
outsourcing to an ISP press. 

Cl2 lníormation íollow-up March 2007 Public Notice in trade press. • Public Notice of 
Acquisition oí Disney decision 
Franchise 

Cl3 lndustry and Company Feb-March 2007 Annual reports/ public ~· Financial/Operation 
complemenlary iníorma\ion business dalabases, INEGI reports írom public 

(national accounls ), information, 
AMEXIGAPA (\rade Produclion. sales. 
association) employment, 

international trade 
and competilion 

Table 4.5-1: Chronolog ical activity lag far the AR project at PA 
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:->. Analysis of the rcsuhs: The implementation of the AR cycles 

J\R implics that rescarch is concurrent wilh aclion and for that matter. both thc 

researcher"s and the managemcnt teams engagcd in two simultaneous projects. aiming 

at organizational change, the CAR and the DJ\R. 

The first project has its own idenlity and procecds irrespective of whcther or nol 

it is being studied. while the second one involves the researcher"s inquiry into thc 

organizational prqject. Evcn though both projects comply in fulL with thc four 

designated stagcs of AR, the cmphasis of the tirst cycle is on the C J\RP. whereas thc 

emphasis of the second cycle is on the DARP. 

Under a general perspective, the firsl AR cycle concludes with the presenlation. 

al the working commitlee, of the PMS for the two chains under sludy. The retleclion 

around lhe preliminary resulls of lhe measurement syslem. derived in the identificalion 

of the bullwhip effect at FA and the implications under a downturn of operational and 

financia! performance of PA were discussed. Time series forecasts for volume of sales 

were initially suggested as an aiding tool for reducing the bullwhip effect. Moreovcr. 

both teams engaged in a thorough reílection process regarding a possible systcmic 

approach towards supply chain operation for Fábrica de Alimentos. 

As pre-requisites for SCI implementation. changcs in the marketing and 

organizational stratcgies were suggested by both teams and presented cventually beforc 

the board of directors. 

The DAR project benefited from retlection among the managerial and 

researcher's teams, in particular regarding the clarification of objectives, research 

questions, methods selection, scope of the tieldwork and ~.chedules. The intermediate 

rcsult at this time was an authorized dissertation proposal. laying the groundwork for 

theoretical aclvancement. basis for the second AR cycle. 

In a monitoring meta-step, the researcher"s team articulated ali expcnence 

attained in the first cyclc and gave careful thought around thc dissertation process. For 

103 



onc thing. and rcgarding organizational changc. a prcliminary conclusion was lhat 

beyond the initially considered PMS. further advanccment in SCI would be a more 

suitable slrategic decision far an ailing Fcíhrica de Alimrntos · opcration. For the other. 

problems in SCM and SCI implementation werc idcntified. both from the thcoretical 

and the practitioner"s perspective and the necd for operative guidelines for SCI 

implcmentation was identi ficd . 

On one hand. the second cycle of the CARP concluded with the implementation 

of a strategic PMS for Productos Alimenticios and further rccomrnendations for 

reducing the bullwhip effect by sales forecast" s sharing across key agents in the SCs and 

the adoption of an overall SCO approach. leading to thc implementation or SCI 

initiatives. 

On the other hand. results of the DARP provided additional understanding of the 

SCI processes. as a result of designing a prescriptivc rnodcl guiding VI firms in their 

transition towards SCI. This model. supported by the literature review. follows from 

continuous work derived from the concurrent results of both AR projects. 1t is based on 

lhe notion of maturity of the processes. where this type of models assumes that progress 

towards goal realization comes in stages (Lockamy and McCormack. 2004b). The 

model is characterized by the following issues: 

1. An evolutionary perspective towards SCI : Thc earlier litcrature suggests that the stages of 

the transition towards SCI evolve, in a continuum. from an initial state charactcrized by 

unarticulated functions -based on adversaria! transactions- through interna! and eventually 

externa! integration across the SC. based mostly on collaborative relationships. 

2. An urge to transit from vertical integration towards more relational forms of supply chain 

integration: Both. more complex competition schemes and a dynamic environment a re 

compelling pressures that constantly drive businesses. VI firms in particular, to expand their 

capabilities. in order to remain competitive. Organizations today need to focus on core 

enhanced competences and capabilities and bencfit from a higher degree of relational 

exchanges. 
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3. /\ proccss maturity approach with respect to SCI: A malurity model assumes that progress 

towards goal achievcment. in this case organizational change in the line of intcgration. is 

gradual and comes in stages. 

4. Multi-dimensionality of integration: The advancement of both. vertical integration and its 

cxtension across the supply chain runs along multiple dimensions. as proposed in thc modcl 

and supported by the literature. 

5. /\ contingency approach tov,ards integration: The intensity of int~gration is moderated both 

by externa! environment factors and by interna! forces that mainly run along thc human 

dimcnsion. such as resistance to change. hicrarchies across the organization and 

participanfs hidden agendas. 

:'> 1. Pre-understanding in this study 

Usually thL· starting point for action rcsearch 1s a practica!. problematic or 

unsatislYing. situation al work or in othcr social environrnent. The purposc of a 

prcliminary -contextual stage- phasc is to define the current siluation, with the objective 

of visioning ami planning the phases ofthe action rescarch (K)rü. 2004). 

The pre-step is driven by two issues, concerning the rationale for research and 

for action. Under this study. the pre-understanding stage. involved gathering the 

neccssary information to comprchend both, the practica! and theoretical relevance of 

this project and the business environment conditions that drivc thc need for action. 

As it is schcmatically shown on Figure 4.1-1. AR implementation begins with a 

pre-understanding step. lnitially this stage aims at making sense of contextual insights 

into SC and SCM under the consultant's perspective. providing the basis for engaging 

in an AR project. The data gathered at this instance encompassed a presentation of a 

proposed PMS devised by the researcher's team and a semi-structured interview with 

Mr. HC, senior advisor in the tapie of SCM for a world class consultancy firm. The 

activitics included at this stage were based on the Topic Guidc O, as referred in 

Appendix A. Thc detail of thcse activities is further explained in the next section and a 

summarized view ofthis instance is found on the Mental MaiJ numbcr 1, bellow. 
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'/ /,,· .1/'t1111ku t>iteli11e .rl11oe r, 

1 his rhasc ni' Lhe research rrogram. labelcd the Seamlcss Pipeline. regained 

lirst-hanJ insights into consulting in surrly chain anJ surply chain managemcnt. \\herc 

Mr. 11.C. presenteJ an overall practilioner"s approach on SCI. providing contextual 

setting relevan! for thc following planning stage in the DAR and CAR projects. The two 

main goals stated for activity PlJ 1. as per thc lielJwork ·s chronological log Table 5.1-1 

bellmv. \\ere: 

a) Obtaining a praclitioncr"s opinion over the proposed PMS in supply chains. 

b) Cictting prokssional advicc lor consulting services in SC and SCM 

More srecilically. to decpen thc understanJing about: 

l. 
..., 

3. 

4. 

Thc rcscarchcr·s tcam proposcd PMS for supply chains (Prcscntation) 

Thc scamlcss pipeline conccpt (Rellection) 

Thc practilioncr·s pcrspcctivc towards the SCI notion. 

Thc consulting focus on SC and SCM . 

The meeting and interview with Mr. 1-1.C. furnishcd a rcflection outlet for 

discussing PMS and mcasures in thc supply ehain. As a result the foundation for thc 

CAR projcet to be cngagcd by the rescarchcr"s tcam was provided. Furthermore thc 

notion of SCI wus introduccd in thc AR project frorn thc practitioncr·s lcns and 

rnorcover this activity contributed to thc profcssional networking of the researcher·s 

team members. The actual results and their incidencc in thc 1\RP are discussed bcllow. 

Id# Activity/ Type Date Contacts /Means Questions/ lssues 
Raised 

PU1 Pre- September Mr. HC (Senior • Consullant's • Consulting • Pre-
underslandin~ 271h, 2005 operations advisor for perspective over approach towards underslanding 
aclivity: D&T Consulting)/ se seamless pipeline. stage: Provided 
Performance meeting/presentation • Performance • Practilioner's contextual 
Measuremerl -interview measuremenl opinion over PMS setting relevan! 
Systems systems / in se for lhe following 
Consullation Proprietary • Specilic planning stage 
(D&T Syslems. measures to be in DARP and 
Consulting implemented. CARP. 
Firm) 

Table 5.1-1: Chronological account for activities undcr thc pre-undcrstanding stagc 
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Pli'-llll(/en/1111tli110 '.t m11!1ih11tio11 lo . 11{ i )'d t' '.r lt'.1////.1 

Thc main contributions from the consulting perspective follow: 

1. An operation model for supplv chains. labeled .. 71Je Seam/ess f'ipe/i11e .. : Contirmed through 

thc intcrview and as initially prcsented in SeM literaturc. this id,~al modcl was confronted 

with reality under a practitioner"s pcrspective. This view of the se contrasted sharply with 

prcvious tindings from the researcher's team prolessional expcricnce. regarding SC 

operation. 

2. The multi-dimensionality of SCI initiatives: Three dimensions of integration were 

highlighted. namely: lnformation and IT. business processes and organizational issues. This 

notion is further supported by a large strearn or literature. as ex1Jressed in chapter thrce. in 

this study. 

J . Performance Measure Sy5tc111s_across the SC: Threc lcvcls lor SC mctrics were idcntitied: 

strategic. tactical and operational. lt was stressed that mcasures musl be balanced and 

aligned with overall corporate and se strategy. The following: Forecast Accuracy. Service 

Level (DIFOT) and profitability were suggested by the consultan!. as part ofthe strategic set 

of measures. 

4. Comments on. suggestions and eventually a consultant's comideration over lhe proposcd 

metrics and techniques used to develop a supply chain PMS 

E ven though. as expected. the consultanf s perspective was based on turnkey 

solutions, proprietary PMS and integrated solutions (hardware. software and other 

goods and services provided), the close interaction with Mr. HC provided a sensitive 

approach towards the human dimension of SCM initiatives implementation. More 

specifically, this stage provided an important discernment into potential problems for 

collection, measures and implementation of PMS systems and possible ways for solving 

the same. 

~ ') 
:i .~. The first AR cycle 

Following from the pre-understanding stage above, the researcher"s team 

members initiated the CAR project with both a theorctical approach of SCI based on the 

literaturc, rcgarding thc un-interrupted tlows of goods. services. information and cash 
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llow across the SC. and from the practitioner"s perspectivc. the strategic importance ora 

balanccd PMS -consistcnt with corporate and supply chain stratcgy- and an initial 

proposal for its implcmcntation. 

The actual dcsign of the e ARP included: The negotiation of PA 's involvement 

in the rcsearch pn~jcct and the necessary clearances as well as obtaining managerial 

commitment to the project and the inside information required for the definition of the 

problem at hand. 

Compliancc with the four stages of the AR cycle implied first. ali stcps involved 

in the planning stage such as schedules, data colleclion and the preliminary literalure 

review in SCI. Thc implementation of a balanced PMS for the :iesignaled supply chains 

al PA constituted the second -action- stc1ge-. The third slage inc luded the analysis of lhe 

collected data and ils implicalions on se performance. The fourth slage cncompassed 

two aclivities: ;\ preliminary feedback -airning al possible explanations or se 
performance down-turns- and a lhorough reflection process beüvecn lhc rnanagerial and 

rcsearcher"s tearns that resulted in recommcndalions for organizalional changc 

regarding bolh, marketing and organizational strategies and lhe adoplion of a systernic 

approach towards se operation. 

Moreover the DAR project, 111 its first instance, initiated with a proposal on 

mapping and rneasuring performance across the SC and -as a joint result of lhe literalure 

review, lhe experience attained from lhe pre-understanding phase, the results from the 

tirst AR cycle regarding the CARP and the analysis, reflection and discussion processcs 

engaged by the researcher"s team- eventually evolved to the study of organizational 

transition towards se l. 

This DARP cycle concluded with the problem clarification and the formal 

presentation and approval of the dissertation proposal. The d,;::tail of the four main stages 

of both CAR and DAR projects follow and a summarized graphical perspective of the 

tirst AR cycle is found in the Mental Map 2 bcllow. 

Thejint s!t¡~e ~/the _;JJ{ projed: J>lc11111Ú(~ 

The actual cycle begins with the planning stage. for that matter the first of the 

fieldwork"s related activities. namely action negotiotion (Al\) lays the ground for further 
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dcvclop111cnt or thc rcscarch process. This stagc procccds wi1h thc l'or111al planning 

arrangc111cnts ror thc rcscan.:h projcct and co11<.:ludcs with thc data collcction proccss for 

f'urthcr i 111plcmcn1at ion of thc Pl'vl S at p.,1. 

·¡ h1' i11r11/rmm1l 11( J> -1 i 11 !he n·.rea;¡/¡ /Jroirrl 
. r. 

lhis phasc bcgan by ncgotiating access to PA through a kcy facilitator. l'vlr. GB. 

chid. financia! ufficcr or Prod11c1os Ali111e111icios. by mcars or a frm11al \\Tillen 

co111munication and a follow-up informal intcrview. as prcscntcd in thc chronological 

account in Table 5.2-1 bellm, and thc corrcsponding detailcd Topic Guide I is rcf'crred 

in Appcndi.\ A. 

Spccial considcration was given to the personal and institutional links bctv.ccn 

this company and lhc rcscarch-host: ITESl'vl. On onc hand and as a direct rcsult or this 

acti vity thc rcsearch projcct cnsurcd PA 's participation obtaining thc Board·s Support 

ami ackncl\\ lcdgmcnt. dra\\ thc initial contrae\ conditions f'or Lhe rescarch program and 

cstahlishcd formal contacts within / 1/1 's hicrarchics. inslilutional bonds based on trust 

and mutual hencfit and thc corresponding operating links 

On thc othcr hand thc research team introduccd at PA the notion of the Sewnless 

l'i11eli11e. identificd the SCs under study. obtained an operational preview. rcassured thc 

nced for a balanccd PMS and gathcrcd insights into dTicicncy and cnicacy prohlems in 

P/J dueto possiblc disintcgration and or strategic misalignme11ts in the SCs. 

Id# Activity/ Type Date Contacts/Means Questions/ 
lssues Raised 

AN1 PA lnitial November Mr. GB CFO/ Letter • Cover • Consideration • First 
Conlact the 9th, 2005 Leller/ requesls of Mr. GB as a key AR Cycle. 

Participation in facilitator far the Planning 
Research Prg. research proqram staqe. 

AN2 PA Follow-up November Mr. GB • Obtains • Means far an • 1'' AR 
the 23'd CFO/Telephone PA·s participatiori inilial appointmenl Cycle 

Conversation / Brief overview direclly wilh FA Planning 
of problem of slage 
inlerest at PA • CARP 
which is FA Preliminaries 

• 1"' 
galekeeper 
clearance. 

Tahlc 5.2-1: Chronological account for Access Negotiation (AN Activitics) with PA 
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/)a/// Col!t·dio11 al J>. • 1 

Alter gaining formal access to work with PA ín this AR project, the following 

activitics wcre thc collection. initial feedback and data analysis for implemcnting this 

first planning stage. as summarized in Figure 5.2-1 bellow. 

POSSIBILITIES O F TRIANGULATION 

DOCUMENTARY 
WORK 

LOCATION 

1 
ISTRIBU'TIO 

VISIT 
CHANNELS 

AT FA 
BSERVATIO 

PLANNING 
STAGE: 

Alter lnitial 
Contact 
with FA 

1 
INITIAL INITIAL 

ANALYSIS FEEDBACK 

REFLECTION 
PREVIOUSTO 

FIRST 
BRIEFING 
MEETING 

Figure 5.2-1: Diagram showing the activities comprising the planning stage in the first AR cycle 

After the initial contact. Mr. IP, general director of FA. in his role as second 

gatekeeper. needed assurance about the benefits derived from PA 's inclusion in the 

research program. Mr. IP was asked to provide the research team with an ample and 

thorough overview of FA and PA, regarding vertical integration, brands and products, 

infrastructure. main concerns, organization and hierarchics. 

Complementing the information, data was collected trough informal interviews, 

observation and documentary work. This process was considered crucial for the futurc 

meeting with the Board and/or owners which would be decisive for PA 's engagement in 

the project. 
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Mental Map 2: A Summarized view of the first AR cycle 
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Thc activilics cncompasscd in this initial planning slagc. includc labcls IC 

(inilial contact). AN (Access ncgotiation). DW (documcnlary \\Ork). DS (distribulion 

channcls visits). BP (Board prcscnlation) and BR (Briefing mcetings) . A chronolngical 

account. \\ ith the resulls and implications of each activity in lhc AR projcct is shown 111 

Table 5.2-2 bellm, and thc corrcsponding Topic Guide 2 is rcfcrred in Appendi:\ A. 

esults AR stages 
supported by 

activity 
IC1 lnilial December Mr. IP General • Overview of • Preliminary • First AR 

conlacl with the 1'1 . Manager/ Meeting al Research Program/ Approval Cycle. Planning 
FA 2005 localion Overview of FA stage. 

• Second 
gatekeeper 
clearance. 

IC2 Localion December Operating managers • General Layout • lnilial • Firsl AR 
visil the 1'\ oí FA presentation and initial obse,vations/ Cycle. Planning 

2005 consideration for FA s inforr1al ,nterviews slage. 
operation wilh operating Preliminary 

man¡¡gers diagnoslic. 

• CARP and 
DARP ob¡eclives 
determinalion. 

DS1 Dislribution December Supermarkets/ • Observalion of • Observations • Firsl AR 
Channels 41t. convenience slores/ distribulion channels and of: Pmducls. Cycle. Planning 
(Fieldwork) th:ough corner s lores /mid- marketing conditions for prices and slage. 

12th, 2005 size wholesalers- FA producls and from marketing layouts. Preliminary 
distributors lhe competilion. • Conlexlual diagnostic. 

• Concern around information aboul • lnfo 
product availability. marketing confirmation. 

conditions. Limited 
sup~ly and variety 
of FJ1 ·s products. 

AN3 Approval for December Mr. GB • Authorization for • Approval for • FirstAR 
presentation the 51h. CFO/Telephone Board meeting pres ~ntation Cycle. Planning 
at the 2005 Conversation Presenlalion stage 
monlhly 
board 
meetinq 

DW1 Archiva! Oecember Annual reports/ • Financial/Operation • Contextual • FirstAR 
work 6'h public business reports from public information for PA Cycle. Planning 

lhrough data bases. information and FA. stage 
121h. 2005 

DW2 Context Decernber INEGI (nalional • Produclion. sales, • Contextual • FirslAR 
lnformation 6" accounts), employment, information for the Cycle. Planning 

tt1rough AMEXIGAPA (trade inlernalional trade, induslry. stage. 
121h, 2005 associalion 1 compelition 

BP1 Board December Board Meeling/ The • An inilial proposal • Authorization • FirslAR 
Meeting tlle 161h, board audience on a se measurement lo a 1alyze and Cycle. Planning 

2005 consisted of two syslem was made and salve problems on stage. 
members oí the MY • Further problems two SC: Sweet • Main ideas 
family (owners of the of the selected firm, Cockies and of the CARP are 
PA group), Mr. GB Fábrica de Alimentos a Car,füoard presenled. 
CFO, the General subsidiary of the group Exhibitors. • Clearances 
Controller Mrs. G, were raised. • Bases for granted. 
Mr. IP, olher • Preliminary drawing lhe • Data members of lhe 

presentation of the research contrae!. triangulation and directorale of \he seamless pipeline • Steenng confirmalion. 
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group and operating perspeclive. committee • Managerial 
managers of FA. • forma-:ion and concerns. hidden 

forma contact agendas and 
establishment. problems around 

lhe human 
dimension 
(hierarchies) are 
revealed 

• lnitial 
reflection around 
problems al PA. 

• Groundwork 
forthe DARP 
Proposal 
clarification. 

BR1 Briefing February Mr. IP Director of FA • Briefing for project • verbal • FirstAR 
Meeting the 71h, and chairman of iniliation/ logistics of the contrnclual Cycle. Planning 

2006 working committee/ meeting. agreement for stage. Delalls 
Meeting research/ arrangement. 

observations and lnitial problem 
commenls by the clarification. 
working lmplications for 
committee the DARP were 

idenlified. 
BR2 lnitial February Mr. IP Director of • Planning session • Agreement • FirslAR 

meeting the 71h, FA. Mr. F, from for the CARP. over supply Cycle. Planning 
with the 2006 Product • Scope of the chain, under slage. 
designed Distribulorship, Mr. project. study. Operational 
working JP, from the • Formal • Performance definitions. 
commitlee Packaging Company establishment of the measures, Purpose. melrics. 

, Mr. TB controller of working committee. analylical measurement, 
FA and Mrs. D, chief 

Communication framework using schedules. 
accountant ror FA I • 

channels DEA. • Action 
Meeting • Data stage: • collec:lion, conformation of 

analylical the performance 
proce·dures, measurement 
periodicity and system. lnitial 
schedule of researcher's 
activities, team 
delivmables and recommendations 
other basic forPA. 
working 
aqreements 

Table 5.2-2: Chronological account ofthe planning stage in the first AR cycle 

The main objectives of these activities were: 

a) Establishing real contact with the designated chairman of thá! working committee and 

the basis for a contractual agreement ruling over the research program 

b) Obtaining a general view of the subject of study (FA). from the perspective of its 

general manager by means of an in-depth interview 

c) Identifying beforehand the corporation's main concerns towards FA and its 

confirmation in a preliminary briefing 

d) Laying the foundation for the Board Meeting Presentation 
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e) eonfirmation of the perspective provided 1hrough obscrvations. brief inrormal 

interviews \\·ith operating FA 's managers and documentary work (Possibility for 

triangulation) 

The key results of th is stage revolve around four issues: 

l. PA's engagement: Regarding lhe eJ\RP. in this proccss. an agreement \Vas reached along 

basic coordination principies. formal and real contacls. ses und.:!r study. project logistics 

anda formal agenda. Problems with FA were identilied in the course of action and hidden 

agendas were discovered. The common !heme was reluctance. hicrarchies and resistance to 

change. lncidentally. from the beginning. the researcher"s leam and the working committee 

cngaged in a thorough discussion about the adequacy of vertical control strategy exe11ed by 

PA. Moreover the notion that VI continued to be a sound stratcg:,· for F.-1. as opposed to a 

SCO approach. in the future was severely challenged by the researchcr"s tcam. Nevertheless 

and alter some discussion. PA ·.1 involvement in the projcct was formally authorized by the 

Board. 

2. Fábrica de Alimentos · operation understanding: This stage provided valuable insights about 

products and brands. marketing strategies. factories. production and layouts. distribution 

and clients. Managerial concerns were hinted and real operative concerns were somehow 

identified, regarding sales variability and sales forecast problcms. Formal briefing allowed 

the identification of IT and PMS problems. In the proccss thc· presence of adversaria! 

transactions was identified. This stage included also the initial de·'initions for se selection, 

mapping and the proposal of an initial performance measurement system for PA. 

3. Distribution Channels: The presence of a deliberate marketing strategy based on resorting to 

lowly integrated regional wholesalers was identified as a countencting measure aiming to 

delay SCI. Problems such as sales variability and seasonality as well as non-deliberate 

promotions based on quantity discounts arose. Other problems in distribution relate to 

foreign markets not satisfactorily catered by PA, reliance on an uncontrolled sales-force, 

dominance by world class retailers and marketing through generic brands with null 

advertisement and positioning. Neglecting the marketing strategy. on behalf ofthe board of 

directors proved to be a costly decision for the competitiveness of FA. 

4. And last, Competition (Markel) Facts: Regarding this issue, it was found that competitors 

rely on homogeneous price and products, yet differentiated trough stronger brands and 
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reputation. better cxhibition space in retail outlcts and improved packing and advertisíng. 

Some competitors rcsorted to níche markets -not hig enough to attract the crowd- such as 

hcalth-conscious consumers an,llor franchise products. 

C1'11,'ral Co11.ritl<'mtio11.r i11 th<' bla111li11p .rtmi,' 
r ' ry 

Under a collaborative approach bctwcen the manager and the researcher"s teams. 

a preliminary analysis or the data collected in this stage rccognized thc adoption of a 

vertical control stratcgy on behalf of PA and identitied one of thc managemcnt"s 

concerns. namely that the recurrent volati le and decreasing demand on FA 's products 

and the derived inc fficicncies and lmv performance. raised serious concerns in top-leve! 

managemenL otherwisc contempt with ovcral I performance of I' A. 

Even more. increasing competition from world-class rivals and the impossibility 

to distributc its brandcd products ovcr a SC dominated by glcbal rctailers raised the 

issuc. among the board members. and leading them to retlect about whether to modify 

or even discontinuc opcrations in FA. 

After sorne thought, around those issues. the researcher"s team suggested. before 

the working committcc. two venues of work: a) The continuation ofthc PMS design and 

implementation processes for FA 's supply chains and b) the stat istical analysis of sales 

figures undcr a time series approach, with a future forecasting perspective. 

Moreover and with the proper formality regarding the CAR project, the steering 

committee, jointly with the researchers team, acting as consultants, formally detined the 

relevant issues around I' A 's engagemcnt and agrced on the design of a new balanced 

PMS for the supply chains identified with numbers one and two as above, where PA '.\' 

subsidiaries: I'D. FA and Packaging Co. operated under a vertical hierarchy. 

·¡ he co11m1Tml t,/a1111i11v /Jhase (or !he 0 / J RP - ~ c, r . 

The mam objectives of the DARP under the first AR cycle were: The 

claritication of the research questions, refinement of methocls and procedures and 
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prcliminary data colleclion. clements lhat concluded in a fórrnally approved dissertation 

proposal. 

The prc-understanding slage provided the rcsearcher"s leam with thc practica! 

notion of' thc "Sew11/e.1., .rnpp/y cho in". the contextual information for PMS design and the 

most necded consultant"s pcrspcctive for entering into a SCI project based on the AR 

mcthodological approach. 

The planning and dcsign stages. based on a reflection process between thc 

rescarchcr"s tcam members. involved the definition of the rescarch problem. thesis 

design and rationale. literature review. internet search. justification. methodology. 

activitics suggestcd and schcdulcs. 

The literature rcview provided the foundation of the thcoretical approach of SCI 

bascd on lhc mulli-dimcnsionality of integration. as expresscd in chapter three of this 

document. The interaclion with the managerial team allowed both, motivation for and 

the clarification of thc SCI problcm and laid the ground for the dissertation proposal. 

'/hf .11'm11d J/c{~e: .·1dio11 i11 !he ./JR pmjerl 

Thc first transformation stage of the AR project deals directly with lhe 

establishment of a performance measurement system across the supply chain in ordcr to 

determine cfficiency and efficacy of FA along the two SCs selected. This -action- stage 

rcquired close collaboration with the firm's key actors for data collection, PMS design 

and implementation. For that matter, jointly, the managemcnt and rcsearcher's teams 

engaged in the design of a strategic PMS. A graphical perspectivc of the action stage in 

the C ARP is providcd on Figure 5.2-2 bcllow. 

Originating on the information collected at the pre-understanding stage. the 

literature review and the thorough interna! discussion of the working comm ittee 

regarding available measures along the agents mapped in the SC two following 

measurement categories were initially selected: Level of service and supply cha in cost. 
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Figure S.2-2 Diagram showing the general activities comprising thc action ,aage in the first AR cydc 

Thc data rnllcction proccss includcd activilics DC I through DC6. as shmrn in 

Table 5.2-3 as wcll as a summarizcd version ofthc action slagc of Lhc ARP Lhal is found 

in Lhc Mental Map 3 bcllmv: 

ults AR stages 
supported by 

activity 
DC1 Data Collection February Mr. TB • Performance • Jan Jary 2006 • First AR cycle. 

aboul lhe 11 1h . (Conlroller)/e-mail - dala for FA and Figures provided for Aclion slage. PMS 
performance 2006 telephone informal itemized financia! both requests/ implementation in 
measures for inlerview informalion for FA/ • Cor1menlaries focal firm. 
FA inquiry aboul the over lhe data 

dala colleclion galhering process 
process and ERP 
syslem 

DC2 Data Collection February Mr. JP (Packaging • Requesl far • JanJary 2006 • Firsl AR cycle. 
aboul Jhe 13'". Co)/e-mail performance dala Figures provided far Aclion slage. PMS 
performance 2006/ and itemized both reqL ests implementation in 
measures far February financia! first-tier supplier. 
Packaging Co. lhe 1511', informalion far 

2006 Packaqinq Co. 
DC3 Data Collection February Mr. F (PD)/e-mail • Performance • January 2006 • Firs\ AR cycle. 

about Jhe 11 11', data for PO Figures cboul Aclion stage. PMS 
performance 2006 performance implementation in 
measures for first-tier customer. 
Producl 
Dislributorship. 1 

1 

DC4 lnformalion Feoruary Mr. F (PD)/e-mail • ltemized • lnícrmalion • Firsl AR cycle. 
Requesl: 13"'/ 14"'. Financia! denied (E ither non- Action stage. PMS 
llemized 2006 iníormation for PO existenl or implementation in 
financia! classifiec) agreed first-tier customer. 
information for wilh the lloard • Hierarchical 
PO Director, Mr. MY problems observed. 

• Financia! 
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inlormation denied. 
DCS Financial data February Public accounting • General • lnfor nalion • Firsl AR cycle. 

collection for 151h. records prolitability obtained and Aclion stage. PMS 
PO 2006 measures for PO applied in lhe implementation in 

requested measuremenl firsl-tier customer. 
system • Supplementary 

data collection 
required. 

DC6 Data colleclion February Mr. F (PO) and Mr. • ltemized • 1 nfo obtained • Firsl AR cycle. 
aboul sales: the 171h, IP (FA) /e-mail sales and demand about mor,thly Action stage PMS 
Actual and 2006 forecasts figures itemized figures as implementation in 
forecasled lor requesled requested focal lirm and first-
PO and FA lier cuslomer. 

DA1 Dala Analysis February Researcher • DEA modet • Supply Chain • First AR cycle. 
over 121h Analysis and sales performance results Analysis-
performance lhrough forecasts using and sales forecasts. Observation stage. 
measurement 181h. time-series • Bullv,hip effect lnlormalion review 
and sales 2006 methods. detected. and analysis. 
lorecasl • Results of \he 

CARP projecl lor 
discussion in the 
working commillee. 

• Triangulation 
and confirmalion 
wi lh contextual and 
preliminary 
information from 
previous activities, 
included above. 

Table 5.2-3 Chronological account of thc data collection process in the first AR cycle 

At this point, the CARP was oriented towards mapping the relevant portian of 

the SC devising a simple -yet integral- supply cha in PM S based on the Data 

Envclopment Approach (Chames, Cooper et aL, 1978). lt included both, operational 

and tinancial measures using available homogeneous data for the channel members 

under VI control and provided certain guidelines towards the possible elimination of 

waste and inefficiencies in the supply chain. 

At the beginning four measures were defined: Deliverie, on-time, deliveries in 

full. Delivery in full & on-time (DIF07) and operating margin. In the case of chain # L 

eighteen strategic business units (SBU 's) under VI control werc included. as were 

eleven SBU's under chain #2. lt is important to mention that only the SCs where FA 

was considered to be the focal firm were studied. 

Regarding the action stage m the DARP. its mam purpose was the further 

clarification of the research problem. Activities under this heading included both, the 

initial field-work ancl the review of literature. The candidate possessed initial theoretical 
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perspectivcs. based on a) the multi-dimensionality of intcgration. as expressed in 

chapter thrcc and b) an evolutionary theory for addressing SCI problcms at FA . 

Furthermorc in his study about SCI. the candidatc continucc to search for familiar 

characterizations of such settings in what is called rcsearch-drivcn initiation (A vi son et 

al.. 2001). 

The rcsult of the action stage in the DARP was a draft of a dissertation 

proposal for evaluation and reflection inside the researcher"s team. and its possible 

approval by the appropriate disser1ation committee. 
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Thcse stages in the C ARP include the analysis and cvaluation rcsulting from the 

PMS implcmcntation across lirst-tier customers and supplicrs in thc two SCs under 

study. The managerial and researcher"s tcams participatcd in a preliminary discussion 

about PMS compliancc. attempting to identify possiblc sourccs of divcrgence from 

standards and suggestcd some short-tcrm corrective mcasures . .'\ graphical perspective 

is found in ligurc 5.2-3 bellow 

In thc case of the DARP. based on the CARP"s results. confirming operational 

problems tor FA. mostly dueto SC disintegration, and with thc aid of a larger stream of 

litcraturc. thc rcsearcher·s tcam·s original idea about measuring efficiency and efficacy 

in thc SC evolvcd towards the possible application of SCI as a suitable tool for solving 

FA'.\· compctitiveness problcms. At this point. both. thc thcoretical and practica! gaps 

rcgarding guidelines for SCI were confirmed. and thc rcscarcher·s team eventually 

attemptcd to rcorient thc DARP over this ground. A summary of these stages is shown 

on thc Mental Map 4. 

HETEROGENEOUS 
ERFORMANCE 

INEFFICIENCIES 
INEFFECTIVENESS 
DELAYING 
TRATEGIES 
OW INTEGHATION 

/ 
PRELIMINARY 
REFLECTION 

ABOUT 
RESULTS: 

DIVERGENCE 

OBSERVATION 
AND 

REFLECTION 

•REINFORCED USE 
OF PMS 
•TIME SERIES 
FORECASTS OF 
SALES 

BULLWHIP 
EFFECT 

TOOLS FOR CORRECTIVE ACTION M 

Figure 5.2-3 Diagram showing the general activities comprising the obscrvation and reflection stages 
in the first AR cyde 
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< )/1.1ff!'tl!i1111 al!(/ rr!lt'dio11 in !he C. -1 /{¡> 

Thcsc stagcs includc the following three licld-work rclated activitics. namcly 

DJ\ l. RI- 1 and RF2 as shown in Table 5_2-4 bellow: 

10# Activity/ Type Date Contacts/Means Questions/ lssues Results AR stages 
Raised 

1 
supported by 

activity 
DA1 Data Analysis February Reseélrcher • DEA model • Supply • FirstAR 

over performance 1211' Analysis and sales forecasls Chain cycle_ Analysis-
measurement through using time-series perfJrmance Observation 
and sales 18", 2006 methods_ results and sales stage. 
forecast forecasts_ lnformation 

• Bullwhip review and 

effect detected. analysis 

• Results of 
the CARP 
project for 
discussion in 
lhe working 
committee 

• Data 
lriangulation 
and 
confirmation 
with contextual 
and preliminary 
information from 
previous 
activilies, 
included above. 

RF1 Preliminary February Mr. TB (FA • Comments • Personal • FirstAR 
reflection over the 1811'. controller & and observations pe -spective from cycle. 
the efficiency in 2006 operative key aboul lhe PMS and thE, operative key Observation-
bolh SC's contact)/ meeting sales forecasts/ co 1tact. analysis/ 

and informal • Operative • Observations refleclion 
interview_ problems and on main results in stages .. 

limitations of the PMS. • Additionaf 
information • Extensive managerial 
provision by the explanation of concerns and 
ERP. m,,asures and issues were 

re,ulls. raised_ 

• Problems 
arising and 
liriitations of the 
PlvlS detected 

RF2 Preliminary February Mr. IP (FA) /e-mail • Brief • Request for • FirstAR 
reflection over the 23'0 , and telephone comments about a formal result cycle_ Reflection 
the efficiency in 2006 con versation results pr esentation stage. 
bolh SC's_ meeting Managerial 

concerns were 
raised within the 
working 
commillee .. 

• Managerial 
and 
researcher's 
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1 1 

Table 5.2-4: Chronological account for observation and reflection activities m the CARP 

Ki:r re.111/t.r o[lhe ohsermtio11 a11d 1~f/edio11 slme.r i11 1h1' C · IR/> 

teams proposed 
sales lorecast 
with additional 
dala. 

Thc results from the analysis were presented at a formal meeting and showed 

thal even-though FA complied, on average, with the norrns, na.nely deliveries on time 

and deliveries in fulL al pre-determined levels of 95%, there were times when whole 

orders could not be fulfilled due to excess in PD 's inventarie~. Those situations were 

clearly idcnlified and discussed upon inside the working committee. 

After additional analysis -as agreed by the working committcc- data rcvcalcd 

the existence of the bullwhip eftect for both supply chains. Tcchnically this means that 

the inforrnation lransferred in the form of orders tends to be distorted and can rnisguidc 

upstream memb,ers in their inventory and production decisions (Lec et al., 1997). In 

particular, it was found that the variance of orders for FA was larger (in the arder of 

30%) than that of sales, and such distortion tends to increase as one follows upstream. 

leading towards excessive costs, conflict across channel rnembers and incentive 

m isalignrncnt, al I characteristics of loosely articu lated functions at the lowest end of the 

cvolutionary continuum of integration Stevens ( 1989). 

The working committee engaged in the process of devising better solutions for 

counteracting the bullwhip effeet. As a result, the CARP presented alternative forecast 

estimations based on time-series methods, attempting to smooth the variation between 

production and stocks. In the process it was evidenced, that the problems caused by 

adversaria! transactions across the chain. In addition, demand variability and limited 

forecasting capabilities, required closer attention from top-leve( management and 

suggested stratcgic organizational changes, regarding the adc,ption of a more systemic 

approach towards SC operation and a distribution function reorientation in favor of 

highly integrated channels ancl differentiation through stronger brands and corporale 

reputation. 
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Oh.rerration l//1(/ ffjledion i11 ¡/,,· I) · 11{/> 

As part of the dissertation proposal dcsign. thc rcsearchcr·s tcam cngagcd in a 

discussion in ordcr to arrive to an initial conscnsus for projcct scope. The necessary 

interaction between both stages of action rcscarch lcad thc way for reorienting the 

DARP from thc initial attempt to map and mcasurc SC performance to the study of the 

implementation of SCM initiativcs. particularly SCI. since this pcrspcctivc secmed a 

su ita ble tool for addrcssing the complcxity of the SC problems or PA. 

Moreover. thc observed difficulties arising from the possible orientation of FA 

towards a SC approach. not only from the technical but specifically from the 

hierarchical perspective. oriented the retlection process towards the necd for a 

prescriptive model for SCI aiming at VI firms: A nced contirmed through thc extant 

stream of documental accounts rcviewed. 

Furthermore. as per suggestions in the I iteraturc. and idcntitied in practice at PA. 

(Compare Mental Map ./ above). four questions. to be answered by managers regarding 

SCI implementation arose: 

1. Whorn must the finn integrate with? 

2. What inlormation must be shared? 

3. What processes are going to be integratcd? and ovcrall, 

4. How much integration is required (intensity)'? (Frohlich and Westbrook. 2001) 

The consideration of possible applications of an SCI framework in other settings 

motivated the research team to continue with further engagemcnt in this field . 

Ksr m11/ts q(tlx !)_ ·J F.P's ohsm·alion t1JI(/ nJ!ect1on slme.r 

In the case of the DARP cycle, the modifications to the proposed research 

program and the dissertation initial document were properly approved. both by the 

steering committee at PA and by the dissertation committee at the research-host 

institution on August, 2006. 
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. \ l 011ilor 1111'/a-.11,,p: 

The insights obtaincd in the prc-understanding stagc. thc literature rcview. thc 

practitioner·s pcrspective of intcgration along with the expericncc attained through the 

concurren! AR cycles. allowcd the rcscarch tcam to confinr1 the gap. both in the 

literature and in practice for a prescriptive account for SCI a,2complishment. In that 

scnsc a strong nccd for a prcscriptive model that could oricnl managers in thc SCI 

proccss. and for thc spccific case of VI firms was both identilicd and clcarly cstablishcd. 

laying thc ground l'or thcorctical advanccmcnt in thc licld of SCI. 

For that matter thc initial rcsearch bascd on SC ma¡:;pmg and PMS design 

cvolvcd towards lhe study of SCI. considered to be a suitable tool for diagnostic and 

in1lucnce over F11 ·s ailing opcration. A summarizcd version of the Monitor Meta-stcp 

slep is shown on thc Mental Map 5 bcllm,: 

'i .. "'i Reinforcing the rescarch proccss: The sccond AR cycle 

The main objectives ol'thc sccond CAR projcct"s cyclc wcre to dcvelop a bcttcr 

undcrstanding about thc SCI process. propose improved information requirements for 

SCI and furthcr advancement of thc SCO perspcctive for FA ir: the top-managemenCs 

111 indsct. 

The means for accomplishing such goals were: 

a. Trough the analysis and discussion of lhe proposed supply chain performance 

system for (FA) based on data envelopmcnt and its po,sible extension over the 

whole VI group. and 

b. A SC interna! coordination attempt based on time series demand forecasts sharing 

across key channel members. 

Whereas thc objective of the DARP"s second cycle. was the application of the 

knowledge obtained in the whole process, to the design of a congruent prescriptive 

model for SCI in the particular case of organizations under vertical control. 
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i\lh:r thc cxpcricncc ohtaincd in thc lirst cyclc ami scquentially. thc i\R stagcs 

rapidly succccdcd. Thc initial licld-work rclatcd activitics includ:d -as jointly rcqucstcd 

hy thc \\orking committcc and thc research tcam- a data cxtcnsion amJ rurthcr analysis 

for implcrncntation of a PMS anda sales forccasting systcm. as shown in Tahle 5.3-1 

hcllow. 

ID# Aclivity/ Type Date Contacts/M eans Questions/ Re ults AR stages 
lssues Raised 1 supported by 

activity 
OC7 Addilional February Mr. F (PO) and Mr. • lnformation • Complemenlary • First AR cycle. 

informalion lhe 2011
' / TB (FA) /e-mail requesled informalio 1 provided Observation stage. 

requesled February for lhe firsl AR cycle Complemenlary 
aboul sales lhe 28"'. (dala extension informalion 
(2000-2005) 2006 provided 
and 2006 
updates 

BR3 Briefing March lhe Mr. lP (FA)/ • Briefing/ • Per~ pective • First AR cycle 
Meeting/ 8"'. 2006 informal interview informal inquiry írom lhe chairman of reílection slage and 
lnterview aboul lhe results the working Second AR cycle. 

commilten. Leads Planning slage. 
the way for the • Informal and 
second A~ cycle. preliminary 

re flection around 
CARP and lnitial 
discussion for 
further aclivities in 
lhe AR orocess 

RP2 Preliminary March the Mr. IP (FA), Mr. F • Reflection • Intense • Firsl AR cycle 
results 8"'. 2006 (PO), Mr. AP about the overall Refleclion around Refleclion slage. / 
presenlation (Packaging Co), performance of lhe perfmmance Leads the way for 

MRTB(FA)/ SC/ measures results. second AR cycle. 
Formal Working committee • Additional • Need for more • Managerial 
conclusion of meeting Performance information over an and researcher's 
First AR cycle/ informalion extendec period teams joinl analysis 
beginning of requested for • Presentation of of initial CARP 
Second AR year 2005 and lhe SCM and SCI results. 
cycle February perspect ves. • Organizationat 

• The seamless change lowards 

pipeline model. seo is formally 

• An inilial suggested for PA. 

approach lowards • Researcher's 

Supply Chain recommendations 

Orientalion (SCO) for further PMS 
advancemenl/ 
confirmalion. 

• (additional 
dala) 

• Basis for AR 
meta-steo 

OC8 lnformalion March Mr. IP and Mr. TB • Additional • lnf)rmation • Second AR 
request 24'h (FA), Mr. F (PO) information providecl cycle planning and 

through and Mr. JP request action stages. 
April 21 '·' (Packaging Co)./ e- • PMS 
,2006 mail implementalion with 

enhanced data. 
OA2 Dala Analysis ~1arch Researcher • OEA • se • Second AR 

over 24"' Analysis framework and performance results cycle analysis-
performance through sales forecasts and saltis forecasls. observation stage. 
measurement 18"'. 2006 
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and sales 
rorecasl 

using lime-series • Bullv1hip effect Results coníirmed 
melhods. detected. 

Table 5.3-1: Chronological account for additional data collection and analys,s 

Derived from the rellection process. both the research ami the management 

teams rcquested an cxtension of the time-frame under study in order to analyze the 

stability of the PMS and the design of a better sales forecast systcm based on time series 

methods. The add itional information was agrecd upon. and the col lection proccss was 

arranged. 

After the analysis of the collected data, both tools the DEA-based performance 

mcasurement system and the time series sales forecast. confirmed the initial findings 

rcgarding opcrating inefficiencics at the corrcsponding SCs and the occurrence of the 

bullwhip effect. and in turn werc presented to the proper authorities at />A. 

Al that meeting. (RP2 aclivily in 1ah/e 5.3-/ ahove), thc ,.:onsidcration about thc 

pcrsistence of the bullwhip cffcct in Ses # 1 and #2 laid 1he ground for intense 

conversation inside the working committee. lmportant deviations from the level of 

scrvice norms from key channel members caused stressful discussions. retlecting 

hierarchical problems on one hand, and serious issues such as misguiding incentives and 

strategy m isalignment across thc ses, on the other. 

lmmediate kev re.111/tsJor the sem11d ~yde q[(>lHP 

In general it can be asserted that the second cycle aimed at gcnerating a process 

or systemic awareness across PA, trying to understand the origins of performance 

divergence across the SBUs. As it could be observed, managers clearly took note of the 

problems and considered the possibility to find alternative solutions. by reconsidering 

the persistence of VI as a deliberate strategy. This approach was confirmed, off-the­

record. through further informal communications with me:nbers of the working 

committee. 

The main results of such projcct were: The elaboration of a time series forecast 

of demand, the mapping of the supply chains for FA and as expected, the initial 
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adoplion or a collaboralive pcrf"ormancc 111casure111ent systc111 based on DE/\. usmg 

both operational and financia! rncasurcs. 

Both thc PMS and Lhe sales forccast systems ,,ere tra,dcrrcd by thc rcscarch 

1ca111 through thc logistics department of J>A undcr thc crnrnna 1d of Mr. S. and werc 

c:-.;pcclcd to be shared among Packaging ( ·o. F..I and J>D. a1tc111pling an initial 

integration initiativc. lis potcntial use at other PA ·s business scgments would be givcn 

f'urther considcration. 

RP4 Model and 
forecas\ sys\em 
\ransler over PA 

October \he 
27"'. 2006 

Mr. S (Logistics PA) • Model 
\ransfer over lo 
PA 

Results AR stages 
supported 
by activity 

• lns\ructions 
fc,r the PMS and 
sales lorecast 
rE,sults. 

• lmplicalions 
lu daily operalion. 

• 2nd AR 
cycle. Action 
stage. As a 
resul\ of 
steering 
committee's 
clearance lhe 
PMS was 
formally 
implemented. 

Table 5.3-2: Chronological account of the process of CARP's knowlc<lgc transfer to PA. 

The conc I usions of' the C ;\ R project questioncd basic managcment attitudcs 

regarding PA 's vertical rule over FA and lead to 111anagcrial reflection around thc 

adoption of'an SCO perspcctive. not only ofFA. but orthe ,vhole VI group. 

·¡ h,· ;ilm111i11v .1!,1!'1' /or !he /) J J{JJ 

;\s the original idea of' thc research was modilied towards the design of' a 

prescriplive model for SCL as shown in its summarizcd account in Mental Map 6. this 

stage rcquired an initial asscssment of' the availability of' the contextual infor111ation 

surporting: a) Thc conccpt of multi-di111ensionality of' integration. particularly in the 

case of thc VI firm. as prcviously identificd and b) a contingency pcrspective acting as a 

modcrator of the intcnsity of the intcgration process. as il was st ggested for both issues 

by lhe litcrature revicw. and contirmcd in thc pre-understanding and lhc observation and 

rcflcction stages e f thc tirst Ci\RP cyclc above. 

For that matter the objective at this point was to obtain se-cond-hand information 

about thc industry and J>A rclatcd data. This stagc bcgan with the delinition or 
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1 
1 

1 

1 

inlúnnation rcquirerrn:nts and conlinucd \vith thc collcclion of datn in order lo cvaluatc 

integralion frorn 1his pcrspcclive. 

The aclivilies included in lhis stage are shmrn in lhc f'olhwing Table 5.3-3. and 

lhc corresponding Topic Guidc 3 is rclerred to. in /\ppcndix /\. 

Financial/Operalion 
reports lrom public 
informalion informatiJn for PA 

and FA. 

• Second AR 
cycle. (DARP) 
Observation-
analysis 
(complemenlary). 
lnformalion 

~3a)-
, Context : Feb INEGI (nalional • Production. sales. • Coinplemenlary 

• Confirmalion ¡ 
around changes 1 

in strate 
~----< 

• Second AR 
lnformation march accounts), 

2007 AMEXIGAPA 
(trade 
association) 

employment. 
international lrade. 
compelilion. 

conlexlu.il 
informati Jn for the 
induslry. 

Table 5.3-3 Chronological account of thc complementary documcntary work 

cycle. (DARP) 
Observation­
analysis 
( complementary). 
lnformation 

• Confirmalion 
around changes 

__ ~ stralegy. 

Thc fol lmving second-hand sources of in formal ion such as: 1 N EG l. US 

Fconomic l3ureau. /\MEXIG/\P/\ ,md Secretaría de Economía as well as lnl'osel. Dow 

Jones PR Wire. I'A ·s annual rcports. Fdgar-SEC. EBSCO. Lexis-Nexis and Tradc Prcss 

\\'ere consulted. Thc rcsults relate to the multi-dimensionalily appraisal or /'A as a VI 

firm ami are presentcd in thc l'ollowing scction. 

c · lptmli.1i11e !hcJ!mr dimm.rio11.1 o[ 1 ·e,Jiml l 11/e[lm/io,1 i11 !ht' (are o[ J) · l 

Following 1-larrigan ( 1985). the four dimensions of VI: Stagcs, breadth. degrees 

and forms. \\Crc studicd for diagnosing the initial lcvcl of vertical control of Productos 

Alimenticios as participating. through its subsidiarics 1-A. I'D and JJackaging Co. in the 

t\\'O supply chains where F1 . octually operates as thc focal firm. 
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. f¡,!~n o/i11tr.~1,1lio11 

The dimension or stages of integral ion refcrs lo lhe number of slcps in the cha in 

of proccssing which a lirm engagcs in (from ultra-raw materials to thc tinal consumer). 

Whcn lirms integrate up-stream is called backward integration and whcn they integrate 

downstream is callcd forward integralion (Harrigan, 1985, p.399}. 

In supply chain # 1 -CarJboard Exhibitors- PA engages in two stages upstream -

llour supply and packaging materials- and two downstream -some transportation and 

marketing-. Fáhrica de Alimentos is both. the focal firm, and lhe relevant SBU in this 

cha in in chargc of the wholc manufacturing process. Distribution to the end-customer is 

made trough low-integration dislributors that mostly caler neighborhood stores as 

presented in Figure 5.3-1. 

Moreover as sccn in Figure 5.3-2 bellow. in the dislribution of the sugar cookies, 

as hclonging to SC# 2. lhcrc are two quite dislinct channcls. The first channel, under 

study. distributes in-house lhrough PD. The second onc. mcntioned for rcference only 

uses the distribution channels of a world class retailer. Evcn lhough this last segment of 

the SC would not be analyzed. it is important to mention that it is the world-class 

rctailer that becomes the focal firm and organizes production. In se # 1, it is clear that 

PA is fully vertically integrated. whereas in se #2, VI is conclusive only in the first 

channel. since in the second one, the retailer takes advantage of the vertical control 

e:xcrtcd by the PA over its subsidiaries. 
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Ultra-raw J 
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Cardboard Exhlbltors 

•••••m '""''''." 1 

Externa! purch,ises 

Figure 5.3-1: The stages dimension of SCI adapted from (Harrigan, 1985). SC #1 
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Packaging] 
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i-----t Manufacturo~ 
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SBUund1~_. 
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1----4 Marketini] 
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Adversaria! Transactions ' Neighborhood 

Other 
materla'9 

and comer stores 

Under Vertical Contro:i of 
dÍ r "2T.r, ' ' J 'rcar,ctc.¡ <YC.nmentzac.Ji 

Supply Chain ~ 
Simple baked sn ~ 

Contractual exchanges 

Organizes the SC 

Channel 2 
Focal firm 

lntra-firm itransfers 

Externa! purchases 

Figure 5.3-2: The stagcs dimcnsion of SCI adapted from (Harrigan, 1985). SC #2 

A comparison of both SCs shows that in the chains wh1~re FA operates as the 

focal firm -that is se# 1 and se #2 under PD ·s distribution, all rdationships even those 

among subsidiaries. are based on adversaria! transactions. lts predominant distribution 
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strategy is to resort to lower integration level \vholesalers. with the corresponding 

inefliciencics and sales variability, expressed abovc. 

Whereas in the second distribution channel. Figure 5.3-2. the world class rctailer 

determines membership and provides the guidelines for operatlng in the chain. Given 

the impossibility of marketing its brand at the retailer's channel. FA forfeits its decision 

rights and becomes a simple supplier in this segmcnt of thc chain. yet it operates 

cfficiently cnough to be considered for continuing membership, as dccidcd by thc 

retailcr in its integrator role. lnterestingly enough. FA. dcspite compliance with the 

retailer's norms -as it was conlirmed both by Mr. IP and by thc factual markct 

conditions- did not consider the SCM experiences obtained in this process and hence 

did not applied them where it became -in turn- the focal firm. 

Thcreby channcl I as opposed to channel 2 of the second se -and for that nrnttcr 

the operation of se # 1- represent examples of importan! rnissed opportunities for 

rcoricnting PA 's marketing strategy and probably benefit from larger scale operations 

under the retailer's distribution channel. This instance was considered as the basis for 

the researcher' s team suggestion for a SCO approach and J'or a reorientation of thc 

marketing strategy in favor of stronger brand and product di ffrrentiation. and changcs in 

the distribution function. 
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Breadth of intcgration refers to the way that companics define the boundarics of 

the firm. That is the number of activities that the firm perf'orm in--house at any particular 

level of the vertical cha in. (Harrigan. 1985. p.401) 

The measuremcnt of the breadth of intcgrated activitics. rcfers to thc parent 

company exerting vertical control and was derived initially from an instrument based on 

the concept of business segments (Davis and Duhaime. 1992). The Securities and 

Exchange Commission divides each company into business segrnents. each having one 

or two businesses as rcferenced in the F ASB rules of 1976. Businesses are defined in 

terms of 4-digit SIC codes. The authors suggested that whcn a segmcnt has two or more 

SIC codcs (1h01 is 1,rn h11.1im:sses) and the first two digits or both SIC codcs are diffrrent. 

thcn vertical integration can be rcasonably assumed (Davis and íluhaime. 1992). 

Moreover. Mpoyi (2003. pp. 47-48) developed an index of vertical integration 

using the concept of business segments. Accordingly. the index of vertical integration 

was calculated as the ratio of the number of vertically integrated segments over the total 

number of segments. From the corresponding Table 4.3-1 abovc. in the case of I' A. the 

index is 0.5 (four out of eight segments), revealing high leve Is of VI. 

Degree of integration, relates to the proportion of totcil output that an SBU 

purchases or sells to its sister SBUs. In the case of se # 1. Fábrica de Alimentos buys 

most of its flour supply and packaging material needs to I'A ·s subsidiaries and sells the 

totality of its production to its sister SBU ''I'roducts Distrihutorships'·. In se #2, 

provision of tlour is the same. but packaging materia Is are bought generally outside the 

firm. In the first channel, downstream, FA sells ali its prodtction in-house. but in 

channel two, most of thc output goes directly to the world-class r,~tailer under its generic 

brand name. 
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Thc last dirncnsion. fonns. relers to thc owncrship status of SBUs undcr vertical 

control. J>A cxplicitly prcfcrs to cxert full owncrship ovcr its subsidiarics. as cvidcnccd 

in the table 5.3-4 bellow: 

Subsidiaries of 
1 

~roductos Alimenticios 
Company Names Country Owned 

National Flour SA de CV Mexico 99 . 8 0 % 
Productos Alimenticios Corporation SA de CV Mexico 99 . 99 % 
Commercial services of Toluca SA de CV Mexico 99 .99% 
Fábrica de Alimentos SA du CV Mexico 9 9. 72 % 
Product Distributorship SA de CV Mexico 99 . 93 % 
Grain Mills SA de CV Mexico 93.74 % 
Real State ofToluca SA de CV Mexico 99 . 00 % 
Productos Alimenticios de Guatemala Guatemala, CA NA 

Table 5.3-4: Productos Alimenticios intcrests a<lapted from Thomson Financia!, "Thomson Extel 
Car<ls Datahase" in Lcxis-Nexis Aca<lemic Univcrse, accessed on the 271h l)Í March, 2007 

In .1HJ>rol1 11(1/1(' lll11lti-rli111m.rio11t1!itr 11[i11f,·¡,rr1!io11 /)('J:rp,·dir,· 

As evidcnced in thc documentary information collected and alter the analysis of 

the four dimensions of ve1tical integration as they are applied to PA, the claim that thc 

corporate group cxhibits a high-level of vertical control over the two chains considered 

in this study for their analysis. is supported. 

In particular the relevant SBU in this case. Fábrica de Alimentos, as part of 

corporate strategy, fully operates under the control exertcd by the parent company. PA. 

l1dor111alio11 iilentzlimtio11: ·l.r.1essi11g the (011ti11gc11c1• a_pproach ofi11te~ralio11 i11 the 

ct1se o[ P-1 

lt has been elsewhere argued in the literature that integration is contingent both 

on organizational and environmental variables (Bagchi and Skjoctt-Larsen, 2002b; 

Harrigan 1985). For that matter. at this stage, the availability of information related the 

competitive cnvironment was appraised for the case of I'roduc,os Alimenticios. 
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'{'/,,· (0111/Jl'lifi,•¡• l'lll'Í/'Ollllll'/11: 

Fáhrica de .·1/i111e111os operatcs in the pasta and baked producls business segmenl. 

Supplicrs exerl a vcry small influcnce ovcr FA. sincc the most importan\ producls. llour 

and packaging materia Is are considered commoditics and procured lhrough PA ·s 

subsidiaries. End-consumers are highly atomized and -even though they have lower 

switching costs and many alternalives as product substitutes- alone by themselves are 

not considered as a dcterminant of FA 's competitive behavior. 

Notwilhstanding. distribulors as first-tier clicnts do exert a strong intluence over 

FA. lo lhe extcnt of an extreme case. where the firm forfeits its operating decisions in 

thc supply chains dominated. in whole. by a world-class retailer. 

There are no formal barriers lo entry and exit. or bolh. in the industry. and 

differentialion and hencc competition is lhrough brand name. Thc adequate and 

rccommendcd prnduction stratcgy in this business sub-segment is bascd on opcralional 

excellence especially in the chains dominated by world-class rctailers. 

Fúhrica de Alimemos trails well behind the dominant firms, producing non­

diffcrentiated bakery eonfections, and stays away from 1n:)re specialized markets. 

particularly those related with hcalth-conscious consumers. 

To countcract competition. PA has resorted to operate in SCs with low levels of 

intcgration. The cost of such stralegy is high due to greater demand variability and 

furthcr exposure to scasonal effects. 

Under lhis marketing approach, FA has been able to c,ut-maneuver the retailer's 

effort to direct overall production, yet as evidence suggests, this diverting strategy is not 

for long and it is doomed to fail in the short run. Having no differentiating alternatives, 

FA has relentlessly agreed to participate in SCM initiatives, especially through SC #2 

(Sugar cookies), by manufacturing products under the retailer's generic brand name. 

wilh a low degree of bargaining power, and hence forfeiting most of the decision rights 

in the chain. 
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n,'!Jlal!(/ Col/{litio11.1 

Market dcmand for bakcd snacks in Mexico. as mca:rnrcd by thc National 

lnstitutc of Econornics. Geography and lnforrnatics (INEGI) has grown at annual ratcs 

or around 10% in thc ycars 2000-2006. Demand shows a seasonal behavior yct reflects 

stability in thc industry. due to the absence of technological leaps and changing trends 

in consumption. with thc exception of the surge of more health-conscious consumers. 

who have been adequatcly catered by the dominant firms. 

In other instance. the analysis of both FA and PD 's sales for the two products 

under consideration revealed the presence of the bullwhip eftect in both supply chains. 

Sales forecasts madc by PD wcrc based on volume targets. ancl due to big errors. thcy 

,,ere simply ignorcd by FA. 

111 .111,12/?011 ola m11/il11Y11~-y a/7,bro111h lowarrh· SCJ 

As the cvidence abovc hinted. an initial appraisa I of the documcntary 

information available in the case of PA supports the pos~.ibility of incorporating 

contingent variables to explain past and future strategic decisions of integration in this 

organization. 

The adio11, obrm·ation aJI(/ rtjlection Jlt{~e.r in the scmnd !). , 1 RP :Jdr 

The joint analysis about the historical devclopment of the lirm, betwecn the 

management and rcsearch teams showed that as a means of countcracting the effccts of 

an ailing operation of FA. the authorities at PA decided to adopta strategy aiming to 

deter integration by dealing with the exchanges on an adversaria! basis, procuring 

matcrials from subsidiaries i f possible, and selling through regional and local 

distributors with lower levels of integration. At the end, the cost of such strategies was 

thc presence of a volatile demand characterized by seasonality and high variability, 

interrupting the most sought smoothness in SC operational flows. 

Without further differentiation, FA lost market share to more customer-oriented 

competitors. and could not attend a business sub-segment consisting of more health­

conscious consumers. Needless to say that by avoiding CO'~rective measures, mostly 

140 



rclutcd ,vith intcgration. FA just delayed the problems and the adoption of such 

countcracting stratcgics was certainly doomed to foil in thc short run. 

The CARP showed that FA had struggled to survive ih competitors undcr the 

vertical control of' PA . The finn could not benetit enough from the experience derivcd 

from participating in integration initiatives in supply chains under a global rctailer"s 

dominance. limiting cven more its market possibilities. PA did consider the decision to 

disinvcst in FA, but had not refkcted over other alternatives for solving the problem in 

particular. integration. was certainly not in the managers ' original mindset. 

As suggestcd by a stream of theoretical and trade accounts. and confirmed by the 

CARP"s results. thc strategic dccision to integrate is not anymo·e a matter of choice. but 

rathcr one of selccting a degrce. In particular, the decision of PA to cxcrt full vertical 

control ovcr ali opcrations, a practice that was succcssful in the past. was severely 

challenged both by the researcher's and -with less commitrnent- by the managerial 

teams. at the sight ofthe ailing results of FA. For that mattcr. the rationale behind the 

second DARP cycle became assisting organizations in their transition from VI 

disintegration towards SCI. The intervention stage in the second DARP cycle resulted -

asan aid to managers- in a proposed prescriptive model for SCI. 

'/'he des{~" oJ the Presoiptive Afodd/or JU 

The process of defining and designing the corresponding elements of the 

proposed prescriptive model for SCI are summarized in Mental Map # 7 and dctailed in 

the sections bcllow. 

The evoli:úzg pe1th towardr SCI 

The modcl. as presented on Figure 5.3-5, initially rccogmzes the necd for 

direction in the integration process, and pose that the firm has to evolve from 

unarticulated functions based on mere adversaria! transactions, towards more articulated 

and relation-based exchanges across the boundaries of the firm. in arder to remain 

competitive. 
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Thc bottorn runway or the model indicates both. direction and level of 

advancemcnt towards SCI l'ullillment as shown on Figure 5.3.3 bellow. The sketch of 

this path was mainl) suggested by the litcrature. wherc integration is considcred as an 

cvolutionary and sequcntial process (Stevens. 1989). Firrns unclertaking this transition 

must lirst comply with both functional and interna! integration as initial steps towards 

more collaborative efforts (Giménez and Ventura. 2003). CARYs lindings showed that 

as a result or managerial decisions, PA was deliberately loca.ted in the extreme left 

comer of the runway. and was urged to evolve by the compelling forces of business 

dynam ics. 

Dit+ 

[ Evolving Path towards SCI 

~:articulated 1 1 Functional 1 1 Interna! 1 [ E~ emal 1 

Figure 5.3-3: The hottom runway for thc proposed prescriptive mouel (Evolution) 

·¡ he roarl lo 1 ·1 diri11!1•01,1/io11 

As expressed before, the joint intlucnce of more complex competition schemes, 

changing economic conditions and new organizational forms intluences the attitude of 

companies under VI control towards SCI. In the case under study. and under se# 1 FA, 

by not deliberatcly attempting VI disintegration -particularly regarding the distribution 

runction- has not been able to participate in the market through the use of the retailer's 

distribution channe Is. 

Moreover, the pressure exerted by the retailer, under the second channel of se 
#2. has forced F!/ to forfeit its decision rights and become a mere supplier. distributing 

under a gencric brand, and complying with the prescribcd guidelines. in a rnanner 

etlicient enough to sustain mcmbership in the chain. The importance of benefiting from 

such SCM initiatives, as pcr channel 2 on SC #2 has not yet permeated in all chains 

where FA actually is the focal lirrn. 

By ddaying corrective measures regarding integrati on, the operating conditions 

of rA have detcriorated to a point of no-return, forcing thc parent cornpany to either re­

direct its strategy or else. considera possible disinvestrnent. 

142 



This fact is assimilated in the top nmway of the proposcd model by identifying 

that VI firms need to decide about the degrce of disintegration. considering the present 

slate of vertical control exhibited and thc difticull choices that need to be assumed in 

this process. 

The main idea bchind disintegration is that evcn though it is a compelling rcsult 

from externa( prcssures dcrived not only from the environment but from actions and 

initiatives prcscribed by powerful business partners. the VI firm. under certain externa( 

conditions can deliberately adopt a gradual and sequential strategy attempting to select 

the optima( leve! of disintegration. This strategy allows focus on core competences and 

capabilitics. Furthermore. the model is based on a proccss maturity approach. (Lockamy 

and McCormack. 2004b) reinforcing thc notion that SCI is a process and can be attaincd 

in a sequcncc of dclibcrate stcps. 

The design of the top runway. Figure 5.3-4. follows lrom the CARP"s retlection 

process. lt was initially derived from the ailing operating conditions of FA, and the 

necessary corrective measures that needed to be adopted. This perspective is also 

supported by the literature. more specifically in practitioner's accounts of cases of 

success in SCM initiatives· implementation. 

HIGHVI 

+ 

>­.... 
cñ 
z 
w .... z 

VI disintegration 
==============-t .. 

SCI 

+ 

Figure 5.3-4: The top runway for the proposed prescriptive mode l for SCI (VI disintegration) 
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Mental Map 7: A summ¡¡rized view of the process of skctching the prescriptive model for SCI 
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Figure 5.3-5: The proposed prescriptive model for Supply Chain lntegration 
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.\ /11/ti-diJ11msio11alür o[i11lf¡,m/io11 i11 the t>mtH1sed 1J1odd 
• . 9 ~ ¡ 

The model spccitically recognized that integration -for both VI and SCI types-

1s muftí-dimensional. For that matter, advancement in onc or the othcr implics 

movemcnt along multiple dimensions that jointly constitutc the intensity of integration. 

Further the modcl recognizes that such dimensions comprise sevcral stages. which are 

articulated and interact to enhance thc intensity of SCI. 

The incorporation of multi-dimensionality regarding ~.upply chain integration 

was originally suggestcd by Mr. HC in the pre-understanding stage of the AR projcct 

ancl was supported by the VI (1-larrigan, 1985) and SCI (Lee. 2000: Bagchi et al.. 2002) 

1 itcratures. 

In ordcr lo advance in the top runway the firm must cstablish the corresponding 

leve( over the four dimensions of VI (Harrigan, 1985). After that. it must deliberately 

establish a target lcvel of SCI intensity as per the three SCI dimensions namely: 

Organizational, coordination structure and information as shown on Figure 5.3-6 

bellow. 
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lnterestingly enough the observed differcnces in se # 1 and se #2 under study 

and their corresponding distribution channels (section 5.3.3 ). contirmed the need for 

asscssing the moderating effect of externa! variables ovcr Sel under the light of a 

contingency approach, and their role in selecting a target leve! for SC integration. 

The eARP revealed, among other things, the historical and deliberate adoption 

of vertical control on behalf of I' A. That strategy proved to be vcry success ful at the 

time, yet in the present, it yielded disappointing results for FA. Whereas the same is 

adequate -in the eyes of the owners- for the group, in particular in the pasta business 

segment. where P A is the dom inant firm. 

As a matter of fact, PA 's authorities expressed discontent when challenged about 

this strategy, under the steering committee's retlection proccss. 

Thesc tindings. contrasted with the global trend towards VI disintegration as 

shown in the literature. The question about. why is VI still a sound strategic decision for 

PA? . guided this issue in the model. 

147 



Both litcraltlrc. regarding VI and SCI. supporl thc 1Dtion or a contingency 

approach towards intcgration. ma inly in the form o r thcorct ical ~;tud ics. Yet thcrc are no! 

cnough empirical accounts thal explain the intlucnce of the rnodcrating forces inside 

and outside the organization. Given this ambiguity. managers rcquirc practica( 

guidelines that could help them sort the transition towards SCI. under thc complexity of 

the new business dynam ics. 

In the design of the contingency approach. the varirblc selection is initially 

based on the literature. and attcrnpts to ansvver importan! and practica! questions arising 

in the manager"s rninds ,vith respect to integration (írohlich and Westbrook. 2001) and 

to provide the rnuch sought guidclincs in thc spccilic case or VI lirms attcmpting SCM 

initiativcs. 

r or that mattcr, under numcrous variables suggested. thc rescarcher" s tcam 

selected. specially afler having contrasted SC # 1 and SC# 2 abovc. four contingcncy 

variables for this study: a) Focal lirm influence. b) maturity of thc industry. c) business 

environmcnt and d) type of product as they relate to the multi-cited managcrial 

questions driving SCI (Compare Figure 5.3-7). 
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Figure 5.3-7: .'\. contingency approach in the proposed prescriptive model. 
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Thc 111ag11 i tudc ami di rcct ion or cont i ngcnt force s. as modcralors or SC I st<:m 

from lhe literatun:. lJnder this study the exrectcd values l"nr thesc vmiables are sho\\11 in 

the l'ollowing Table 5.3-5: 

rred Question supported 
sion 

• Focal firm's Positive ( +) se membership. • Organizational a) Whom to 
bargaining power Operating guidelines lnle~ration integrate 

with? 

• Producl T ype Positive ( +) lnformation and • Coo·dinalion b) What 
operating decisions • IT a, an enabler information 

to share? 
e) What 

processes to 
share 

• Externa! Negative (·i The extent of • Ov~rall d) How much 
conditions: integration stntegy to integrate? 
Maturity of the 
industry and 
competitive 
conditions 

Table 5.3-5: E xpcctcd valucs for contingcncy variables influc ncc 

h 11i1/ Re/le11io11 111 the C · JRJ> 

The rdkction proccss with PA concludcd with the Board Presentation of thc 

CAR.P"s results. Thc activitics includcd in this las\ st,•.gc with thc VI firm are 

summarized in thc l'ollmving Table 5.3-6: 

ID # Activity/ Type Date Contacts/Means 

BP2 Board Presentation October the 
2511

' . 2006 
Board Meeting/ The board 
audience consisted of two 
members of lhe MY family 
(owners of the PA group). 
Mr. GB CFO, the General 
Controller Mrs. G. Mr. IP. 
Mr. S. (Logislics PA), other 
members oí lhe directorate 
of the group. 

• 

• 

• 

Final • 
presentation of 
lhe PMS. 
Bullwhip effect • 
presentation and • 
Sales forecast 
provision for FA 
and PO. 

Presentalion of 
SCI perspeclive 
forPA 

• 

• 

Deliverable: 
Final CARP 
report 
Plan! Visit 

Refiection 
around lhe 
PMS. 
Discussion 
over and 
decision 
making lo 
counteracl lhe 
bullwhip eflect 

Addilional 
information 
cons1dered lar 
enhancmg the 
PMS Need to 
improve 
inlormalion 
syslems 

Course of 
action and 
model transfer 
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over to PA. 

• Renection 
around the SCI 
perspective lar 
PA. 

• Considerations 
around seo as 
opposed lo 
vertical 
integraUon lar 
the case ol PA 

• Announcing 
Board·s 
decision lo 
acquire Disney 
lranchise lor 
baked snacks 
on behalf of 
top-leve! 
execulives. 

Cl1 lnforma\ion follow-up. March 2007 lnlegrated solution provider • Public Notice of • Executive 
Integral lnformalion (ISP)/Public No\ice in trade decision action 
outsourcing loan ISP press. lowards using 

IT asan 
enabler of 
SCI 

Cl2 lnformalion lollc.w-up. March 2007 Public Nolice in trade • Public Notice of • Executive 
Acquisition ol Disney press. decision action 
Franchise \owards 

reinforcing 
producl 
brand. 

Table 5.3-6: Chronological Account of the field-work related activities 

As part of the retlection proccss in both the CAR and the AR projects, the notion 

of VI as a valid continuing strategy over FA was challenged. lt was discussed -within 

the steering committec- that ali the experiences obtained from SCM initiatives under the 

domain of the world-class retailer, should permeate other chains where FA actually 

becomes the focal firm . In turn such activities should be used to promotc the desired 

organizational change towards further integration. 

Even more, it was argued at the board meeting that g1ven the fact that FA 

manufactures functional products (Fisher, 1997), that differentiate only through brand 

name and reputation -with high standard levels of quality- ali corporate resources must 

be assigned and ali efforts must be met, towards the alignment with an operational 

excellence strategy (Treacy and Wiersema, 1993). 

fllteresli!l~ rl'S/1//s: ]\ 'ot eJ/Ol<P,/J SC awam11:ss,. )'l','. 
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PA f'ormally rcccived the proposed PMS and forecast~; devised by the working 

committec. as thcy were transferred to Mr. S., in the logistics departmcnl. 11 was agreed 

al the Board Prcsentation that thc rcsults would be considcrcd for evaluation and 

probable implemcntation -in due time- al the VI group lcvel. 

Morcover. atler reflccting around thc results prcsentation and not without 

resistancc. the Board or Directors of I' A generated ccrtain awareness about operating as 

a SC. and dccidcd to remake both their IT and marketing strategies. The group adopted 

the suggestion or thc CARP to comply with interna! integration. using information 

technology asan enabling leverage. 

As a mattcr of lact. I' A recently announced the outsourcing of al I information 

and performance measurement systems toan lntegrated S0/11tior:.1· Provider. Even more, 

thc Board of rA agrccd. in thc meeting. to engage in furthcr marketing initiatives. such 

as distributing new quality-based. baked products, under I'A ·.,· premium brands in global 

rctailers ' chains across Mexico and for export towards thc Hispanic markets in the 

United States. and the adoption of a positioning strategy through the use of franchise 

brands (DisneyT'1) in an attempt to reconfigure its marketing strategy along further 

brand diffcrcntiation. Thc above-mentioned information was confirmed upon 

triangulation through informal conversations and documentary information. 
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<>. Thc Prcscriptive Modcl in Action 

Thc initial driver or thc model rcsults from externa! prc,sures in contcmporary 

SCM towards VI disintegration, divergence and differentiation as documentcd in the 

literature and. in the particular case of FA. such forces are cornplemented through the 

intlucnce of powcrful partners that establish SCM initiatives allempting to control the 

chains that thcy participate in. For that matler. the model is. in general. bascd on the 

c/aim lhal succe~.s today dcpends on expanding beyond thc boundaries of the firm. 

asscmbling a team of companies that can rise above arm·s lcngth relationships and 

collaboratc to deliver grcalcr valuc for consumers (Taylor. 2003 ). 

ú. l . Dcscription of the model 

As cxpresscd bcfore. the complete prescriptivc model on ,~·igurc 5.3-5 consists of 

two parallcl runways. Thc bottom road is made up by a continu.1111 of scquential stagcs 

that bcgins with a functionally disconncctcd organization and evolves through externa! 

integration -SCM- (Mentzer et al.. 2001: Wisner. 2003) , leaving functional and interna! 

integration in the middle ( (Stevens, 1989; Cheng and Grirnm, 2006; Masters and 

Pohlen. 1994) as it is graphically presented in Figure 6. 1-1. 

_ u ,'"lort l c utatod 1 

Arms-length 
Transactions 

Prescriptive Model: Proposal 

x-t e r-n a l 

Relational Exchanges 
Collaboration 
Partnerships 

Figure 6.1-1: The bonom nmway ranges from unarticulated functions through externa! integration 

Stevens (1989) 
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The 111a111 1hrust of such evolulion resides 111 the 1rnnsition from adversaria! 

transactions lo rclational cxchanges with rocus on coopcrative agreemcnts and 

parlncrships. in lhe unders1anding lhal full collaboration bccomes the ideal of supply 

chain intcgration-both interna! and external-. 

Thc top runway cxpresses the path that lirms must follow towards VI 

disinlcgralion. lt recognizcs the facl. that firms can deliberalc dclay 1hc decision to 

disinlegratc yet at thc end. in order to rcmain competitive. VI disintegralion becornes 

nol loo much a question of choice but rathcr of selecting the optimal degree. according 

lo specilic circumstanccs. 

VI 

>-
1-
1/) 
z 
w 
1-z 

INOUSTRY 

.·1 .·:::.::(.:. ··::::;:,·, .. : 

VI disintegration 

Contingency J\pproach 
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PROOUCT TYPE Aft<ir 11; 

Figure 6.1-2: The top runway, from VI through SCI. Nota matter of choice but one of dcgrce 
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As it was mentioned carlier. the implementation of SCI implies answering four 

basic questions that arise in the manager"s minds at the mornent of entering into this 

process. namely: 

a) Whom must the tirm integrate with? 
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b) What infonnation must be shared? 

e) What proccsscs are going to be integrated? and ovcrall. 

d) How much intcgration is rcquired (intc:nsity)? 

Qucstions b) and e) above address the issue oí thc content of integration. 

whereas question a) defines the subjects of integration. Finally. question d) addresses 

the necessary extcnt of integration. The model. based on VI thcory. proposes a 

contingency approach that could guide the solution to thc above-mcntioned inqumes 

and lead the way towards disintcgration as seen on Figure 6.1-3 

Among others. the four contingent variables particularly selected in this study 

are: The focal company·s bargaining power: Product Type: Maturity in the industry and 

thc overal I business cnvironmcnt. The interactions between these variables and the 

qucslions above are dealt with. in future sections of this chapter. 

'//11• 11111/!i-di1111•11.,io11alit)' o/i11!(',_~mtio11 in !lw 111odel 

The modcl cxplicitly recognizes that integration is complex and multi­

dimcnsional. On one hand VI is dcfined over four dimensions: breadth. stages. degrees 

and forms. Harrigan ( 1985) and on the other, SCI is characterized by three proposed 

dimensions: organizationaL information and coordination structure, in turn consisting of 

various stages. 

The intcnsity of intcgration is measured through charactcrizations determined by 

observed attributes across the stages that comprise the SCI dimensions. Based on the 

approach posed by (Bagchi and Skjoett-Larsen, 2002b ), the various stages representing 

an organization's stand in integration are contrasted with an ideal perspective, that 

classifies them into a low-medium-high scale. 

Simultaneously in the process of implementing the model , such scales are used 

as a diagnostic tool -as-it-is situa1ion- for evaluating initial leve Is e f integration intensity 

and in addition. thcy constitute. under the maturity of processes perspective (Lockamy 

and McCormack, 2004b) also a prescriptive path, orienting t1e manager"s efforts 

towards collaboration. 
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Figure 6.1-3: SCI in1cnsity 1s measured across three dimensions: Organization, infonnation and 
coordination strncmrc·. 

(i.2. Opcrating thc model 

The guiding pull of the model resides in the articulation of the three proposed 

SCI dimcnsions as expressed in section three. abovc. The process is as follows: 

Resulting from a deliberately top-down approach to strategy, the SCI process starts with 

organizational integration as the initial driver. The stages of a) attitude of top lcvel 

managcment with SCM and b) commitment of channcl mcmbers with SCM lead to the 

adoption of a supply chain orientation (Mentzer et al., 2001) in fo:al organizations. and 

give further thought around various decisions regarding SCl's possible contribution to 

improved performance. as shown in Table 3.4-1 above. 

/\s expccted. under the guidance of the focal firm, evcry initiative towards SCM 

musl expand the reflection and dialog processes beyond the boundaries of the firm and 

include key channel members. The conformation of SCM 's attempts into a real SCI 

approach, requires from managers. further decision making over th,~ two other enabling­

dimensions of integration. namely information and coordination structure. 

Morcover the above-mentioned fundamental questions about integration. re­

dircct the strategic process towards formal definitions about the prcfcrable level of SCI. 
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Thc reciproca! and intcracting naturc of SCI dimcnsio11s allow that short--term 

improvcments resulting from collaborative initiativcs would dcvclop into further 

advanccment of organizational integral ion by means of self--reinforcing cycles (Co111part! 

lúhlr.: 3.-1--/ ahove). 

On one hand, information technology levcrs into better collaborative 

performance systems and therefore better organization characteristics. On the other. the 

cxperience derived from successful implementation of SCM initiatives has a positive 

intluence over managcment and given the appropriate incentives. would certainly foster 

furthcr integration. Beyond the rhetoric of the tradc and as it might be expccted. 

successful implementation of an SCI strategy is based on obtaining immediate results 

cxpressed in substanlial performance improvements (Wu el al.. 2004). and avoiding 

conllicting intcresls such as specific wants. perccivcd needs. and expectalions amongst 

chain members 

(i.3. Five stcps towar<l implcmcntation of SCl in thc VI firm under thc 

guidelines of the prescriptive model 

To facilitate the process of SCI by VI firms, the management, must engage in a 

strategic decision process and course of action summarized in the proposed following 

five general steps as schematically shown on Figure 6.3 -- 1. 

Externa/ 
environmental 

Figure 6.3--1 Proposed five steps for SCI 
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l. Diagnostic Phasc: Thc reflection about the current compelitive situation lcads 

the VI lirm to adopl a SCO approach. This implies ,1 deliberate cffort to idcntify 

potenlial benefils resulting from wastc reduction and elimination or 

redundancies and inefficiencies in the SC. For that matter. the organization 

must comply with the first form of integration -functional integration-. This step 

constitutes a pre-requisite for engaging in SCI activities. (Stonebraker and Liao. 

2004) At this point the VI firm understands the importance of managing both. 

relationships and materials and information flows and decides to operatc as part 

of a supply chain. 

2. Strategy Formulation: Top-leve( management attempts to idenli fy the 

requircments for a successful operation in their specific competitive sctting. As 

a result lhey adopt a succession of decisions aiming at thc definition of 

strategies. at the corporate. tactical and operative levels for thc whole supply 

chain (Varma et al.. 2006). paving thc way for advancement in organizational 

intcgralion. 

3. Subjcct, content and extent of integration: Considering the intluence of the 

contingency variables expressed earlier. the VI firm must answer lhc four 

fundamental questions that shape SCI. taking prcpcr decisions in technology. 

material and information tlows and relationships management. Such decisions 

lead to advancement in the information and coordination dirnensions. 

4. Evaluation: Under the focal tirrn's direction. and based on a collaborative 

perspective. the channel rnernbers evaluate not only the positivc effects of SCI 

but also the problems arising frorn any collaborative initiatives. Special care is 

due to the reinforcing effects of the interactiom between stages of SCI and 

further decisions about coordination and infonn:ition sharing are considered. 

Advancement in SCI is dependen! on such results 

5 . Consolidation: The supply chain as a whole con:;olidates the development and 

implementation of a comprehensive set of SC performance measures and the 

alignment of incentives. therefore establishing the framework for continuously 

successful SCI implementation. ldeally. the integrated end ofthe continuum can 

be characterized by such concepts as: The seamless supply chain (TowilL 
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1997). 1·ir111al .rnpply clwin (Stevcns. 2006) and s11pp~1· 11c:111·orks (Jarillo. 1988: 

Gulati. 2000; Harland et al..2001 ). 

Ci.~ Modcl implementation at PA 

The collateral results of the CAR project rcvealcd that SCI implcmcntation in 

PA was not only a matter of technical and tactical issues. but rathcr of strong 

considerations about hierarchies. resistance to changc and status-quo. incentive 

misalignment. hidden agendas and lack of a deliberatc strakgic process among other 

problems along the human dimension of integration. 

The SC I process was initiated as a consequencc of both the CAR and the DAR 

projccts. yet the model resulting from the last DAR cyclc could not be implcmentcd in 

f'ull al PA. Nevcrtheless. there is evidence (Compare acti,·ities C/1 und C/2 in Tahle -1.6-1 . ) 

that thc Board membcrs of FA. regained awareness of the problems rclated \vith V l. and 

dccided to dcliberately implement a strategic change approach towards marketing and 

IT adoption. that included. in the last case. not only data exchange but broad base 

performance measures for the SC to enhance visibility. 

For that matter, the prescriptions of the maturity model of SCI for the case of 

Productos Alimenticios would be set-forth and evaluated in its congruence. in the 

following sections. 

'f 'heJint .rtep: Thc dit{~llo.rl ic pha.re 

This first step begins with an initial assessment of the current operating 

conditions of FA as they relate to VI and concludes with a certain degree of awareness. 

on behalf of top-level managers about the benefits derived from operating as a SC. 

The idea, as expressed before, consists on identifying performance 

improvements due to waste and inefficiencies reduction . Ideally this step would 

conclude with a SCO as proposed by Mentzer et al., (2001 ). 

As a pre-requisite for this step, the focal firm. the relevant channel members and 

their whole operation must be mapped under a SC approach. In our case. two supply 

chains were identified: SC # 1, Cardboard exhibitors and SC # 2, Sweet Cookies. as it 

relates to channel one, distributing over PA 's subsidiaries. 
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l.1J 1'.1.1i11~ 1 ·¡_. Flw ,J1J1' oll < 

The intensity of VI control of /'A measurcd around thc four dimcnsions 

proposcd by Harrigan ( 1985). (expressed in section 5.3-2). revealcd that the grour 

presents a high-level of vertical integration over the two chains only considercd in this 

study. Moreovcr, FA. PD and Packaxing Co. as part of a dcliberate corporatc stratcgy. 

fully operate under the vertical control cxerted by the parcnt cornpany. 

HIGHVI VI disintegration 

VI SCI 

+ 

> 
!::: 
U) 
z 
w 
1-z 

Figure 6.4-1: FA revealed a high lcvel ofVI in SC #1 &2, undcr PA's ve:rtical control 

_,1,¡ a.r-it-ú diag11ostú: q(SC opera/ion al 1,: ·1: 'f'/1e lmí!di11g hlock.r q[SU 

The initial leve( of SCI intensity (as-it-is-today) . in the case of FA is measured 

through the contrast of observed attributes across the stages of the three SCI dimensions 

with an ideal target, that classifies them into a low-medium-high .1cale (Bagchi and 

Skjoett-Larsen. 2002b) 
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From thc application oíthe SCI dimensions formats. a~ shown on chapter three 

as per Tables 3 .1-1. 3 .2-1 and 3 .3-1. the results of thc diagnostic for FA. are shown on 

the following tables labeled 6.4-1 through 6.4-3 bcllow: 

lnte!lration throl~ 

eommitment of channel 
members wilh SCM 

Allilude of top level 
management wilh SeM 

Responsibility Design and 
application of se 
performance measuremenl 
systems 

The application of Supply 
Chain Metrics 

Status of Logistics/SCM in the 
Organizalion 

Degree of lnlegration 

lmportance of Logistics 

Communication Across 
Agenls in the Supply Chain 

Governance Structure 

The existence of Fonnal 
Lateral Organizations 

. · 1.r-it-iJ 0,.~,111i~:atio11al I,,1e_~1,1tio11: SC# I (l/1(/ SC#2 

eompany Fábrica de Alimentos 
Supply chain se #1. eardboard exhibitors and Se#2, Sweet eookies 

eontacl: lng. Mr. IP, Officer in charge: eP. Mr. TB 

1 "' LOW lnt~ration 1 MEDIUM lntegration 
The attitudinal perspective towards SCM 

-------

"' Non existing Declared (SeO) by cha,nel 
members. 

"' SCM is not a critica! Top managemen\ asserts a 
managerial issue substanlial degree of seo 

Collaborative Performance System (CPS) 

"' lsolated measurement Unsystemalic design and 
systems at lhe firm's application of global 
level operational and financia! 

indicators. 
Not associaled with stra·egic 
aliqnment 

"' Measurement of Measuremenl of arder IEad 
delivery service and time, logislics costs and 
inventory levets in sorne service levels. Joint 
parts of the supply chain Measuremenl in sorne 

interfaces. Operalional 
lndicators 

Organization Characterístícs (Bagchi and Skjoett-Larsen, 2002a) 

• Logistics sub-function . Unified logistics funclion under 
Not part of senior one organizalional entity 
Manaqement 

• Fragmented logistics Interna! lnlegration acrcss 

activities functions 

• Logistics not considered Logislics considered a c:ritical 
a core competence activily 

F ew contacl points belween "' Regular contact at 
companies in \he supply top/senior levels-rne 
chain operationat level c.ontact 

"' Arm's length Partnership only at selected 
relationshi¡:>-markel- areas and levels 
based Rare operational level c:ontacl 

No cross-funclional teams "' Cross-funclional t·~ams in 
sorne areas. Key 3ccount 
manaqers 

HIGH lnte!lration 

Total commitrnent to SeM. 
Sharing mutual goals and 

values. 
Top Management leads lhe 

SCM process. Cross-
Enlerorise Collaboralion. 

Balanced performance 
measurement syslems as a 
result of collaborative efforts 
across se. 

Performance measuremenl 
of all processes and shared 
across the se. KPl"s. 
Global Scorecards. Focus on 
end-customer value. Aim al 
incentive aliqnment 

Logistics/SCM member of 
corporate management 
group 

lntegrated across supply 
chain/process orienled 

Logislics/SCM considered a 
core competence 

Multiple contac\ points al all 
managemenl levels 

Multiple contact points al all 
managemenl levels 

Teams across the supply 
chain-regular inleraction 

Table 6.4-1: As-it-is diagnostic ofOrganizational lntegration in SC#1 and SC#2 

160 



· l.r-it-is Slc{~I' o( lu/úmalio11 lu!t',~ratio11: SC# 1 l/1/(/ SC#2 

Company Fábrica de Alimentos 
Supply chain: SC # 1, Cardboard exhibitors and SC#2, Sweet C:ookies. 

Contact: lng: Mr. IP, Officer in charge Accl. Mr. TB 

Supply Chain ,1 LOW integration MEDIUM lntegration HIGH integration 
lntegration Using: 

---
lnformation Technoloav Adoption 

T ransactions Systems MRP II Systems ,1 ERP Syslems ERP and Supply Chain Planning 
Legacy Systems • lntra-company (SCP) systems 

• Rigid interfaces • lnter-company inlegration 
Value: Mechanizalion of • Flexible interfaces 

- ---- · - --- existing processes value: Process lmprovement 
Communication Systems, ,1 Limited use of E- Few ED/lnterne\ links to Extensive use of EDl/lnterneUXML 
lnterneUExlranel mail/F ax/Phone customers/suppliers links within supply chain 

lnterneUExtranel Extranet 
Bar-coding and Track-and- ,1 Only Bar-coding of More extensive bar- Bar-coding from entry to dispatch 
trace Systems, Eleclronic finished products coding, automated e-mail Track-and-trace throughoul the SC 
POS (point-of-sale) Data Track-and-trace and updates and Key suppliers and customers 
Capture. lnventory Visibility Electronic POS not confirmations c,Jnnected 

used 
lnformation sharing for se visibility 

Use of tools for ,1 Not used Experimental stage wilh Cecision models and IT strategies. 
Collaboralive Planning. one ora few Slralegic suppliers have access to 
Forecasting and suppliers/cuslomers production plans, materials 
Replenishment (CPFR). mquirements, sales Forecasls and 
Customer Relalionship orders. CPFR with key suppliers/ 
Management (CRM), arnong cJstomers CRM with key cuslomers. 
others. 
lnformalion sharing abc-ut ,1 lnformalion Simple Data exchange. End-lo-end supply chain visibility 
consumer needs; store and Misalignment. One lnformation enrichment 
warehouse inventory levels. way communicalion. 

Actual orders from 
immediate 
customers. 

Table 6.4-2: As-it-is diagnostic of Infonnation lntegration in SC#t and SC:#2 

.· ls-il-is S tc{ge ~/ Coordi11atio11 Stmdure lut1;~ratio11: SC# 1 a11d SC#2 

Supply Chain lntegration 

1 

,1 

using_ 

lntensity of decision 
synchronization 

Formal Demand ,1 

Forecasling/ Planning 
activities 

Product Design & 
Development 

Joint inventorv 

Company Fábrica de J\ limcn1os 
Supplv chain se ,; l . Cardboard c,hibi1ors. sc:,1 Swccl Cookics 

Conlacl lng. Mr.11'. Ollicer in chargc /\ccl Mr. TB 

LOW lntegration 

1 

MEDIUM lntegration 

Decision synchronization 
,1 MOSTL Y independent Consultative decision maldng 

decision-making (i.e. joint exercise of decii;ion 
rights and responsibilities) 

Shared Business Process lntegration 
Lack of shared vision Joint planning/ demand 
across se. Planning/ forecasling across firms 
F orecasting activities at 
!he firm level. 

,1 lndependent design Participative design process. 
/development process Partial lnvolvement. 

Experimental stage with one 
or a few suppliers/custorr,ers 

,1 lndependent decision Consullative decision mal<ini:¡ 

HIGH lntegration 

Synchronized decision-
making (i.e. redesigning 

decision rights and 
responsibilities 

Shared objectives across 
such processes in the se. 

Joint Product design/ 
developmenl. Strategic 

suppliers/customers 
participate in the process in 

order to reduce time to 
markel. 

Synchronized decision 
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management making. Conflicling making. Shared performance 
objectives. measuremenl. 

Cuslomer relationships " 1 ndependent decision Consultative decision maki 19 Synchronized decision 
management making. Conflicting making. Shared performance 

obiectives. measurement. -- -----··· . -
Demand managemen, " 1 ndependent decision Consultalive decision maki,19 Synchronized decision 

making. Conflicting making. Shared performance 
objectives. measurement. 

Incentive AliQnment (SimatupanQ and Sridharan., 20041 
Incentive systems and " From non-existen! to Professional Sophisticated 
alignment cost. risk and Elemenlary 
benefits sharing 

Redeployment of decision rights (detegation) Policies of: 
lnventory management " NotUsed Experimental stage with one or Strategic Suppliers access 
lhrough the adoption of a few suppliers/cuslomers production plans, materials 
VMI requirements, sales forecasls 

and orders VMI with key 
suppliers/ customers 

Production through the " Not Used Experimental stage with one or Stralegic Suppliers access to 
adoplion of CPFR a few suppliers/customers production plans, materials 

requirements, sales forecasts 
and order. CPFR wilh key 
suppliers/cuslomers 

Demand& Client " Not Used Experimental stage with one or CRM with key customers 
' Relationships a few suppliers/customers 

Management through 
CRM svstems 

Work realiQnment decisions 
T ransferring activities " NotUsed Experimental slage with one or Chanel production 
across the chain (besl a few suppliers/customers. configuration. Outsourcing. 
positioned member) Sorne oulsourcing. 

Shared resources Policies of: 
--- Shared warehouses, l " Not Used Experimental stage with one or Full resource share across 

a few suppliers/customers .. theSC. inventory pooling, and 
supplier hubs 

Table 6.4-3 As-it-is diagnostic of Coordination Structure lntegration in SC#l and SC#2 

For the purpose of further contrast, the initial diagnostic (as-it-is) of the two 

selected supply chain reveals minimum levels of SCI along the ten dimensions under 

consideration. Only in the stages of organization characteristics and IT, sorne 

improvements are found. This initial evaluation lays the ground for strong opportunities 

in the exercise of SCI. A summary of the measured leve Is acrms the SCI dimensions is 

shown in the following multi-dimensional graph 6.4-1. 
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DIMENSIONS OF SCI INTEGRATION 

Shared resources 

\.-----

Work realignmenl 

/' \ 
// / 
; / ,.,,. 

1 _...., 

lncenllv1~ Alignment - · '\\ 
\ 

\ 

' 
~¿ __ _ 

BPI 

Al11tudinal perspective 

0.9 . . I 

Oecision Sync 

Graph 6.4-1: Initial diagnostic of as-it-is con<litions for SCI at FA. 

,, I 011ilon"11J!. th1• hmi11ess mviro111m11/ 
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I 

CPS 

\ 
\ 

/ 

Org Charac 

IT 

lnfo Sharing for Se visib,lily 

Thc industrial conditions for baked products, present in the marketplace are 

summarizcd through the use of a Porter's five forces diagram. shovm bellow in Figure 

6.4-2 and detailed in the following paragraphs: 

S11pplien al/(/ mstonm:r ú!fh11•11cr 

As expressed befare. the influence of suppliers ovcr FA is small. Flour and 

packagíng materials are considered commodities and are procured under the vertical 

control of PA. End-consumers are highly atomized and e.re not considered as 

determinants of FA 's competitive behavior. Notwithstanding. clistributors as first-tier 

clients do exert a strong influence over FA, to the extent of an extreme case, where the 

firm forfeits its operating decisions in the supply chaíns dominated. in whole, by a 

world-class retailer. 

Barrier.r to enl!J'I exif 

There are no formal barriers to entry/exit in the industry, nevertheless. there are 

still some benefits derived from two sources: Number one. vertical control. in particular. 
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in thc provision of llour and number lwo. brand namc and company·s rcputation. whcre 

thcre is ample markct"s recognition for firms airead)· in the business. 

lvrt1/,)' 

Di fferentiation and hcnce competition is through brand name. Thcre are two 

dominaling firms in the industry that have adopted a horizontal intcgration strategy. 

buying out compctition. specially old and rc-known brand namcs. Therc is a third well 

positioncd manufacturer. \Vith premium brands in some selectcd segments -a tobacco 

conglomerate searching for divcrsification-. Otherwise competitors are similar in size as 

FA, and some producers that cater to sorne market"s niches. small cnough to keep 

compelilion away. 

J>rod11tlio11 S!!ill(~J' 

The adequate production slrategy in this business sub-segment is bascd on 

operational excel lence. where givcn sorne quality standards. the market privi legcs 

opportunity of dclivery (freshness and availability) and lower distribution costs, 

specially in lhe chains dominated by world-class retailers. as it is the case of the second 

channel in FA 's se #2 . 

JJ -·I ·s 11J.re.r.rmwl 01Yr lht p efm11t111ct' r!f Fáh1fra rll' . ··1/immto.r 

Even lhough, Productos Alimenticios is a leading firm in t1e pasta business, with 

a market share of over 65%, Fábrica de Alimentos, its sub5idiary, has not been 

successful in the baked products segment. lt trails well behind thc dominant firms, 

producing non-di fferentiated bakery confections, and stay:, away from more 

differentiated markets, especially those related with health-conscious consumers. 

The strategic marketing approach of our firm has been to resort to Ses with low 

levels of integration. as it is the case of medium and small wholesalers -competing 

through price-. The cost of such strategy is high: greater demand variability and further 

exposure to seasonal effects that hinder the most necessary smooth flow of production. 
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Under this marketing approach. FA was able for a time to out-maneuver the 

rclailer"s effort to dircct production. yet this diverting stratc,~y is not for long and 

doomcd to foil in thc very short run. Having no di1Tcrcntiati11g altcrnatives. FA has 

rclentlessly agreed to participate. especially through channel 2 of SC #2 Baked Snacks 

(S,reel Cuokies). by manufacturing products under the retailer"s g,:::neric brand name. 

lnterestingly cnough. the knowledge obtained through participation 111 SCM 

initiativcs -motivated by the retailcr"s intercst- as a deliberate strategic attempt should 

but has not othcrwise permeatcd the other chains and assimilatcd by FA. This behavior 

indced limited the possibilities of counteracting the downturns in financia! and 

opcrational performance of our company. as exhibited in its role .::,f focal ftrm in SCs # 1 

and 2 in th is study. 
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Porter's Five Forces of 
Competitive Position 

Supplier Power 
Generic Supplies /mostly provided 
intra-firm. 
Flour. oil and others are totally 
available everywhere. 
Supplies are commodities 
Adversaria! transactions, at both 
intra and inter-firm levels. 

New Market Entrants: 

Absence of entry/ex,t barriers 
Incumben! competes through prices 
and píoduct diversity 
Entrant's strategy through branding, 
advert,sement and creativ,ty in 

distribut1on channels 
routes to market 

Competitive Rlvalry: 
2 strong competitors in size and brand 
reputatJon, 1 other well positioned m 
selected markets. Olher competitors of 
similar cond1bons. 
lndustry ls relatively steady in size and 
growlh. Fixed & variables costs are nol 
definitJon variables 
Products are differentJated through 
marketing 

Production is basad on operationa! 
excellence. 

D 
Product and Technology 
Development 

alternalives price/quality 
market distribution changes 
Product's life cycle is short 
Government infiuence is exerted 
through prices, laxes and agro­
industnal pol,cy. 

Figure 6.4-2: Porter's five forces diagram for the baked products industrial segment 

-r,;Y,b:&J'G:"i :DJ.:. 
;YL:J::ifl'Jf. vt'JO~J 

Buyer Power 
Many brands in lhe market 
Relailers d1cta1e conditions ,n the 
market 
End-customers are totally atomized. 
Cost of change is un-existen! 
Product has many substitules 
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D1•1J1al/(I Col/(litio11.r 

Market dernand ín Mexico for baked snacks has grown ar annual rates of around 

10% in the years 2000-2006. Dernand is seasonal yet reflects stability in the índustry. 

duc to the abscnce of technological leaps and changing trend;; in consumption. The 

cxccptíon resides in the surge of more health-conscious consum ers, whose demand has 

becn otherwíse attended by the dominant firms. 

Code: 311501 Baked Snacks 

Graph 6.4-2: Monthly sales of sweet cookies (Code 311501) in Mexico BIE, I1'•iEGI 

This positivc growth trend -as shown ín thc graph 6.4-2 above- contrasts with 

the dcmand behavior for FA 's products, (as it is the case of"products elaborated u11der SC 

# !, cardhoard exhihitors and SC#2 haked snacks) as shown in the graph 6.4-3 bellow, 

which presents higher volatility and a decreasing trend, attributable ín great extent to 

PA 's marketing strategy. Gradually FA. with a totally ineffectivc market strategy, has 

been losíng market share to stronger and more customer-oriented competitors. 

Deríved from the CARP, fu11her analysís of interna! sales ~ata. showed that due 

to a lack of customcr·s ínformation sharing across the channel members. both supply 

chains revealed the presence of the bullwhip effect in ranges doser to 30%. Sales 
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forecasts made by l'roducls Dis1rihu1orship were bascd on sales targets. and due to big 

diffcrcnccs with .ictual sales. thcy were simply ignored by FA. 

As expected. cxcess of stock served as a buffer. and out-guessing customer's 

demand became the manufacturing norm for the firm. 

111ml 
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Fábrica de Alimentos volatile demand 
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Graph 6.4-3: Volatile dcmand anda decreasing trend Source: Bascd on FA s sales data. 

The board members, usually content with the overall performance of PA, were 

not satislied with a lagging FA, a firm struggling for survival and under strong pressures 

from the competition. At the time of entering the CARP, the mem bers of the board were 

in the process of undertaking corrective measures -where disinves,:ment was one of such 

considerations- after the failure of their counteracting strategic maneuvers. 

As part of an organizational change process, the retlection around the CARP 

above. generated some degree of awareness in the manager's mind-set towards 

operating as a SC, as evidenced in the results of the field-work prcsented in section five 

of this document. 
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·¡ l lr' Jem11d J!ep: Strt1lt'.I!)' l ·"or11111!t1tio11 

As a result of the CARP. the Board Members recognized that the initial strategic 

decision intcndcd to counteract competition and dcfer integration were causing 

additional failurcs. lnitially PA used the results of the proposcd PMS. basis for thc 

C:ARP, and of thc sales forecasts generated for additional internal analysis for 

considering the possibility to engage in SCM initiatives and possibly in the future. into 

SCI. 

Two main stratcgic decisions were undertaken. On onc hand. regarding lT. thc 

firm decided to outsource ali their information and commun ications requirements. 

including the design of an integrated performance system to an I SP. On the other hand 

and following the competition. they decide to re-design thcir marketing stratcgies 

through brand reputation. This stratcgy resulted in thc distribution of prcm ium brands 

through world-class retailers and the use of franchise brands aiming at the younger 

markcts. 

·¡ he thinl step: S11/vect, w11tent t1//(I extmt o/i11te,g/"tltio11 

Before entering into SCI, managers at the VI firm rcquire some precisions about 

the integration processes, as identified in the extensively mentioned, four basic 

questions 

'/'he co11ti11,gent 1:t1rit1hle '.r ú(f/11ence over 111a11agerial tk1i.io11J aho11/ SCJ 

The interactions between the contingent variables under consideration and their 

intluence over solutions to questions a) through d) in section 6.1-1 above, as observed 

in the case of FA , will be detailed bellow and are summarized in rnatrix formas seen on 

Table 6.4-4: 

The focal firm 's hargai11i1{~ power 

The focal firm has a strong positive influence in decisions related to the subject 

of integration. in particular at the time of developing SCM initiatives (Question a). The 

bargaining power allows both, the definition of membership in a SC and at the same 

time, of the necessary guidelines and procedures orienting the processes around a 
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specific SCM initialivc. The channel membcrs rorleit sorne dccision rights in favor or 

thc focal lirm. 

The contingcncy approach suggcsts that Fábrica de Ali11 1entos would benclit by 

translating the expcricnces obtained in the participation in SCM initiatives under the 

retailer"s rule (channel 2. in se# 2) to its cvcryday's opcration. By cmbracing a SCI 

slratcgy. tirst by adopting SeM initiativcs with thc world-class retailcrs lhe reccnt 

changes in FA 's marketing strategy -competition through brand repulation and franchisc 

products- could be orientcd towards positioning such brands in the consumer"s mind-set 

using the retailer's distribution channels. 

Notwithstanding the low bargaining power of FA ovcr \\Orld-class rctailcrs. it is 

important that it assimilates ali learning derived from SCM initiatives and transter them 

into action spcci fically over ses # 1 and #2. taking propcr carc of thc distribution 

function as an initial source of operational dislurbance. For that mattcr all experiences 

altained must be cvaluated and incorporatcd in thc SCI process. where FA in turn is the 

focal firm. 

·¡ !Jt' /Jllsin,:ss emÚYJJ!JJJt'JII: l :nl'ironmental t11rlmlmre (}JI{/ inr/11.11,y 111a//11i(J• 

The competitive environment. characterized by low e11vironmental turbulcncc 

and the maturity level of the selected sub-segments of thc retail food industry, along 

with the current degree of vertical control of PA over cerlain stages of production in 

FA 's participating chains, provide both the necessary time and the resources required 

for implementing a future top-down corporate strategy. based 011 SC l. 

On one hand, maturity of the industry and low market volatility allow VI tirms 

to defer integration initiatives, but on the other, they provide the neccssary time to 

engage in a deliberate organizational change process, as part of a top-down strategic 

approach. 
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In that sense. regarding questions b) and c). relatively mild externa! conditions 

do favor a gradual approach for fA. eharacterized by the attain111ent of' lower stages of' 

SCI by delaying strong correctivc action. particularly complete disinvcslment. by the VI 

li rm. 

The resulting improvement in today's ailing position of FA. in thc ncw dynamics 

oí thc food retail competition could imply that in the ncar futurc. these slrategies could 

perrneate across ali chains and be extended to PA 's opcration as a group 

/>md11d '/_'¡pe 

With respcct to question d). the produet type determines thc appropriate SC 

strategy for adoption. aim ing to sol ve questions such as what processes require 

immediate attention. and on the side what type of inf'ormation must be shared in thc 

underlying process. in order to attempt more collaborativc initiatives. l3y focusing on 

core competences. the VI firm can identify inner strengths and weaknesscs that could be 

enhanced or overcomc through further coordination and to thc last extcnl. at thc cnd of 

the continuum, through more collaborative relationships. 

In this case since baked products are categorized as functional (Fisher. 1997), an 

operational excellence strategy is considered adequate. The model prescribes that 

integration. in the case of FA. requires focus over two dimensicns: Organizational and 

coordination structure integration. To that extent. ali cfforts under the organizational 

integration dimension must be aligned with such strategy. lt is important to mention that 

information integration. cvcn though it is not at the core of this initiative. becomes an 

enabler of first order for Sel, and should not be lett without cons deration. 

This approach suggests that 1T can be used to rcinforce the seo required for 

further developments in the collaborative performance systcm and incentive alignment 

(visibility) across the SC. 

Specifically for question b) andas suggested by the eARP, information about 

se performance and sales forecasts must be initially considered far sharing across the 

key agents in the channcL namely FA, PD and Packaging Co. 
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Contingent fundamental Questions Issued by Top-level man 
Variables level of influence over SCI 

The Case<~( Productos Alimenticios 
a) Whom to b) What e) What d) Howmuch 

integrate with? information must processes integration is 
be shared? must be required? 

integrated? 

Focal company's l'ositivcly Pro, ides certain Delincs thc Establishcs thc 
bargaining power influcnces guidelines o,·er guidclincs nec-cssa1·y 

Sel, in in formation and co111tractual 
particular sharing procedurcs agreements 
where thc for opera ti ng 
focal firm has the se 
a strong-hold 
in the se 

The lndustry Delferring 
implemeotation 
of Sel in this 
case where 
industry is 
mature and 
stali>le 

Business Low industry 
Environment vohtility acts as 

a dderrent of 
se 1, yet it raises 
concern over 
FA's 
mana ement. 

Product Type Guilles the Orients the Favors Favors higher 
proccss of process of thc integration integration in thc 
mapping the intra-firm untlcr the coo, di11atio11 
relcvant se i11formatio11 opcrationa l structure 
mcmbers in thc i11tegratio11 excellence dime11sio11. 
channcl. di111e11sio11. strategy 
Orga11izmio11al 
i11tegratio11 
di111 e11sio11. 

Table 6.4-4: lnteractions bctwcen contingent variables and manager's inquines. The case of PA 

I ·~ílmú, de. •llit11mlo.r proposerl sta11d i11 SCJ as .11<~~,·sted by !he prescriptive 

modd 

Based on a contingency approach, the prescriptive mod el suggests that FA , at 

the moment. must make the transition towards an overall medium level of SCI. That 

implies, along the bottom runway, full compliance with functional and interna! 

integration as a pre-requisite for more collaborative approaches in the future. lt demands 

a new perspective on relational exchanges, leaving behind extensive use of adversaria! 

transactions for solving the tlows of information and goods across the chain along 

subsidiaries. 
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As pcr qucstion e). on the top runway. the modcl suggests that F>1 could benetil 

from an initial approach towards VI disintegration. in particular regarding thc 

dislrihution runction aligning ali corporate efforts and rcsources with the operational 

cxccllcnce strategy by cngaging in further SCM iniliatives with world-class retailers as 

a mcans for breaking inertia ancl reducing inefficiencies. atternpting lo permeate the 

e.\pcricnces across lhc chains whcre it operates. 

A summary or thc proposed stand in SCI for both SCs is presented in the figure 

6.4-3 hellow: 
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Figure 6.4-3: The proposed stand for SCI in the case of Fábrica de Alimentos 
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Bascd 011 thc proccss maturity approach (Lockamy and McCormack. 2004b). 

thc rcsults ol'thc modcl are highlighted in the following table 6.4-5. 

st Evolve to: 

lssucs revolving around the prescriptive modcl 

1. Bottom Runway: Unarticulatcd functions Full functional and interna! 
Evolulionary path for 

J\dversarial Transactions integration compliance. 
intcgration Externa! integration of FA 

with key channel members 
(PD and Packaging Co -
experimental-) 

Relational Exchanges 

') Top Runway: VI Low lcvcls of lntegration Medium level of integration 
disintcgration as characterized by section 

6.4 formuts. 

-'· VI intcnsity leve! Characlcrized as high across Rangin;~ from medium to 
ali four VI dimensions low, pa,rticularly in the 

distribution function. 

4. SCI intensity Low to non-existen! Medium leve! with focus on 
intcgration across the SCs. In organi:rntion and 
ali dimensions. coordi111ation structure 

dimensions. lnformation 
integration dimension has 
an enabler role. 

Contingent Variables 

1. Focal Firm·s bargaining Rcluctancc to accept thc role. Experi-ence transfer from 
power Counteracting mancuvers. SCM initiatives in SCs 

where FA has the role of the 
focal firm. 

2. Externa! Environmcnt U sed as a means for deferring Provides time and resources 
corree! i ve meas u res for FA to adopt a top-down 

strateg,y for SCI 

3. Product Typc Non-di ffcrent i ated prod uct Adoptiion of an operational 
distributed under gencric excellence strategy, 
brands in a market dominated reinfoi-ced with a marketing 
by brand reputation. strategy based on brand 

reputation and positioning 
throui:h world-class 
retailers· distribution 
channels 

Table 6.4-5: Results of the prescriptive moclel in the case of FA 
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Flw/ó1111h ,md l '}ih .rt,,¡u: / :l'l!l11alio11 (//1(/ (()II.Wlidt1!h11 

Even though these two final slcps. were no\ subjecl of' the present study. their 

f'unctionality reside in their abilily lo assurc that lhc VI lirm graJually continues to advancc 

into SCI. aiming al more collaborative relationships. The supply chain as an entity. 

implements a comprehcnsive CPS and aligns both stralegy and incentives across key channel 

membcrs laying the ground for a reinforcing scqucnce of actions. that at the end of the 

continuum arrive to what is cal led in the I iteraturc the sew11/ess SC (Towil l. 1997). the virtual 

supply cha in (Magrella. 1998) or lhe more ample concept of supply networks (Jarillo. 1988) 

Ci.:'i. Congruence Validation of the Prescriptive Modcl at FA 

Thc application of the preseriptive model to thc case or FA concludes with the 

congrucnce validalion phase. Congruence can be validatcd through an analysis of its 

prcscriptions under the I ight of both. factua I in rorrnalion about t he VI tirm and lhe process 

engaged for its collection. 

Fhe hot/0111 nr 111vt1y 

This model. in conjunction with other reportcd cxperienccs (Kurt Salmon Assoeiates. 

2002) prescribes that FA must tirst comply with both functionat and interna! integration as 

initial steps towards more collaborative cfforts (Giméncz and Ventura. 2003). To aceomplish 

those objectives the tinn has to evolve from mere adversarial transactions, towards more 

articulated and relation-based exchanges. 

As explained earlicr, FA lagged well behind its competitors and could not benefit from 

the experience obtained from entering into SCM initiatives promoted by the world-class 

retailcr. due to a lack of functional integration. FA authorities attempted to moderate the 

eftecls of competition by adopting counteracting strategic maneuvers that included dealing, 

on an adversaria! basis, with regional and local distributors presenting lower levels of 

integration. 

The cost of such strategy was the surge of a volatilc dcmand characterized by 

seasonality and high variability. interrupting the neccssary sm,Jothness in SC operational 

llows. Without further differentiation, FA lost market share to stronger and reputable 

competitors. and did not pay attention to a growing business sub-segment comprised of more 
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hcallh-conscious consumers. Necdless to say that by avoiding intcgration. FA just delayed 

business lailure and lhc adoption of' such stratcgies was ccrtainly doomcd to fail in thc short 

run. 

'/ ·¡,,, !op mmJJa)' 

The mild environmental conditions ofthc industry. along with lhe dominance of PA in 

lhc pasta sub-segmcnl of food retai l. set aside thc most needed corrective measures for FA. 

Thc lirm used adversaria! transaclions -more characteristic of ,m-articulated hierarchies. 

cvcn with sister unils under VI control- lhus, forteiting the opponunity to consider operations 

under a SC perspective. at times whcn thc market competition was moving towards SCI. 

Furthermore. the model also prescribes that under changing cconomic conditions. the 

firm might benelil from VI disintcgration. The prcscription runs along the distribution 

function. whcre rA might benelit from embracing SCM initiativc:; originated by the retailer's 

role as a fócal tirm. The experience obtained from such initiativcs should necessary permeate 

othcr chains \\ herc FA hccomes thc focal tirm and promote f'urthcr intcgration. 

For that matler, by focusing on core competences and capabilities the firm can attain 

SC!\. Nevertheless. the contrarian strategy was adopted and FA rapidly slarted to sink. 

Countcracting measures included -in the outside- initially further isolation and more 

adversaria! transactions and in the inside, greater disfunctionality due to a lack of an overall 

strategic approach and incentive misalignment. Problems along the human dimension, such as 

hierarchies. hidden agendas and back-scratching dominated the opposing background for SCI. 

Thi- il(f111en,f oJ ro11!í11gemy variables 

PA does not provide its subsidiaries with a clcar strategic approach. Even though FA 

manufactures functional products (Fisher, 1997), that differentiate through brand name and 

reputation. the corporate resources were not assigned towards the alignment with an 

opcrational excellence stratcgy (Treacy and Wiersema, 1993). lnformation was not shared, 

spcci tically that related to sales forecasts and leve Is of service. Business process such as 

distribution and production were not part of any deliberate collaborative initiative among 

sister units. 
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Even though this issue was raised severa! times insid,~ the working and stcering 

committees. it took a long time to gct it incorporated into the manager·s mind-set hcnce the 

modd prcscription regarding a ehange in strategy was not timely considered. 

As opposed to the prescriptions of the model. industry maturity and lmv turbulencc 

othcrwise leading to timc-gaining opportunitics. acted as SCI deferrals. when />A did not 

establish the appropriatc stratcgic correctivcs to rcgain control over FA ·s performance. The 

permanence of VI control. was considered a sound strategy for P.4. as a group. but its rcsults 

could not be extended to the ailing operating eonditions of a lagging FA. 

/\s the delerral strategies lailed and the operation of F/\ was deemcd as a foilure. the 

managcria I Lcam re llected about and dcc ided. under a lop-dmrn approach. to reorient its 

strategy. This last ~ituation was implemented under not-so-hostile externa! conditions \vith 

possibilities to bccome successful in the near futurc. 

lJndcr more realistic conditions. the model initially suggests that /<A requ1res further 

advancemcnt. up to an ovcrall medium level. along the organizational and coordination 

structure dimensions. without forgetting that IT operatcs as an enablcr, espccially in the 

accomplishment of functional and internal intcgration. /\llcr sorne rapidly accomplished 

performance improwments. sclf reinforcing cycles of integration 1etivities would allow for 

further advancement in the SCI proccss. 

As it was observcd the inllucnce of the contingeney variables is summarized in the 

table 6.5-1 and its magnitudes are consistcnt with expectations. (Compare with cxpccted 

valucs in Table 5.3-5 above) 

Contingency Variable Direction of Aspect of influence Preferred Question supported 
influence Dimension 

Focal firm's bargaining Po:, itive ( +) se membership. Organizalional a): Whom to 
power Experiences must Operating guidelines lntegralion integrate with? 

permeate all ses 
wh ere FA operates 

Producl Type Positive (+) lnformation and Coordinalion b) What inforrnation 
Needs strategic operaling decisions lT as an enabler to share? 
alignment and e) What processes 
resource allocation to share 

Externa! conditions: Ne¡1ative (-) The extent of Overall strategy d) How much to 
Maturity of the industry Used for delaying integration integrate? 
and competitive corrective action 
conditions rather !han as an 

opportunitv for 
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1 deliberat_e strategy 1 

formulat1on 

Table 6.5-1: Thc influencc of contingency variables 

A schematic account of the congrnence of thc rnodel is shown in the following ligurc 

6.5-1 where gradual advancemcnt towards SCI is recommended 

Congruence of the Prescriptive Model: The context of FA 

L ...,Vertical Disintegration 

se1 
Evc¡,lution 

Adversaria! 
Transactions 

Whom to 
integrate 

With? 

What 
nformation 
to share? 

What 
process to 
integrate? 

ow much t 
integrate? 

Focal Firrn 
(+) SCI 

L

-0- rg_a_n_iz_a_tio_n_a_i _ _, ~ Dimensions 
lntegration ~ 

Type of Product 

(+ ) * Coordination -----------
lntegration 

_ s_P_I _ªn_d_1_T_e_na_b_1e_r_ /. . ',_., .-··__..__· . /) 
lndustry: S table 

and mature 
(-) T ime 

Top-down integration 

Busines

5

~,:~

9

vironment / ~ 
low vo latility MEOIUM 

(- ) T ime LEV EL 
T op-down integration SCI 

strategy RECOMMENOATION 

Relational 
Exchanges 

Figure 6.5-1: Congrucnce of thc presc riptive model for FA ; An schematic persptctive 

Ko• rc.mlts i11 the / JR project 

Not without resistance and derived from the concf us ions of the CAR project PA ·s 

management -pressed by a downturn in the financia! results of FA- retlected around the 

adoption of an SCO perspcctive towards the operation, not onfy ofst:ch firm , but ofthe whole 

PA group. 

The main results o f the project were the time series forecast of demand, the mapping 

of thc suppfy chains for FA and the adoption of a col faborative ptrformance measurement 

system based on a Data Enve loprnent approach using both operationaf and financiaf measures. 
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As expressed carlicr. the group adoptcd the suggcstion of thc CARP to comply with 

inkrnal integration. using IT asan enabling leverage. PA recently announccd thc outsourcing 

of ali information and performance measurcment systems to an l111egra1ed So/111io11 PnJl'ider 

(JSPJ. Even more. FA agreed to engage in further initiatives. such as marketing new quality­

bascd baked produc:ts. under PA 's premium brands in lhe world-class retail chains across 

Mexico and for export towards the Hispanic markets in thc Unitcd Statcs. in an attcmpt lo 

reconfigure its marketing strategy along further brand diffcrcntiation. 

A gap in both literature and trade accounts as well as in practicc. as obscrved through 

the ARP. regarding the necessary guidelines for SCI implementation were established. The 

prescriptive model resulling from this research. responds to cum:'.nt conditions in PA and 

furthcrmore. it can be modified and applied under differcnt sellings contributing to the 

thcoretical advancement in the field of integration. 

The suggestions for FA as a result from the prescriptive model appear to reasonably 

comply with curren! theoretical developments in the field of SCI. the whole AR proccss 

engaged and with thc latcr strategic choices and decisions made by PA 's authorities over its 

stratcgic reconfigurat ion. 

6.6. Assessing the quality of the present AR projects 

Even though AR enhances action in research and considers that its outcomes must be 

uscful for the client. the reflection process proves to be an importan! mean for benetiting from 

sorne generality by relating its findings to implication in futurc situations. That is practitioncrs 

and researchers benefit from generalization by " ... having something to say ahout other contexts 

than that within which lhis .1pecific practitioner opera/es" (Eden and Huxman. 2002. p.256). For 

that matter generalization draws the attention to the issues of reliability and validity in 

qualitative -particularly in action- research. 

Healy and Perry (2000) argue that judging the quality of research must be based on thc 

paradigm where it is rootcd, and that the findings in one project can not be transferred to 

another project bascd in a different paradigm, without changing their form and content 

(Thompson and Perry. 2004, p.406). 
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With respect to the present AR. as expressed berore in section 4.2.2. thc CARP 1s 

rooted in the critica! thcory paradigm whcreas the DARP is rootcd undcr rcalisrn. 

/{diahili(r {//!(/ ' illiditr 

Both concepts reliability and validity were initially developed in the natural sciences. 

andas such can not be directly applied in qualitative research. Furthcrmore tests or rncasures 

of such concepts • .. as used in the ma1hema1ica/ or ph_rsica/ sciences are inappro¡Jriate .fiw 

q11alitative inrestigation and can cause considerah/e co11fúsio11 1rhe11 app/ied. [NeverthelessJ. in 

their hroadest conceptions. reliahi/ity 111eaning "suslainah/e ·· a11CI ra/id:t_F mea11i11g "ire/1 gro1111ded ·· 

wi/1 lwve re/evance.fár q1w/itative research since 1hey he/p to define 1he :,trength oflhe data .. (Lewis. 

2003, p. 270). Reliability and validity have different meanings acrnss paradigms yet they can 

be assimilated through different concepts. 

Rcli,,hili(J• (l/1(/ 1 'illidi()' /11 q11ali!alire n'smnh 

Regarding qualitative research. reliability conccrns thc rcplicability of the study·s 

findings and questions. whether the results would be repeated under the same or similar 

conditions. Riege (2003. p.81) considers that ..... re/iahi/i1_1· rc:fer.1· 11, the de111011stratio11 that the 

operations and procedures of the research inquiry can he repc:atc:d hy u/her researchers irhich then 

achieve similar .findings. that is, the extent o.f.{,ndings can he replirnted :1ssuming that. far example. 

interviewing techniques and procedures remain consisten/. " Further the author suggests that 

''Dependabi/it/" in qualitative research is the concept analogous with reliability in the 

quantitative research. 

In turn validity is understood to refer to the "correctness .. or "precision .. of a research 

finding (Lewis, 2003, p.273). Moreover under the positivism paradigm. validity is considered 

to be multi-dimensional, referring to construct interna! and externa! validity. In qualitative 

research and following Lineo In and Guba ( 1985) the concepts of Confirmability. Credibility 

and Tramjerability/Generability are considered analogous to the dimensions expressed above 

and preferred in the analysis of research quality. 

C,;iteria.fórjut(~ú{g q11ali(y i11 ./1 R prq/eds 

Following Thompson and Perry (2004), and based on the "critica/ rheory" paradigm, 

the criteria for valuing the quality of the CARP would be those considered for qualitative 

research: Confirmability, credibility, transferability (Lincoln and Guba, 1985) and 

dependability (Thompson, Perry, 2004). Whereas, in the DARP rooted under ··realism ", the 

criteria are: ontological appropriateness, contingent validity, multiple perceptions about a 
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single rcality, methodological trustworthiness. analylic generaliz;ilion and construct validity 

(Healy and Perry. 2000) . 

. Q11t1!ily (.Ji/e1it1.fú ¡/Ji, C · Il{f) ti/ J>rod11dos . Jlime11/Í(1ÓJ 

Cnlt'rÍOII I. Co11/1m1,1hililr: 

This is analogous to the notion of neutralily and c,bjectivity in positivism. 

corresponding closely to construct validity. The goal for testing confirmability is to evaluate 

"1rhe1her the inter¡m!tation of' data is drawn in a logical and unpreJudiced manner. That is, to 

assess the extent to 1rhich the conclusions are the most reasonahle ones ohtainahle .fi-0111 the dato " 

(Riege. p.81 ). and whether data is reliable, factual. confirmable or confirmed (Thompson and 

Perry. 2004). 

Mi les and 1-1 uberman ( 1994 ). proposed. for cach critcria. ke) questions for appraisal. 

In lhis case such queslions raise thc follü\ving issucs: 

.., Are thc study's general methods and procedures described cxplici'.ly and in detail? 

.., Are study data retained and available for reanalysis by others? 

In chapter five. the mcthods for collecting and analyzing data were detailed. Data was 

collected through interviews. documentary analysis and observation. Thc use of ·Topic 

Guides", referred in Appendix A. allowed the researcher lo implcmcnt semi-structured 

intervicws and observation guides. The in formation was complcmc:nted lhrough informal 

interviews and site and location visits. The board meetings allowed the rcsearcher·s team to 

perceive problems of hierarchies, hidden agendas and resistance lo change on behalf of the 

operating management and the working committee. The possibility of triangulating 

information resulting from the different data collection methods employed was used to 

confirm information and provided richer descriptions of lhe main concerns at Productos 

Alimenlicios. Documentary information and formal communications with PA, including 

operation related data are kept on file and shown in Appendix B. The tieldwork and the data 

analysis processes are surnmarized in the form of Mental Maps and are considered an integral 

part ofthe study. 
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(.Ú!t'rio11 2. (.1Yr/i/;i/iJr: 

This is thc parnllcl construct to interna! validity. lt involvcs thc approval of research 

findings by cither interviewees or peers as realities may be intcrpreted in multiple ways and 

attcmpls to evaluale how findings retlect the reality of the actual phenomenon investigated 

(Thompson and Perry. 2004. p.81 ). As above the key queslions for appraisal are: 

.., Are the findings internally coherent? 

.., Are conccpls syslcmalically relatcd? 

Thc CARP implied collaborative work -for about ayear- between the managerial and 

researchcr"s teams in order to implemcnt organizational change, in this case designing a PMS 

for FA and reorienting the slratcgy from VI to SCI. Ovcr this time the researcher"s team had 

the opportunity to consider li.1rther theoretical developments rclated to performance 

measuremcnt and SCI and also altcrnative tools (time series íorecast and sa les information 

sharing) lor addrcssing J,'¿1 ·s operaling problcms such as the bullwhip etlccl and distribution 

incfliciencies. Furthcrrnore the lriangulation of the different methods for collecting 

in formation con firmcd importan! facts about PA ·s operation. and the intcraction with the 

working and steering committces. allowed for a deeper understanding of the human 

dimension of organizational change at PA. 

As a result of the CARP. the main objective of the DARP was established, and 

stcpping from a joint rctlcction process. it evolved from a simple measure of performance in 

the SC to a systemic transformation of the VI firm towards further intcgration, as a suitable 

tool for alleviating FA ·s ailing condition. This process ended with the development of a 

prescriptive model that could be used to guide the practitioner"s etforts to achieve such 

integration. 

Cii1erio11 3. 'f'rrm.!krahilily: 

This is analogous to the function of externa( validity or generalization in conventional 

quantitative research. For evaluation. the key questions are: 

.., Do the tindings include enough ··1hick descriplions" for readers to assess the potential 

transferability appropriateness for their own settings? 

.., Are thc findings congruent with, connected to, or confirmatory of prior r.heory? 
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Thc practitioncr"s pcrspective derived from the pre-understanding stagc or the J\R 

project providcd thc neccssary insights into SCM consulting. the human dimension problcms 

of performance mcasurcment and the initial information required fer designing the PMS. This 

disccrnmcnl allü\vcd Lhe researcher"s team members better ~ommunication with the 

managcrial tcam and provided sensitive information and experience useful in Lhe consultancy 

part of thc J\ R project. 

J\ rcview of' thc litcraturc. and the application of diverse theoretical approaches 

through this projcct. conlirmcd the rationale for a balanced me2.surement system. yct thc 

actual implcmentation contlicts raised. were not stressed enough in the bibliographical 

accounts. and contrastcd sharply with the researcher" s team previous experience in SCM 

initiatives. 

Even though this projcct is based on a contextual setting -in this case VI firms in the 

food retai I sector in Me:-; ico- thc actual research process. the i 1 formation described and 

analyzed and the resulting prescriptive model, provide general guiclelines for the transition lo 

SCI. Furthermore readcrs can reflect not only about the diverse theoretical developments in 

the field of SCI. but also on SCM consulting experiences as well. 

The experiences attained through this AR project and fully described in the present 

report. particularly those regarding SCM initiatives implementation are consistent with 

previous experiences of the researcher's team members, and the application of this 

prescriptive model in different settings is seriously considered as part of an ongoing research 

program at the research-host institution. 

Regarding theoretical confirmation of issues in this AR project, it is important to 

mention that two main clements of the model, namely multi-dimen~:ionality of integration and 

the contingency approach to integration were initially suggested at the pre-understanding 

stage. proposed in the review of an extant literature and confirrned through the different 

stages ofthe AR process in the case of PA. 

Crill'rio11 .J. Dr/Jmdahi/itv: . ~ .; 

Allows testing of the consistency of research and actually deals with the research 

design. In this project the compliance oftwo foil sequential cycles of the CARP under the AR 

program, the use of topic guides - as shown on Appendix A- as an aid for data collection 
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through semi-structurcd interviews. observation and documentary work. the information 

triangulation activitics and the explicit documcntation of thc rcsean.:h proccss including model 

dcsign. showed that this rcsearch (alls undcr acceptable limits (Thompson and Perry. 2004) 

and contributes to establish this quality criterion in the present study. 

Qndit¡• oitrria/or the /) , j J{/> al J>rodmios . , l!iJJJt'll!iáo.1 

Following Thompson and Perry (2004) the following six crit~ria are used for 

cvaluating quality of th generalizing project (DARP) 

(,'1ilr1io11 1. 01110!0¿,'im/ aPPmJ>1ialme.r.r: 

This D/\R project deals with complex phenomena at VI tirrns mainly associated with 

organizational changc in a particular context characterized by hierar;;hics. hidden agendas and 

rcsistancc to changc. 

Undcr thc research design, AR was selected as the appropriate method for responding 

to thc main research questions, regarding the factors that inhibit/enablc thc establishment of 

SCI practices in VI firms and the way for designing a prescriptive model to assist VI firms in 

thcir transition to SCI. 

Moreover the researcher's team does incorporate certain theoretical and practitioner's 

insight into the AR project particularly through the pre-understanding stage, but mainly 

integrales thcory as it emerges from data, and as a rcsult of the AR sequential cyclcs. allows 

for information triangulation derived from interviews -semi-structured and informal-, 

observation, focus group type of data collection (non-deliberately in the board meetings) and 

through documentary work. 

CJitnio11 2. Contingent va!idi(y: 

lt establishes validity about generative mechanisms and the contexts that make them 

contingent. In the prescnt AR the contextual and strategic setting for PA was thoroughly 

analyzed. both internally -operating problems- and externally -industry and compctition­

through the use of second hand information and internal data col1 1:!ction. In the process of 
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attempting to solvc operating problems for FA. the DARP cvolved in a new and promising 

approach. namely thc study orthe transition of VI firms to SCI . 

Cn1,·n'o11 3 . . \ lu/tifJ/,, brn,'Nio11 o[bm1iábt111!.1: - r r > _ r , 

The AR explicitly rccognizes that participant"s perccption is not reulity but merely a 

window to reality. For that matter the project allowed for conlirmation and perception 

discovery by complementing briefing meetings and semi-structurcd interviews with members 

of the working ancl stcering comrnittees through informal questioning with plant and 

operating managers, observation at both plant and distribution siles and documentary work. 

both directly from PA and attained from secondary sources. such as trade publications and 

public databases. 

The project ernphasized thc conte:xt-specific rellection about !' A 's vertical control over 

FA. ami obtained important considerations used in the development of the contingency 

approach issue in the design of the prescriptive model. The following three criteria deal with 

methodology 

Clitelio11 -/.. ,\lethodolr~~iral tmstwodhi11ess: 

This criterion is concerned with establishment of the credibility of the report and is 

similar to constructivism's consistcncy or dependability criterion. lt refers to the e:xtent to 

which the research can be audited, by providing the actual data collected and the use of 

quotations. As e:xpressed before. in this study the tieldwork structure and a detail of 

communications is referred to in the Appendices A and B, and proper quotations are used 

along the report. 

Crit,,rio11 i . . ,J 11alrlic gwerali;;;ptio11 or theo~J' h11i/di1{~: 

" .. . lt explores how research findings nestle within exisling 1heories ahou/ the world and its complex 

interde[Jendent phenomena. That is, this criterion concerns how the meti10doloRJ• was used to huild 

theory" (Thompson and Pcrry, 2004, p. 412). 
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In the prcscnt study the prc-undcrstanding stagc providcd sorne insights about SCM 

initiativcs. undcr thc rnnccpt of the seamlcss pipeline. dcvcloped thc notion of balanced PMS 

and introduccd lhc idi.::a or using DE/\ asan analytical 1001 for benchmarking efficiency ami 

cfticacy in the SC. i\11his lime the multi-dimensionality of integraü:.rn was suggested and was 

laler confirrned through prcliminary litcralure review and data collected from PA. 

The monitor meta-step allowed thc evolution of thc DARP from SC performance 

mcasurcmcnt to includc lhc study of thc transition of VI forms te, SCI. and the need for a 

prcscriptivc rnodel orienting such transition. 

The conjunction or the literature rcview and the data collection and analysis allowed 

the inclusion of importan! issues in the design of the prcscriptivc model such as appraising 

dimensional ity and intcnsity in integration and thc contingcncy approach towards SCI. i\s 

part of thc reílection proccss the dimensions of SCI. thcir charactcrization, the cvolving path 

and thc selection of contingcnt variables was achieved. the model was designed and tested in 

the case of FA. Further re tlection allowed lhe consideralion of impl icalions and future 

applications of the mcntioned prescriptive model. 

Cn/oio11 6. Co11stmd 1 ' a/iditr 

This concept is similar to the construct validity of positivii;m research and refers to 

how wcll information about thc constructs in the theory being built, are "measured" in the 

research. 

In the present case, the three dimensions of SCI, namely Organization, coordination 

structure and information integration. derived from the literaturc rcview and were confirmed 

through the pre-understanding stage and appraised in the initial a:,-it-is diagnostic of FA ·s 

operating conditions. The scale of low-meJium-high was adopted from earlier studies (Bagchi 

et al., 2002). Otherwise the dimensions of VI, and their charactcrization were adopted from 

Harrigan ( 1985) ancl the contingent variables that moderate SCI were also suggested 

elsewhere in the literature and their expected influence was confirmed through the project"s 

results. To further ensure construct validity, the DARP included thorough reflection and 

advice on design and report presentation from the researcher"s tcam ~;enior members 
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Conclusions and rccommendations 

-. , . Initial Considcrations 

The main objective of this dissertation is to examine and atta in a deeper understanding 

about thc evolutionary process that VI firms need to undertake towards supply chain 

intcgration. For that matter. this examination takes place in the context of a vertically 

intcgratcd group bclonging to the food retail sector in Mexico. 

Thc study addresses two fundamental research questions: 

1) What are the factors that enablc/inhibit SCI? ; And how can thcy be overcome? 

11) How can a congruent prescriptivc model be traced to assist VI lirms for their successful 

evolution towards supply chain integration? 

This rcsearch is based on the f'ollowing premises: 

1. Thc new terms of global competition have forced corporations. particularly those historically 

organized around vertical hierarchies. to reorient their high-lcvel strategies, from indepcndent 

opcrations characterized by adversaria! transactions towards more articulated strategic 

partnerships (Taylor. 2003).Vl firms. under strong competitive and environmental pressures for 

disintegration ancl differentiation. are urged to evolve towards more participative SC approaches. 

2. SCM and SCI have rcceivcd a great deal of attention yct reality shows that very few companies 

are engaged in SCI. Succcssful case studies that deal with SCM 1re documentcd but have not 

provided managers with a general and practica! path that could lead :hem through successful SCM 

implementation. For that matter. practitioners and managers alike have a strong need for a 

framework. linking corporate stralegy with effective supply chain management that eventually 

could guide the integrative efforts of VI firms. 

3. In the earliest versions of the SC concept, lirms sought to achieve vertical control and obtain the 

desired efficiency and responsiveness by owning each element of the chain. On that line of 

thought. this study is based u pon the notion that the foundations of supply chain integration theory 

were initially bascd on the theory of vertical integration and thc val Le chain concepl as developed 

by Porter ( 1985) and Alderson ( 1957). 
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For that matter in the prcscnt study. SCI is considercd both an application andan extension of VI 

thcory. and it is dcfincd as the comprehensivc collaboration among SC network members in 

stratcgic. tact ical and opera! ion al SC M. The degrcc oí advanccment from adversaria! relationships 

to full collaboration across channcl members will account for th~ intcnsity of supply chain 

integration. and furthermore characterized along three dimensions a) Organizational integration: b) 

lnformation integration and e) Coordination structure integration and across their respective 

stages. into three lcvcls: Low. Medium and l ligh. according to readily observed attributes (Bagchi 

et al. . 2002). 

The prcsent study is framcd in a research program characlerized by two concurrent 

action research pro_iccts in SCI. The first is the Core Action Research, involving the 

rcscarcher" s and managcrial teams in an organizational change program aimed at devcloping 

a supply cha in systemic approach in a subsidiary of a vertical integrated group. by designing 

and implcmenting a supply chain performance measuremenl system and SCM initiatives 

oriented towards eliminating inelliciencies in the firm·s operation. 

The second. the Ge11eruli::ing or Dissertation Action Research Project, whcre thc 

candidate engaged in writing the presenl dissertation and who5e main objective was lo 

conlribute lo lhe theorctical advancement in the field of SCI by deepening the understanding 

about lhe factors lhal force upon and inhibit the transition or VI firms towards more 

inlegrative approaches and at the same time develop some guidelin;:s that could aid managers 

and practitioners in their SCI initiatives. 

The project concluded with two full cycles of AR phases, r1amely: Plan, act, observe 

and retlect in both the CAR and the DAR projects. The CARP concluded with a PMS based 

on balanced meas u res for FA that can be readi ly appl ied to the whole P A group, whereas the 

DARP concluded in thc design and initial implementation at FA. of a prescriptive model for 

orienting VI firms in their evolution to SCI. 

Our lindings suggested that SCI today is not a matter of ch,)ice but rather of selecting 

an optimal degree. For that matter, VI firms can benefit from disintegration by engaging in a 

dcliberate top-down strategy approach, reorienting their operation towards SCI by defining a 

target level and based on the prescriptions of the modeL advance a long the dimensions, which 

in tum articulate to cnhance SCI. 
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- .2. Summary of Rescarch Findings 

The lindings as a response to the two main research questions, as they relate to the study of 

/<~4. are summarizcd in the following section. 

lnátle11U' ~/jétdon 011 .111pply chai11 i11t1;~mlio11 

As dcrivcd from the AR project. the factors identified to inlluence supply chain 

intcgration are both externa! and interna!, and today span outside the boundaries of the firm . 

Thc actual business dynamics imposcs 011 management the facl that compctition now. docs 

not longer takc place among individual busincsses. but between entire value chains. 

As it emerged in this research process. in general it can be asserted that among the 

externa! factors. thc incrcasing complcxity of the ever changing business cnvironmcnt and the 

nature of competition. force today"s enterprises to seek new ways to attain compditive 

advantages. 

Thcoretical accounts of the source of competitive advantage based on rivalry can not 

provide anymore the ncccssary answers for ailing corporations. As the basis for CA quickly 

crodes by imitation and extraordinary rents are determined by the Clockspeed of thc industry, 

new ways for obtaining SCA are found on exploiting relationships and more collaborative 

based linkages. 

At the light of current business conditions, vertical control, historically proven to be a 

sound strategy, is doomed to fail in the near future, leading the way for an evolution towards 

more collaborative approaches. Therefore the pressures derived from both. the externa! 

business complexity and, the establishment of SCM initiative~. aiming at attaining SC A, on 

behalf of powerful business partners or competitors are found to exert a positivc intluence 

ovcr SCI. 

Moreover it has been found here that in the chains that operatc under a focal firm with 

strong bargaining power, supplicrs tend to forfeit its decision rights to such firms, which in 

turn define SC membership and prescribe the operation guidelines for the chain as a whole. In 
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th is rescarch. the find ings suggcsted that. at the prescnl time. ai I i ng compan ics can slrive for 

survival by articulating with thc retailer in an integration prnccss. and implement the 

knowlcdgc obtaincd in other chains where they. in turn. bccome thc focal lirm. 

With respect lo the interna! factors, intereslingly enough the research lindings suggcsl 

that initially, they Jo hindcr SCI. On one hand. highcr degrecs of VI de lay. to say the leas! thc 

urge to evolve towards SCI. In our particular case. cvcn though FA MIS lrailing way behind 

ils compctitors. the parent company did not take corrective mea,ures. such as disinveslment 

and adopted strategies that simply deferred business lailurc. Whcn otherwise. VI has bcen 

adopted. and seemed to be a sound strategic decision in some cortexts. disinvestmcnt or other 

disintegration strategies are not readily considered as corrcclivc measures and can be thought 

of as a problem by themselves. thcrefore managers tend to avoid this decision as much as 

possible (status-quo). 

This finding is consisten! both with the literature (Stonebrakcr et al.. 2004: Harrigan 

1985) and with insight attained in the pre-understanding stage of the ARP. andas such lcads 

the way for introducing a contingency approach where variables such as focal firm bargaining 

power. industry maturity, business environment and produet type. among others act as 

moderators of SCI implementation. 

On the other hand, and along the human dimension. cor1:eclive measures. in this case 

transition towards SCI, were delayed dueto managerial opposition to change. Problems such 

as hierarchies. hidden agendas and resistance to change proved to be important detcrrcnts lo 

SCI. Previous success of VI strategics altered the owners and managers pereeptions about 

ailing operating conditions of a subsidiary, to say the least. 

Altogether, in the case of FA, the deferring strategies fai led and as a result of the joint 

retlection process of the researcher's and managerial teams, when the latter adopted a more 

SCO perspective lowards the operation of the PA group, the moderating e ffect of the 

contingent variables was considered to have a positive iníluence over the SCI process. 

Thc positivc influence over SCI, of powerful partners in the chain, as suggested in the 

literaturc. was contirmed in the study and eventually applied at the time where the working 

committee suggcsted that the experiences attained through the world class retailer's SCM 

191 



initiatives could 111..: nlendcd to olher clrnins \\ hcrc /\1 op1~rales. anJ as such that 

rc1.:ommendation was appraised by the Board or Diredors. 

J\s expected. once the SCO \\as cstablisheJ in the rnana~ers· mind-set. the relativc 

stability of the induslry and mild business environrnental conditions for FA. nlong with the 

stronghold or I'A in othcr business segments provided thc nccc<;sary time to implemcnt a 

delibcralc top-down stratcgy oforganizationnl change towards SCI initiativcs. 

G ivcn the nature or the prnducts eonsidcred (/3ukecl snud.,) the rcscnrcher" s team 

recommended that the group must rcoricnt its overall stratcgy by ailocating rcsourccs towards 

stratcgic ni ignment undcr thc operntiona I cxccllence strategy (Trcacy and W icrsema. 199 3 ). 

¡\ sumrnary of the magnitudes and cxpccted incidcnces is rcplicaled here in table 7.2-1. 

Contingency Variable Direction of Aspect of influence Preferre 

Focal firm's bargaining 
power 

Producl Type 

Externa! conditions: 
Maturity of the industry 
and competitive 
conditions 

influence Dimensio 
Positive ( +) 
Experiences must 
permeate all ses 
where FA o erates 
Positive ( +) 
N eeds strateg ic 
alignment and 
resource allocation 
Negative (·) 
Used for delaying 
corrective action 
rather than as an 
opportunity for 
deliberate strategy 
formulation. 
After reflection 
provided the time 
opportunity to 
engage in a 
deliberate strategy 
reorientation. 

se membership. Organizational 
lntegralion Operating guidelines 

lnformation 
operating decisions 

The extent 
integration 

and Coordination 
IT as an e na ble r 

of Overall strate~1y 

a): Whom to 
integrate with? 

b) What information 
to share? 
e) What processes 
to share 
d) How much to 
integrate? 

Table 7.2-1: Expected iníluence over SCI of contingent variable sundcr thc prescnl study 

I )r.ri~IIÍI(~ (l/1(/ implt'IIJeJl!il(~ (/ frt'SOi/JIÍl't' !!Jlirld/or se .1 

In lhe light of a downturn of FA '.1· operating conditions and once the urge for VI 

transition lowards SCI was embeddcd in the mind-sct of the high lcvcl managcmcnt. and the 
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nced for a general frarncwork that could guidc such finns in the said cvolution was identificd. 

the DARP evolvcd itsclf from a projcct whosc main objcctivc was to mcasurc SC 

pcrfórmance to onc that cncompasscd Lhc necd for dcsigning and implcmenting such 

prescriptivc framcwork. 

For that matter. as a rcsult of thc J\R pr~jcct. this rcsearch proposed a -proccss 

maturity based- prcscriptive modcl for SCI comprising two parallel runways: a) The bottom 

road made up by a continuum of scqucntial stagcs that tegins with a functionally 

disconnectcd organization and evolves through cxtcrnal integration. where thc basis for such 

evolution resides in the transition from adversaria! transactions to relational exchanges. and b) 

the top runway that expresses the path Lhat a VI firm must follow towards disintegration 

rccognizing that the prcssures in contemporary SCM lavor such stratcgy. which in turn is not 

a qucstion of choice arnong l\vo extreme alternativcs but rather or selccting the optima! degrce 

according to specific circumstances (Co111¡ )(1re Figure 5.3-./). 

The model. based on VI theory. proposes a contingency approach that could aid in the 

solution to four fundamental questions: a) With whom must the firm integrate? b) What 

information must be shared?. e) \Vhat processes are going to be integrated? And: overall d) 

How much integration is required (inlensily )'? The four contingent variables are: Thc focal 

company"s bargaining power. the rnaturity of thc industry. thc business environment and the 

product type. 

The thrust of the model resides in the articulation 01'1he three SCI dimensions. As 

a result of a top-down approach to strategy. the SCI process starts with organizational 

integration as the guiding force. The initial stages of a) attitude of top level management with 

SCM and b) commitment of channel members with SCM lead to the adoption of a supply 

chain orientation in focal organizations, and gives further thought around various decisions 

regarding SCJ"s possible contribution to improved performan,::e. Every initiative towards 

SCM must cxpand the reflection and dialog processes beyond tre boundaries of the firm and 

include key channel members. The conformation of SCM initiativcs into a real SCI approach 

rcquires further decision making over the two other -enabling- dimensions of integration: 

information and coordination structure and resource sharing. Therefore the above-mcntioned 

fundamental qucstions re-direct the strategic process towards formal definitions about the 

prcferable lcvel of SCI. Questions b) and e) address the issue :)f the content of integration, 
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whcrcas qucstion i) defines thc subjects of integration. Finally. question d) addresscs the 

nccessary cxtcnt or intcgration . 

. \ l 1)(/d illl/!li·111mlalio11 11/ I · 
¡ 

As dcrivcd from thc ARP. thc implerncntation of SCI under the guideline of the 

prescriptivc modcl runs along thc follO\ving steps: 

Diagnostic Phase: Thc VI tirm adopts a SCO approach implying the identification of 

potential benefits n.:sulting from waste and inefficiencies eliminalion. The organization must 

comply with functional ami interna! intcgration. This step constitutes a pre-requisitc for 

engaging in SCI activitics. The VI firm understands thc importance of managing both. 

relationships and material and information llows and decides to operate as part of a supply 

chain. 

Stratcgy Formulation: Top-lcvcl managcment identities the requirements for a successful 

operation. As a result thcy adopt a succession of decisions aiming at the definition of 

strntegics, at the corporate. tactical and operative levels for thc whole supply chain, paving the 

way for advanccmcnt in organizational integration. 

Subject, content ancl extent of integration: The VI firrn must answer thc four fundamental 

qucstions that shape SCI. taking proper decisions in technology, material and information 

flows and relationships management. Such decisions lead to advancernent in the information 

and coordination dimensions. 

Evaluation: The channel members evaluate the positive effects or SCI and also the problems 

arising frorn any collaborative initiatives. Special care is dueto the reinforcing effects of the 

interactions between stages of SCI and further decisions about coordination and information 

sharing are considered. Advancernent in SCI is dependent on such results. 

Consolidation: The SC consolidates the development and irnplernentation of a 

comprehensive set of performance measures and the alignment of incentives. therefore 

establishing the framework for continuously successful SCI implementation. 
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Thc collateral results of the CAR projccl revealcd t1at SCI in PA was not only a 

111attcr or lcchnical and tactical issues. but rathcr strong cnnsideralions about hicrarchics. 

rcsistancc to changc ami status-quo. incentive 111isalignmenl. hidden agendas and lack ora 

dclibcralc stratcgic proccss a111011g other problems a long the human dimcnsion of integration. 

Thc SCI process was initiatcd as a conscquence of both the CAR and the DAR 

projccts. yet the modcl rcsulting from the last DAR cycle could not be implemenled in full at 

PA. Ncvcrthclcss. thcrc is evidence that thc Board mcmbers of FA. regained full mvarcness of 

lhe problems related ,, ith V l. and decided to delibcrate ly implement a strategic change 

approach towards marketing and IT adoption. For that matler. the prescriptions of the 

111alurity modcl of SCI ror the case of Produclos Ali111en1icios werc presented and evaluated in 

th is document 

l3ased 011 a contingency approach the prescriptive rnodel suggests that FA must 

transil towards an ovcrall medium level of SCI. For that matter it implies, along the bottom 

runway. full compliance with functional and interna! integration as a pre-requisite for more 

collaborative approachcs in the future. lt demands a new perspective on relational exchanges, 

leaving behind adversaria! transactions for solving the flows of information and goods across 

the chain. On the top runway, the model suggests that FA c,)uld benefit from an initial 

approach towards VI disintegration, in particular regarding the clistribution function aligning 

al I corporate efforts and resources with the operational excellence strategy by engaging in 

furthcr SCM initiatives with world-class retailers as a means for breaking inertia and reducing 

inefficiencies. Moreovcr the model explains in detail that FA requires further advancement in 

the organizational and coordination structure integration dimensions related to SCI and 

improvcment in in formal ion integration related to compliance of both functional and interna! 

integration (bottom runway of the 111odel). 

Co11~mence o[! ht' model 

Derived from the conclusions of the CAR project, the top-level management of 

PA rcílccted around the adoption of an SCO perspectivc towarcls the operation, not only of 

F4. but ofthe whole PA group. The main results of such project wcre the time series forecast 
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or dcmand. the mapping or thc supply chains for FA and the adoption of a collaborative 

performance measurement system based on a Data Envelopmcnt approach using both 

opcrational and financia! measures. The group adopted thc suggestion or the CARP to comply 

with interna! integration. using IT as an enabling leverage. PA recently announced the 

outsourcing of ali inlormation and performance measurement systems to an ln1egra1ed 

So/111io11 I'rm·ider (/SI') . Even more. FA agreed to engage in further initiatives. such as 

marketing new quality-based baked products, under !'A 's premium brands in thc world-class 

rctail chains across Mcxico and for export towards the Hispanic rnarkets in the United States. 

in an attempt to reconfigure its marketing strategy along further brand ditTerentiation. 

The suggestions for FA as a result from the prescriptive model appear to 

reasonably comply with current theoretical developments in the ticld and with the strategic 

cho ices and dccisions made by !' A 's authority over its rccon figuration stratcgy. thercfore 

providing the necessary grounds for validating the congruence of 1he modcl. 

.Q11ali!J' o/!he Resemd, 

l lcaly and Perry (2000) argue that judging the quality of research must be based on the 

paradigm where it is rooted. and that the findings in one project can not be transferred to 

another project based in a different paradigm. without changing their form and content 

(Thompson and Perry, 2004, p.406). With respect to the present AR, as expressed before in 

section 4.2.2, the C:ARP is rooted in the critica! theory paradigm whereas the DARP is rooted 

under realism. 

Following Thompson and Perry (2004 ), and base:d on the "critica/ theory" 

paradigm, the criteria for valuing the quality of the CARP would be those considered far 

qualitative research: Confirmability, credibility and transfcrability (Lincoln and Guba. 1985) 

and dependability (Thompson, Perry, 2004). Whereas, in the DARP rooted under "realism ". 

the criteria are: ontological appropriateness, contingent validity, rnultiple perceptions about a 

single reality. methodological trustworthiness, analytic gcneralization and construct validity 

(Healy and Perry, 2000). 
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As pcr the dctailed analysis exprcssed in scction 6.6. thc quality of the research 

undcr cach critcrion. frorn thc CAR and the DAR projccts is assurcd under thc normal limits 

cstablishcd for that mattcr (Thornpson and Perry. 2004 ). 

-.3. Theoretical contributions 

Even though the extant literature reflects around thc theor,;:tical rationalc for SCI there 

are not cnough ernpirical studies actually dealing with its implern;:ntation. particularly in a VI 

setting. Thc lirst contribution dcals with the actual cxamination of thc factors that 

inhibit/enable SCI. studied under a contextual setting. 

As the l iterature suggested. the externa! factors that enabk SC I were identi fied in the 

contextual sctting under study. as expected. Yet the tindings rcvealcd add itional issues 

bcyond thc technical scope of SCI and more along the human dirncnsion problems of SCM 

initiatives implementation -mor!! intff1wl factor.,-. These tindings are consistent with 

consultancy"s expcricnccs and are not well documcnted in both academic literature and 

consullant firm · s wh itc papers. Moreover, trade accounts do not si:ress cnough such problems 

and do not providc guidelines for dealing with them accordingly. whereas this research 

attempts to prescribe ways to overcome such difficulties. 

A gap in both literature and trade accounts as well as in practice -as obscrved 

through the ARP- rcgarding the neccssary guidelines for SCI implementation was established. 

Thc second theoretical contribution resides in the prescriptive model. result from this 

rescarch. By rcconciling SCM and strategic management literature and by combining present 

with emergent knowledge in the process of implementing supply chain integration in a 

vertically integrated firm, this framework seeks to contribute to theoretical and practica! 

advancement of SCI by filling such gap and at the same time respcnd to current conditions in 

PA. 

As a continuation of this research venue in future work. this model can be modified 

and applied under difterent settings, first along VI firms and extended to other organization 

types contributing to further theoretical generalization and advanccmcnt in the field of supply 

chain integration. 
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-.-1. Limitations, delimitations and implications for furthcr study 

As stated carlier. due to thc naturc of the rcscarch mcthod adoptcd and the paradigm 

where it is rooted. the role of the rcsearcher in the CAR projcct and the contextual nature of 

the study. at least three main methodological limitations are considcred: 

Thc tirst deals with the nature of the method. The theory developed by this study 

could not be explicitly testcd again. since actions research does not lend itself to repcatable 

experimentation. In that sense. the appraisal of thc validity of the study in terms of the 

positivist paradigm is likely to fail. 

Thc second deals ,, ith the role of the researcher. where the lattcr forms part of the 

objcct or study. Thc rcsearcher brought. into the CARP. its o,vn thcoretical pcrspectivc. the 

samc that was confronted and revisited in thc early stages of research. leading to a re­

dctinition of'the DAR project. 

And third thc impact of the contextual setting, where this study intends to address the 

main problems relatcd with SCI, in particular in a vertically integ ,ated firm in the Mexican 

food retail industry. On onc hand thc contextual nature of the study limits generalization. but 

on the other lends itsclf to experiment with a complex framework in particular when it is 

intcgrated from various disciplines and theoretical perspcctives. 

The congruency of the model was validated. yct despite its original context. it nceds 

further testing undcr different settings. Managers requirc a yard-stick on which to measure 

their own SCI advancement. 

lt is suggestecl that the model could be applied in other situalions than VI, arguing that 

firms are not atomized units competing in totally free markets. As a matter of fact, firms 

interact with each other and require the establishment of sol id business exchanges. Managers 

must not only admin ister resources and activities but relationships. This perspective leads us 

to regard management as the art of relating firms with the environment rather than a mere 

adaptation to the environment. (Melo Brito, 2001 ). 
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Lvcn though only four contingent variables, focal company's bargaining power. 

industry. typc of product and business environment were analyzed ín this study. there is room 

for enrichmcnt in futurc research projects by incorporating to the understanding of thc SCI 

process advanccment. other variables. 

/\mong them the lollowing can be found: The level of technology and integration 

itsel f -di fferentiation. spccial ization and deccntral ization (Stonebraker and /\fi ti, 2004 ), 

munificence. product lite-cyclc and complexity (Stonebrakcr anó Liao, 2006),culture (Kurt 

Salman Associates, 2002), power (Cox, 2001 ), continuity (Heide, 1990), comrnunication 

(Anderson and Narus. 1990). and trust (So and Sculli. 2002). Understanding the complexity 

of interaclions that lcad to better relationships would certainly guide firrns through turbulent 

times. 
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APPENDIX A: FIELDWORK AT PRODUCTOS ALIMENTICIOS 

CONTENTS 

• Topic Guide O: PRE-UNDERSTANDING STAGE 

• Topic Guide 1: ACCESS NEGOTIATION WITH PA 

• Topic Ciuide 2: PRELIMINARY DATA COLLECTION AT Pi\ 

• Topic Guide 3: DOCUMENTARY WORK 
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FIELDWORK A T PRODUCTOS ALIMENTICIOS 

TOPIC GUIDES 

Topic Guide O: PRE-UNDERSTANDING STAGE 

THE SEAMLESS PIPELINE: The consultant's pe ·spective 

Objectives: 

• Obtain a breadth of pre-understanding of the corporate ,~nvironment, the condition of 

business and the structure and dynarnics of SC's and SCM initiatives from a 

practitioner"s pcrspective. 

• Acquire sorne insights and suggestions of the overall consulting process in SC and 

SCM. 

• Prcsent sorne prclirninary ideas about a PMS proposal far supply chains. 

• Reflect about PM systems and acquire suggestions over proposcd measures lor l'urthcr 

i mplernentat ion. 

• Attain a dceper understanding ofthe searnless pipeline concept (SCI?) 

1 ntroduction: 

This phase ofthe research prograrn regains first-hand insights into consulting in SC and SCM. 

For the research team it provides a reflection outlet for discussing PMS and rneasures in Supply Chain 

sustaining the CAR projects to be engaged in. Introduces the resear::her into the SCI perspcctive 

through the practitioner"s lens. and contributes to the professional netwcrking process. 

Subjects: 

Mr. HC (Senior SCM consultan! at DT). 

Participants: Research Team from ITESM. 

Means of interaction: 

Presentation & meeting/ informal interview (exploratory in nature) 

Specific purpose: 

• Obtain a practitioner's opinion over the proposed PMS in supply chains. 

• Getting professional advice for consulting services in SC and SCM 
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Cioal: 

THE SEAMLESS PIPELINE 

INTERVIEW GlJIDF INDLX 

Ikcpcn thc undcrstand ing aoout thc foll owing issucs 

.'i. l'roposcd PMS ror supply chains (Presentation) 

6. Thc scamlcss pipeline conccpt (Rcllcction) 

7. Thc practitioncr·s pcrspective towarcls thc SCI notion. 

8. Thc consulting focus on SC and SCM. 

Activitics undcrtaken: 

Id # Activity/ Type Date Contacts/Means Questions/ 

PU1 Pre-underslanding 
activily: Performance 
Measurement Syslems 
Consultalion (D&T 
Consulting Firm) 

September 271 •. 
2005 

Mr. HC (Senior operalions 
advisor for D& T Consulting)/ 
meeling/presenlation -
inlerview 

Raise 

• The 
C1Jnsullanrs 
perspeclive 
m-er se. 

• P1irtormance 
measuremenl 
syslems / 
Pmprietary 

• Consulting 
approach 
lowards 
seamless 
pipeline 

• Praclilioner's 
opinion over 
PMS in SC 

S·1stems. • Specific 
measures lo 
be 
implemenled. ___ l ____ __.____----'----------'------------'-----'------' 

T able Al: Chronological account for thc prc-un<lcrstan<ling stagc 

Proposcd Thcmatic lndcx 

1. Performance Mcasurcment System (l'MSJ 
1. 1 Type or measures 
1 .2 /\ 1 ignment \1 ith mcrall slrategy 
1. 3 lmportance ,, r l'RI' Systi.:ms 
1.4 Strategy fonnulation 

2. S( ' l'v1 initiali\es implcmentation 
2.1 Success ( 'ases 
2.2 l'rohlematic Cases 

:; . ( 'onsultant · s pcrspecti\ e o\ er SC performance 
3 . 1 l'roprietary l'MS syslcms 

4. Rcscarchcr's proposal o r l'l\,IS 
4 . 1 lmportance or Halanceu Measurcs 
~ .2 1)1 :/\ hascu 
4 .3 Mcasurc O\ cr S( · 

5. Consulting Focus 
5.1 Turn-key solutions 
5.2 Syncrgy 
5 .3 lnlcgra\cu B us incss Solutions 
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6. Supply Chain Managcmcnt 
6.1 se lnitiati,c, 
6.2 se lmplcmcntation 

Data Rcduction and Analysis: 

Proposed Main Thematic Categories: 
INDEX 

CODES 
1. Supply Chain Management and Supply Chain lntcgration 
2. SCM initiatives implementation (Consultants perspective) 
3. PMS in supply chains 
4. Proposed performance rneasures ____________ _ __ __ __ __ _ 

------ -- -- - -
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Code 1 Code 2 Code 3 Code 4 

12 Alignment with overall strategy 112 Tactical 

13 lmportance al ERP Systems 142 Realized Strategy 

14 Strategy formulation 2 SCM iniliatives implementation 

141 lntended Strategy 2.1 Success Cases 

5.3 lntegrated Business Solutions 2.2 Problematic Cases 
Consultant's perspective over SC 

5.3.1 Processes " u performance 

5.3.2 lnlormation 31 Proprietary PMS systems 

5.3.3 Knowledge 311 DT PMS (people solt tm) 

5.3.4 Complementary services 312 Other PMS 

5.3.5 Business Strategy 313 !ntegrated Solutions Providers (!SP) 

Supply Chain Management 4.2.1 Commentaries 

6.1 se lnitiatives 4.2.2 Opportunities far improvement 

611 lnlormation 4.3.4 Collection (inherent problems) 

1T 5 Consulting Focus 
§ Data 5.1 Turn-key solutions 

§ Knowledge 5.2 Synergy 

612 Processes 5.2.1 Data collection 

Production 5.2.2 Data Management 
§ Distribution 5.2.3 Data warehousing 

Procurement 52.4 Data Mining 
e 11 1 ,· c~c ~-¡.·"""" ~ l'ldl'U::rn1y U.L.U UUILUOI ... 

§ Inventaries 5.2.6 Consulting Services 

§ Accounting/finance 5.2.7 Professional/ Accaunting services 

613 Organization 6.2 se lmplementation 

Managerial eancerns 6.2.1 Success Cases 
§ lncentives/ Responsiveness to change § Managerial lnvolvement 
§ leadership § Consultant's acceptance 

§ Attitudes 6.2.2 Problematic Cases 

§ Power /Politics § The Human Oimension 

§ Problem Solvin 
Table A2: Thematic Matrix for Pre-understanding 

Performance Measurement System 
(PMS) 

1.1 Type al measures 

111 Strategic 

Cost/Activity based accaunting 

4.1 lmportance of Balanced Measures 

4J! BSC 

412 Performance Measurement Pyramid 

413 Other 

113 

§ Forecast Accuracy 
§ Service level/ DI FO T 
§ P rafitability / margin 

Paya bles/ re ce iva b I es/ i nve n tary 
turnaround 

Operational 

§ 

§ 

§ 

OIFOT 

Supplier costs/ quality 

Order Cycle 

Utilizatian Assets/ lacili ties 
Inventaries: 

Casi/ management/ main te nance 

4 Researcher's propasa! al PMS 

4.2 DEA based 

4.3 Measure aver SC 

4.3.1 lnitially praposed measures 

4.3.2 Complementing Measures 

4.3.3 Measurement processes 
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CONSULTANT'S AGENDA 

DT PMS (peop!esoft lm¡ 

U tner ¡:,M5 '\'- ;:,u¡.,11ci.:1• y r-':..~:; "1:.ic,1·,s 
Consultanfs perspective over SC 
1erformance 

lntegrated So•ul•Ol"IS P1ovtde1$ :1 SP 

Success Case!. 

P1oblem a 11c Cases 
SCM initiatives implementation 

e~ ...... 

Turn-1<.ey solut,on~ 

Data co11ec11on ~ 

Coosu ll 1n Consulting Focus 

Processes 

Proless,onal/ Accounf1n a 
hi\egrated Business S0iut1ons 

..:ft Jnforma11on 1 
Produc1ton 

V Processes 

se ln11!ahves 

MEETING/PRESENTATION/INFORMAL 
INTERVIEW WITH HC THE 
CONSULTING PERSPECTIVE 

~~ 
~ 

Meeting withHC 1Sen1or consuitam at 
DTJ Seo 271h 2005 

Perlormance Measurement 
Svst•m (PMS 

¡: 0 , .. 0.. 11!, l .:..,. , , ,. , .. ... . 

S1,a1e9,c Serv1ce Lr.·~e110,;: o -

. P,nf1t abrlll)'" T1dr91r 

Payah;esl rece111ab/e5/mvt>fllory 1111.-,11:i:1nd 

..¡} Cypeolmf'a5ure5 

-:-ac1,r.al 

1~ 

fJ V Opera1,ona1 JI~ 

i l'lvP.nlc ries C:os.:1,n ana2ement1m¡i ,"l! 1?n ,v,u: 

Co SIIAr:h••!y b.:ISP.d dCCOu ,..:11'1 

~ Ah9nment w 1l h overallst ra1e9v 

lmpcn ance o f ERP Syslems 
Sugest1ons 

lnle,..ded S11areg1 
S11ateQ_y !ormulat1on 

Reatrzea S1r a1egy 

L! Presentation 
ir Researcher·s proposal of PMS 

~ 1mpnnance 01 BatanceCI M easures 
~ 
Pe1for1T1ance Measuremenl ~1ram1d 

~ DEAbased 

f] Measure ove• SC 

Ottier 

Commentar,es 

Opponun111es fo r 11nprovemefll 

lrnt1al ly proposed meas.irP.s 

Com_e_1em enr1ng Measure!i. 

Measurement proce!ioses 

Managerial Concerris 

lncenhves/~espons111eness lo change 

Supply Chain Management '-. C ollechon ¡,r-.tieren1 prob!ems. , 

Problem Solvm 

{!! Manager,al lnvolvemenl 

ConsuUant s acceptanc 

Organ,zat,on 

Succes lio Cases 

61 The Human 01mens1on 
P1ob1ematic Cases 

se lmplemen1a110 

Thematic Chan Al: Pre-understanding stage the seamless pipeline 

1/ H,91"1 r,r,o"I 

Legend ~ Pay anenhon 10 th·s ' 

tn lnteres t1n 

RESEARCHER ·s AGENDA 
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Resu lts of Pre-understand ing stage 

"' lhc Sl'amkss l'ipclinl' (asan opcration modd for SC) 
"' Suppl) l'hain initiati, l'S rc,olw around thrcc dimmsions. numd): lnformution. 

proCl'SSl'S and organi1.ation. 
lnformation 

IT 
Data itsdf 
Kno11lcdgc (tacit) 

l'rlll'CSSCS 
l'rndul'lion 
Distrihution 
l'rnl'urcmcnt 
Murkcling 
In, cntorics 
/\ ccoun ti ng/1-' i nancc/C ontro 1 

Onrnnization 
l.cudnship 
/\ttitudcs 
1'011 cr/pol itics 
l'rohlcm soll·ing 

Sucl'css und I· ailurc 
) Juman dimcnsion 

From thc consulting tcum 
From !he consultcd linn tcam / i .e. managcmcnt \cam 

"' l'crformancc Mcasurc Systcms 
Stratl'gic. Tactical and opcrational 
Forccast /\ccurncy. Scrvicc Levcl (DIFOT) and prolitability (Slralcgic) 
/\lignmcnt II ith strategy (overall and SC) 
/\id in s\ra\cgy formulation 
Balanccd Mcasurcs 
Commcnts lll cr proposcd mcasurcs ( DI FOT. cost/prolilahi l 1ty) aml forccast accuracy 

"' Consultan( s pcrspcctivc 
Turnkcy solutions 
Proprictary PMS 
lntcgratcd solutions/ othcr goods and serviccs provided 

Consul\ant · s al!cnda 
,1 Consulting E:xpcricncc 
"' l'roprictary :;yslcms 

Rcscarchcr·s /\gcnda 
"' Commcn\s 01·cr proposed PMS measures 
"' Comments 01cr proposcd PMS melhods (DEA) 
"' lnsight into polcntial problcms l'or collcction, measurcs and implcrnrntalion of l'MS syslems. 

Thc human dimcnsion 

Thc main contributions from the consulting perspective follow: 

1. An operation model for supply chains, labeled 'The Seamless Pipdine··: Confirmed lhrough 

the interview and as initially presented in SCM literature, this ideal model was confronted 

with reality under a practitioner's perspective. This view of the SC contrasted sharply with 

previous findings from the researcher's team professional experience, regarding SC 

operation. 
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2. Thc multi-dimcnsionality of SCI initiatives: Three dimensio1s of integration were 

highlighted. narnely: lnformation and IT. business processes and organizational issues. This 

notion is supported by a large stream of literature. as cxpressed in chapter three. in this 

study. 

3. Performance Measurc Systems across the SC: Three levels for SC metrics were identified: 

strategic. tactical and operational. lt was stressed that measure:; must be balanced and 

aligned with ovcrall corporate and SC strategy. The following: Forecast Accuracy. Service 

Level (DIFOT) ancl profitability were suggested by the consultant. :is part ofthe strategic set 

of measures. 

4. Comments on. and eventually a consultant"s consideration over the proposed metrics and 

techniques used to develop a supply chain PMS 
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Objcctivcs: 

Topic Guide 1: ACCESS NEGOTIATION WITH PA 

/.\ff/,. JL CO.\ F.. l<.T 

• Negotiate access and participation of PA in the SCI research program. 

• Obtain preliminary information around the main concerns of PA and its 

possiblc inclusion in the CAR project. 

I ntroduction: 

This phase of the research program. begun by negotiating access to PA through a 

key lacilitator Mr. GB chief executive officer of Productos Alimenticios. Special 

considcration was given to the personal and institutional links between this company 

and thc rcscarch-host: ITESM. Furthermore the necessary bonds based on trust. 

collaboration and mutual bcnefit were established. 

Subjccts: 

Mr. GB (CFO of Productos Alimenticios). 

Means of contact: 

Cover lcller and telephone conversation (Informal interview) 

Spccilic purpose: 

Obtuin access and deepen understanding about the research process to be engaged with 

PA. 

THE ACCESS NEGOTIATION PROCESS 

INTERVIEW GUIDE INDEX (confirmation of cover letter information) 

1. Present the main research objectives 

2. Pre-view of project proposal 

3. Formal contacts 

4. Approval request 

5. Hierarchy recognition 

6. Identification of corporate rnain concerns 
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Chronological accnunt : 

Id# Activity/ Type Date Contacts/Means Question 
Rai 

AN1 PA lnilial Conlacl November lhe Mr. GB CFO/ Lelter Cover Let er/ 
9th. 2005 requestin¡1 PA·s 

Participation in 
Research Program 

AN2 PA Follow-up November the Mr. GB CFO/Telephone Requestirig PA s 
23' 1 Conversation participation // Briel 

overview of 
problem ol inleresl 
at PA wh,ch is FA 

Table A3: Access n cg o t1atwn 

Proposcd Thcmatic lndcx for initial contad 

l. lknclits 
l. 1 

1.2 
l'rnkssiona l Sn, ice 
No-.( ·ost 

1 J l' rohkm Sulution 
1 A Con liLkntialit::, 
1.5 Rc~.ponsihilit::, 
I.Cl Lllicicnc::, 1 s. l .rlicac::, 

2. Formal Conlacts 
2.1 LtLilitator 
2.2 Co,xuinator 
2.3 Corporatc .1\ uthorit::, 

., . l'I\.IS proposal prc-1 ic11 
.l . l Conlidcntia lity assurancc 
.l.2 lnstitutional Coopcratillll 

4. Coi cr l.cttcr 
4. 1 lnqitutional l'rcscnlation 
4.2 Rescarchcrs l'rcsentation 
4.3 Bricf 1-:.,planation 
4 .4 Tcrms of l 'ndcrstanuing 

Proposcd Thcmatic I ndcx for PA · s fol low-up 

1. Meeting 11ith Boaru Mem hers 
1. 1 l' roposal 
1.2 lnitial Contrae! Conui lions 

2. l.cgcnu 
.l. (TO Suppurt ( l\.lr. C,B) 

3.1 FJ\ ·s Formal Contact 
3.2 B,iard Supporl 
3.3 B,1,ird i\ckm1111L:Llg1m:nt 

4. 1\ulhorizatiL1n 
4.1 Ci\RI' 
4.2 Dt\ RI' 

5. Ma in Corporalc ( ·onccrns 
5.1 Vertical lntcgration'' 
5.2 1:J'ticicncy (,\l11ays a conccrn) 
5.3 1-: nicacy (Quite questionahlc) 

• Consideration 
of Mr. GB as 
a key 
facilitator for 
the research 
proqram 

• Means for an 
initial 
appointmenl 
directly with 
FA 
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Data Rcduction and Analysis: The access negotiation process: 

Proposed Main Thematic Categories: 

Codes 
1. Formal authorization process 
2. Meeting with Board Members 
3. CFO Support 
4. Main Corporate Concerns 
-----··------

Proposed Thematic lndex of Access Negotiation 

1. CFO Support (Mr. GB) Coded as ( 1) 
1.1 Board Acknowledgmenl Cod ed as ( 3) 

1 2 Formal Conlacls Coded as ( 1) 
2. Main Corporale Concerns Coded as ( 4) 
1 Meeling wilh Board Members Coded as (2) 
331 Confidenliality assurance Coded as (3) 
332 lnstitutional Cooperation Coded as (3) 
4. Formal authorization process Coded as ( 1) 
4 .2 Cover Letler Coded as ( 1) 
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Collaboration 

( · Formal authorization process 

rt1al Contract Condilions 
ccess Negotiati 

ºj) Verl ical Co 
~ 

a},~ Board Acknowlefdgmenl 

~teresl in F A/Concern 

~strusl 

~ CFO Support (r,,r. GB) 
1 ( 

FacililatorMR GB (C~~' Key Top-eche!or-: Man~gemer.t Con:act 

\ 
~ 

/ Coord1nato~R IP (~AChairrr.an of the \/Jorll:1n9 Comrn,llee 

Corp_orale Aul Ir. MY Owner of PA an 
FA Board Me 

,ubs1diaries 

Owners Represen! 

Management Repr 

''J Vertical Control over PA 

~ Lack of dynam,sm 

? FA as research op 

FA·s oper 
-? Disinvestment? 

.,, 1 
"! Vertical lnteg(al1on? 

~ Meeting with Board Mrllin , , .. u .. , .... ..,,,.,..,,u ..... .... ,...,ncerns 
1 

Brief Ex lanatif Coníidentialil assurance 
Proposed Be 

On-

MR: GB Personal involvem 

PMS pro 

,eration 

y lnliral Approva~ equesl 

f:. lnltial A rova Granted 

Thematic Chart A2: Access negotiation 

6 Efticrency (Always concern) 

:f Efticacy (Quile queslronable) 
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Rcsults of i\cccss '\Jcgotiation 

., Pi\ ·s participation 

., Board Support and acknowledgment 

., Formal Contacts established 

., Operating links established. 

PA ·s Agenda 
., Main corporate concerns identified: 

Shall we continue with vertical inlegration? 
What do we do with FA? 

., Defining a better PMS for FA (eventually exlend to rnilling and pasta 
business segments) 

., Drawing initial contract conditions for the research program 
( agreements) 

., Establishing institutional bonds based on trust and mutual benetit. 

Rcsearc her· s ¡\ gcnda 

., lntroducing lhe notion of lhe seamless pipeline in PA 

., ldcnli tication of possible supply chains for study 

., Operational pre-view of a vertically integrated operation 

., Need for a balanced Performance Measurement System for P A 
(preliminary insight) . 

., lnsight into efficiency and efficacy problems in PA. dueto possible 
disintegration/strategic misalignment in the SCs 

Main Contributions ofthis activity 

1. As a direct result of this activity the research project ensured !'A 's 

participation obtaining the Board·s Support and acknowledgment draw 

the initial contract conditions for the research program and established 

formal contacts within PA 's hierarchies, institutional bonds based on 

trust and mutual bencfit and the corresponding operating links 

2. The rcsearch team introduced the notion of the Seamless Pipeline, 

identified the SCs under study, obtained an operational preview, 

reassurcd the need for a balanced PMS and galhered insights into 

efficiency and efficacy problems in PA due to possible disintegration and 

or strategic misalignments in the SCs. 
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Topic Guide 2: PRELIMINARY DATA COLLECTION AT PA 

TI IE PL/\NNING STAGE 

/ 
/ CHANNELS 

/ [ DISTRIBUTION 

/ OBSERVATION 

PLANNING 
LOCATION ] OOCUMENTARY VISIT 

WORK STAGE AT FA 

'-

/ / INITIAL 
CONTACT 

WITH 
FA 

P0SSl81l1T1ES OF TRIANGULATION 

Figure Al: Thc planning stage overview 

Objectives: 

• 

• 

• 

• 
• 

• 
• 

Establishing real contact with the soon to be chairman ofthe working commiltee . 

Obtain a general initial perspective of the subject of study (FA). from the perspective of 

its general manager by means of an in-depth interview 

ldentify bcforchand the corporation's main concerns towards FA 

Obtain a preliminary briefing around the main concerns at FA 

Establish the basis for a contractual agreement ruling over thc research program 

Lay the foundation for the Board Meeting Presentation 

Confirm the perspective provided through observations. brie ' informal interviews with 

operating FA· s managers and documentary work (Triangulation) 

lntroduction: 

Acting as a second gatekeeper, Mr. IP needed to be assured about the benetits derived 

from PA's inclusion in the research program. Mr. IP was asked to Jrovide the research team 

with an ample and thorough overview of FA and PA, regarding vertical integration. brands and 

products. infrastructure. main concerns, organization and hierarchy. 

Complementing the infomiation, data was collected trough informal interviews. 

observation and documentary work. This process is crucial for thc future meeting with the 

Board/owners which would be decisive for PA's engagement. 
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Chronological account of the Planning Stagc 

s/ Issues Results 
ised 

IC1 lnitial contac\ with FA December \he Mr. IP General Manager/ • Overview of • Preliminary 
1'1 

' 2005 Meeting at location Resernch Program/ Approval 
Overview of FA 

IC2 Location visi t Oecember the Operating managers oí FA • General Layout • lnitial 
151 , 2005 prese11tation and observations/ 

initial consideration informal 
far FA s operation interviews 

with 
operating 
managers. 

OS1 Oistribution Channels Oecember 41h Supermarkets/ • Obser,ation of • Observations 
(Fieldwork) through 12,i.. convenience stores/ distribution of: Products. 

2005 comer stores /mid-size channHls and prices and 
wholesalers-distributors marketing marketing 

conditions far FA layouts. 
producls and from • Contextual 
lhe cornpelilion. informalion 

• Concem around about 
produc: availability. marketing 

conditions. 
Limiled 
supply and 
variely of 
FA s 
producls. 

AN3 Approval far December \he Mr. GB CFO/Telephone • Authori:'.alion far • Approval far 
presentation at the 5111, 2005 Conversation Board r,eeting presenlation 
monthly board Presenlation 
meelinq 

OW1 Archiva! work December 61h Annual reports/ public • Financi,il/Operalion • Contextual 
lhrough 121h, business databases. reports from public information 
2005 informa ion far PA and 

FA. 
DW2 Context lnformation Oecember 61h INEGI (national accounts). • Producl on, sales. • Contextual 

lhrough 121h, AMEXIGAPA (trade employrnenl, informalion 
2005 associalion) inlernational lrade, far \he 

competilion. industry. 
BP1 Board Meeling Oecember lhe Board Meeting/ The board • An inilial propasa! • Authorizalion 

16111 , 2005 audience consisted of lwo on a se to analyze 
members of lhe MY family measuremenl and salve 
(owners of the PA group), syslem was made problems on 
Mr. GB CFO, the General and lwo se 
Controller Mrs. G. Mr. IP, • Further problems Sweet 
other members of !he of \he selected Cookies and 
directorate of the group firm, F3brica de Cardboard 
and operating managers Alimentes a Exhibitors. 
of FA. subsidia1y of the • Bases far 

group wEire raised. drawing the 

• Preliminary research 
presentation of lhe contrae!. 
sea mies:; pipeline • Steering 
perspecl ve. committee 

formation and 
formal 
conlacl 
establishment 

BR1 Briefing Meeting February the Mr. tP Direclor of FA and • Briefing f,)r project • Verbal 
71h, 2006 chairman of working initiation/ logistics conlractual 

committee/ Meeting 
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of the meeting. agreement 
far research/ 
observations 
and 
commenls by 
the warking 
committee 

BR2 lnitial meeting with February the Mr. IP Director al FA, Mr. • Plannin ~ session • Agreement 
lhe designed warking 71h. 2006 F, from Product far the CARP. over supply 
commillee Distribulorship. Mr. JP, • Scope of lhe chains under 

lrom the Packaging project. study. 
Company , Mr. TB • Formal • Performance 
controller al FA and Mrs. 

establishment of meas u res. 
D, chief accountant far FA 

the warking analytical 
/Meeting 

commillee. framework 

• Comm11nication using DEA. 

channels • Data 
collection, 
analylical 
procedures, 
periodicily 
and schedule 
of activities, 
deliverables 
and other 
fundamental 
working 
agreements 

11) ;\cti,ity/ Typc Date Contacts/Mcans Qucstions/ lssucs Rcsults 
11 Raiscd 

IC1 lnilial contact with FA December the Mr. IP General Manager/ • Overview al • Preliminary 
1'1 , 2005 Meeting at location Research Program/ Approval 

Overv ew of FA 

Table A4: The planning stage 

lnterviewees: Mr. IP (general manager of FA). Mr. TB. FA ·s Controller and plant managers 

Means of contact and information collection methods: 

• In-depth interview using an interview guide complemented throui,!,h 

• Observations 

• Informal interviews 

• Documentary work. 

Duration of interview and location visit: 

Two anda halfhours. 

Proposed Thematic lndex 

l. Location visit 
l. 1 Formal Contacts 
1.2 Concerns 

1.3 1 n frastructure 
1.4 Products 
2. Location Visit 

2.1 Comer storcs 
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2.2 
2.3 
25 
' ·'· 
3.1 
3.2 
4.1 
4.2 
4.3 
44 
n 
4.(J 

4.7 

Surerrn;_¡rkcts 
<. ·oll\ eniencc Sl!,res 
( 'hunges in 1 )istrihutionirnarketing 
1 )llcumenlar:- 1\"llrk 
lnl'ormation used ror: 
\Vhat inJ'ormalion lo look for'! 
Curren! l'M 
Formal Conl;Jcls 
l'rnposul Bril'ling 
Vertical lntegrntion or I'!\ 
J>rmluets 
Channl'is 

lnlormation for decision making 

DATA REDUCTION ANO ANALYSIS: 

Proposed Main Thematic Catcgories: 

Codcs: 
1. Formal Contacts 
2. Brands and Products 
3. Markcts and Distríbution 
4. l lidden agencia 
5. Manager Concerns 
6. Contextual 

Operational lnformation Results of the planning stage 

The results of this phase are summarized across the following concepts: 

PA's engagcmcnt 
• Basic coordination principies (Agrcernent on) 
• Formal and real contacts: Operating management contacts 

establ ished. 
• Formal Agenda requcsted/prcsented. Problems with FA 
• Hidden agenda discovered (Reluctance present at ali times) 
• VI has been a proved successful strategy 
• Logistics of CARP. SC's defined for this study. 
• Board presentation (authorized) and briefing prior to meeting 

Fábrica de Alimentos operation understanding 
• Products and brands. Marketing strategies. 
• Factories, production and layouts 
• Distribution and clients 
• Manager's real concerns (somehow identified) 
• Higher-echelons of management concerns (hinted) 
• Sales variability/forecast problems 
• Briefing ovcr 1T and PMS problems identified (overview) 
• Vertical integration approach for FA· s operation rather than a 

SC approach yet VI has been a success for PA 
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• Adversaria! lransaclions idenli fied 
• lnitial dctinitions for SC selection and mapping 
• lnitial proposal of the PMS 

Distribution channels 
Trough PD: Wholesalers and then through con ven ience and 

ncighborhood stores 
• Quantity discounts (promotions) Probkrn 
• Sales variability and seasonalily Problcrn 
• Domestic markets Cardboard exhibitors. mix and sweet 

cookics 
• Foreign (Hispanic markets in the US). mix and sweet cookies 
• Rely on uncontrolled sales-force. (not well understood 

problem) 
• Through world-class retailcrs 
• Gencric brands (No positioning possibilities) 
• Premium brands undcr the PA umbrella. 
• Premier acccss is void. Problems with availability 
• Null advertisement and zero positioning. Marketing is notan 

1ssue. 
• Riding against the wavc 

Competilion (Market) F ACTS 
• N iche markets 
• Stronger competing brands 
• Better Reputation 
• Better cxhibition space 
• Homogcneous price 
• Edge: Bctter packaging/ and advertising 

Main Conlributiuns: 

l. PA · s engagement: In this process. an agreement was reached a long basic coordination 

principies. formal and real contacts, Ses under study, CARP"s logistics and a rormal 

agenda. Problems with FA were identified in the course of action and hidden agendas were 

discovered. The common theme was reluctance, hierarchies and resistance to change. The 

notion that VI was a sound strategy. as opposed to a seo approach. in the past and 

continued to be in the future was severely challenged by the researcher's team and finally 

PA 's involvement was formally authorized by the Board. 

2. Fábrica de Alimentos operation understanding: At this time insight about products and 

brands. marketing strategies. factories, production and layouts. distribution and clients was 

regained. Higher-echelons of management's concerns were hinted and operational real 

concerns were somehow identi fied. regarding sales variability and sales forecast problems. 
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Briefing allowcd thc identitication of IT and PMS problems. In the process the prescnce of 

adversaria! transactions was identified. This stage includcd also the initial delinitions for SC 

sclection. mapping and the proposal of an initial performance rneasurement systcm for !'A. 

3. Distribution Channcls: The marketing strategy based on resorting to lowly integrated 

regional wholesalers was identilied as a counteracting rneasurc for delaying SCI. Problerns 

such as sales variahility and seasonality as well as non-deliberatc promotions bascd on 

quantity discounts arose. Other problems in distribution relate to foreign markets not 

satisfactori ly catered by PA. rel iance on an uncontrolled sales-fcrce. dominance by world 

dass retailers and marketing through generic brands wilh null advertisement and 

positioning. Ncglecting the marketing strategy. on behal f of the board of directors proved to 

be a costly decision lar the compctitiveness of FA. 

4. /\nd last. Co1.!!Q_ctition (Markel) Facts: Cornpetitors rcly on homogcncous pncc and 

products. ycl dilTcrenliated trough stronger brands and reputalion. bcltcr cxhibit ion spacc in 

retail outlets and improved packing and advertising. Sorne competitors resortcd to niche 

markcts -not big enough to attract the crowd- such as health-cc,nscious consurners and/or 

franchise products. 
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Fo,mal COMIC15 

Fac,lrtalor 

MFI Ge cCF'OJ 
KeyRole 
Coo•du,ato< 
MFI IP (F'AJ 
FQfmaleontatl 
Ooera,KJn Managers al FA 

l 2 1 Cardboard E..-hob-ors 
225 Foss,ble sok.lho" 

Prerfl•~ b<ar'Gs 
F'rar,cr,, .. 111ral'ldt. ( O,.,,.y1 

Ach1et1rMm1tn1' 
23 Cor,ver,,er.;e Slorn 

Braracls 

L.ackofclearmarkellr,gsl~!egy 

SIZlng down fc,1 p11ce ..,...Sllrve cusiomers 
Francl"liMbral'lds 
Gener,c 

1 31 1 Fac10,yanend,ngvar,,ousma1lu1ls 
r:ore ,g,...M.arluits 
Laredo 

Oorfl•sioc Markels 

'"""' Guadala¡a,a 
lagVl"la 
Salt~lo 

1 32 O.airitnJ:ionC•ni•rs 
ForeignMarkels 

La•edo 
Domestc Marlitels 
Toiuca 

Guadala¡a,a 

laQUn.a 
Sa11,11o 

1J.JTra"'POftat,on 
OwnF'INl 
Cor,solldatedCarr1915 

1 4 Producls 

1 4 1 C~dbaard E•t.b-ors 

142~arCoolt•H 
1 43 VarietyMrr 
1 4 4 01her 8aked Snacks 

2 Localoo,... VoM 
2, cor,..,slorft 

2 1 i Pnce d,scol.l'lls NI~ on volume 

212 Va,iablewlH 
213 Sd"oolkict.n cloer1s 
2 1 4 Smaller ..-ckag,ng fo, onee senS&TIV9 c1,,151om, f'!. 

2 1 5 Mld·SIJff d9lnbUlors (ICJrN 1r'l.90,at1an) 

S<.bshh,lln 
S.nonallly(slOw Tum•aroul"ld 
S1rongerbfa"'69 

Promotíone 

Variable w1es 
2 5 ehanges 1n D,a.ln bu11on/markellng 

2 5 1 Premu.m Bral'lds 
Supermaiket 1 
Superm111kal 2 

2 5 2 Fraf'lthlw Brands 
Adver1,sang 
Paeiiagll'IQ 

2 5 3 Sale Ul'ldef ge,.roc braf\ds 
eon,,..­
Moreag•Mfl'l91"11S' 

2 54 Nocl'langeon 
A.Vlll~ab,hty 
Locatoon 

Pnce 

F11ed co:!>lscove,age 
Superma,kel 0 1,tlels 

46 Chal"ln815 
"Q; \,·.,:....;.: ;;-:.:;::::::~o~ 

F'oreig,...MIII• 
t-11spanic Marh1s in US 

wo,ld<lau rela.lers 
OlhetlocallraglOl'lal d1slributors 

Oom•OWC"'-ts 

Cor,,., .. orn 
Low1e,,,.1....no1Ne1e,s 

Pnce/voh.me drsc:ounl 
Lack of pla"'111"'1iJ (Sales YS Producloon] 
SeaS(lnallty 
Sa1nva1tab<lo1y 

4 6 2 Supem1a1kffl 
Genenc; &aros. 
Prem 1~ 8 1and• (PA l'IOI FAI 

4 7 lnformahon for dKISICln mak1 

Table A5: Thematic Matrix for the Planning Stage 

Key .KI0'3 
Nol sclO ,,., Supern,arMers 

V af'l81r m •• par1111Jy ,-old a1 s.ome S<JOenna,rlo.ets 

2 2 7 P•odi.,cts overload (e•c•u CorT1P9'rt1onJ 

2 J I Nor eroough preHnce 
2 J 2 Good opportu,....,y 
4 J 2 Concerns on behalh of M, \P 

Ertra-1:osl 

Might nor work ' 
Add,110~! eonctH"r'l5 
Ertra,work 

t Haveofl'er problemsr1gt'flrw;,w 
LaYol.flp1obl•m11Gaulfrerre hne 

Packag1ng 

8aking 
Adi:1111~~1 r::o~t~ 
Over•us.eofs1orageso<1ce 
More f1narc,a1 r•sovrces 
M1s1n1-1~nce 

471 ER Ps~ tems 

Sub-ul•l1Zat101n 
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Topic Guide 3: DOCUMENTARY WORK 

Contcxt In formation F va luation 

Objcctive: 

Obtain sccond-hand information about the industry and PA related data 

I ntroduction: 

I'A is a vertically integrated tirm with a strong-hold position in the milling and 

pasta industry. One of its subsidiaries. FA is not a leading c,)mpetitor in the baked 

snacks sub-sector. yct as par! of a VI strategy needs to realign its competitive position. 

For the present research it is necessary to attain further informa(on that would derive in 

sector and business scgment spccific studies required to undcrstand the context for the 

stratcgic change of /·:.¡ and lay the spccilic foundations for the SCI model to be 

devcloped. 

Sources: Archiva! work and contextual data. Internet search 

Contextual lnformation 

DOCUMENTARY WORK 
SEARCH GUIDE INDEX 

Sources: INEGI. lJS Econornic Bureau, AMAXIGAPA and Secretaría de Economía 

Information requcsted: Cornpetition (general). sector behavior. foreign trade. 

employment and capacity utilization 

I' A related information 

Sources: lnfosel, Dow Jones PR Wire, PA 's annual reports, Edgar-SEC, EBSCO, Lexis­

Nexis. Trade Prcss 

lnformation requcsted: Market concentration, products and brands, news, marketing and 

strategy declarations (lntended and explicit strategies). VI rela·:ed, 
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Id # Activity/ Type Date Contacts/Means Questions/ 1 

Cl3 

Cl3a) 

Archiva! work March 2007 

Context lnlormalion , Feb-march 
2007 

Annual reports/ publ1c 
business databases 

INEGI (natíonal 
accounts), AMEXIGAPA 
(lrade associalíon) 

Table A6 Compleme11tar, documental'}· work 

Raise 
: • Financ1al/Operalíon 

1 • 

! 

reports fro n publíc 
informalío11 

Produclíor, sales, 
employmenl, 
ínlernatíonal trade, 
compelilio1. 

The documentary colleclion process is summarized in lhe thematic chart 

• 

• 

Complemenlary : 
contextual 
ínformalion lor 
PA and FA. 

Complementary 
contextual 
ínformalíon for 
the induslry 
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COMPLEMENTARY 

DOCUMENTARY WORK Measuring dimensions Marl<ets 
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Porter's Five Forces of 
Competitive Position 

Supplier Power 
Generic Supplies /mostly provided 
intra-firm. 
Flour, oil and others are totally 
available everywhere. 
Supplies are commodities 
Adversaria! transactions, at both 
intra and inter-firm levels. 

Figure A2: Porter's five forces diagram far PA 

New Market Entrants: 

Absence of entry/exit barriers 
lncumbent competes through prices 
and product diversity 
Entrant's strategy through branding, 
advertisement and creativity in 
distribution channels 
routes to market 

Competitive Rivalry: 
2 strong competitors in size and brand 
reputation. 1 other well positioned in 
selected markets. Other competitors of 
similar conditions. 
lndustry is relatively steady in size and 
growth. Fixed & variables costs are not 
definition variables 
Products are differentiated through 
marketing 

Production is based on operational 
excellence. 

D 
Product and Technology 
Development 

alternatives price/quality 
market distribution changes 
Product's lile cycle is short 
Government influence is exerted 
through prices, laxes and agro­
industrial policy. 

j-;?[Jj:¡jJ'G:?{ :15:A 
;J{'L:J:'](;{:1:::z;v;7f;:> :.J 

Buyer Power 
Many brands in the market 
Retailers dictate conditions in the 
market 
End-customers are totally atomized. 
Cost of change is un-existent 
Product has many substitutes 
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Main results: J\ssessing VI in Productos Alimenticios 

Stages of integration 

In supply chain # 1 -Cardhoard Exhihilors- PA engages in two stages upstream. tlour supply 

and packaging materials and two downstream, somc transportation and marketing. Fábrica de 

Ali111entos is the focal firm. and thc relevant SBU in this chain. in charge of the whole 

manufacturing process. Distribution to the cnd-customer is mace trough low-integration 

distributors. 

In supply chain #2. there are two quite distinct channcls. The first one. under study. 

distributes. in-house. through PD. the other. through the distribution channels of a world class 

retailer. Even though this last segmcnt of the SC would not be analyzed. it is importan! lo 

mcntion that is the world-class rctailcr that becomes the focal lirm ,rnd organizes production. 

In SC # 1. it is clear that PA is fully integrated. whcrcas in SC #2. intcgration is conclusivc 

only in Lhe lirst channcl. since in thc second channel. the rctailcr takes advantagc or thc 

vertical control exertcd by the firm over suppliers. therefore FA forfcits control of the cha in. 

Breadth 

The index of vertical integration was calculated as the ratio e f the number of vertically 

integrated segments over the total number of segments is 0.5 (four out of eight segments). 

revealing high leve Is of VI. 

Dcgree 

Degree of integration, relates to the proportion of total output that an SBU purchases 

or sells to its sister SBUs. In the case of se # 1, Fábrica de Alimentos buys most of its 

llour supply and packaging material needs to PA ·s subsidiaries and sells the totality of its 

production to its sister SBU "Producls Distributorships··. In se #2. provision of tlour is the 

same. but packaging materials are bought generally outside the firrn. In the first channel. 

downstream. FA sells all its production in-house, but in channel two, most of the output goes 

directly to the world-class retailer under its generic brand name. 

Forms 
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The last dimension. forrns rcfers to the ownership status of SBUs under vertical 

control. PA prefers lo excrt full ownership over more than eight of its subsidiarics. 

Main Contribution: 

As evidenced in the docurnentary inforrnation collected and alter the analysis of the 

four dimensions of vertical integration as thcy are applicd to P/J. the clairn that the group 

cxhibits a high-lcvel of vertical integralion ovcr thc two chains considcrcd in this study 1s 

supported. 

In particular the relevanl SBU in this case. Fúhrica de' Alimentos. as part of corporate 

strategy. fully operates under the vertical control cxerted by the parent cornpany. PA. 
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COMMUNICATIONS SUMMARY WITH PRODUCTOS ALIMENTICIOS 

1) Covcr Letter 

',\~ . 

-~~} .. TECNOLÓGICO 
~f.~'!/:] DE MONTERREY 

C.P: GB 
Grupo Productos Alimenticios 
Presente 

i\ccess Negotiation 

Atizapán de Zaraqoza a 09 de noviembre de 2005 

Estimado Contador GB: 

Los programas de investi9ación en el ITESM, tienen como prioridad la aplicación del conocimiento que en ellos se 
genera, al desarrollo ec,)nómico y social de su comunidad. Por tal motivo se bui;ca el contacto estrecho con los 
principales agentes económicos para establecer proyectos conjuntos, en áreas selecta:;, en donde destacan la atención 
a manufacturas, logística y competitividad. 

Uno de los proyectos que inicia, es la medición de la alineación de los actcres de la cadena a través de la 
cuantificación de la eficiencia de sus operaciones para cada uno de ellos y de la eficacic de la cadena en su conjunto . 

Por tal motivo nos dirigimos a usted, por una parte para presentar al equipo de investigadores a cargo del 
proyecto, el Dr. Juan Gayt,in Iniestra y el MSc. Carlos Canfield Rivera y por la otra solicitar la participación de Grupo 
Productos Alimenticios en dicho proyecto, sabiendo del interés que tiene su empresa en apoyar la investigación 
desarrollada por el Institutc. 

La participación de Productos Alimenticios como empresa patrocinadora consiste en permitirnos recopilar 
información tendiente a medir la eficiencia de cada uno de los integrantes de la cadena. de suministro de su interés. 

Para este fin, se requiere que establezcamos un mecanismo de coordinación con las áreas funcionales relacionadas con 
la cadena de abastecimient:i de Productos Alimenticios, con el propósito de recopilar la información y proceder a su 
análisis e integración en un modelo de medición del desempeño de dicha cadena. 

Los beneficios que Productos Alimenticios recibiría al participar en este proyecto son la definición o revisión de 
su sistema de medición del desempeño, la medición de la eficiencia de los participantes en la cadena y sugerencias de 
áreas de oportunidad de rr.ejora. Asimismo, se incluye la transferencia de la operación del modelo resultante y la 
capacitación necesaria para su aplicación en la tema de decisiones. 

Dado el carácter estrictamente académico de esta investigación, le ofrecemos la absoluta confidencialidad en 
el manejo de la información, además de que por su carácter experimental de la investigación, ésta no tendría ningún 
costo para su empresa. 

Agradecemos su atención al presente y quedamos de Usted 

Atentamente 
Dr. Juan Gaytán Iniestra 
Director del programa Doctoral 
en Ingeniería Industrial. 
ITESM Campus Toluca 

Msc. Carlos Canfield Rivera 
Profesor del Departamento de Fi1anzas 
Candidato a Doctor en Administración 
ITESM Campus Estado de México 
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2) Prcscntation Document 

·!;?.~}"' TECNOLÓGICO 
'.~~) DE MONTERREY 

CAMPUS ESTADO DE MÉXICO 

PROYECTO DE INVESTIGACIÓN: LA ALINEACIÓN ENTRE LOS INTEGRANTES DE LA CADENA DE 
AIJASTECIMIENTO A TRAVÉS DE LA MEDICIÓN DE SU EFICIENCIA. 

EMPRESAS DE MANUFACTURA 

Presentado por Carlos Eduardo Canfield Rivera con el propósito de integrar la .'nvestigación de campo para 
complementar su tesis doctoral. 

RESUMEN EJECUTIVO 

LA INVESTIGACIÓN EN EL ITESM CAMPUS ESTADO DE MÉXICO 

Los programas de investigación en el ITESM Campus Estado de México, tienen como prioridad la aplicación del 
conocimiento que en ellc•s se genera al desarrollo económico y social de su comunidad. Por tal motivo se busca un 
contacto estrecho con loi; agentes económicos de mayor impacto en la sociedad para establecer proyectos conjuntos, 
en áreas selectas, en donde destacan la atención a manufacturas, logística y compet tividad. 

En esta ocasión se presenta la oportunidad de vincular a la institución con la indus:ria en un proyecto orientado a la 
integración de un sistema de medición del desempeño en la cadena de abasteci1T1iento para el caso de empresas 
manufactureras mediante el uso de la técnica del Data Envelopment Analysis (DEA). 

Antecedentes del Proyecto: 

Las condiciones de los mercados en la actualidad, determinan que cada vez más, las empresas compiten a través de 
su participación en las cadenas de abastecimiento. La alineación de los integrantes de la cadena alrededor de una 
estrategia definida, sea ésta caracterizada por competencia en bajos costos, por diferenciación o por una combinación 
de ambas, es una de las fuentes más importantes de ventaja competitiva . 

A pesar de grandes esfuerzos de estandarización, la industria aún no ha resuelto d,~ manera satisfactoria el problema 
de la medición del desempeño. El exceso de medidas o la carencia de balance entre las diferentes dimensiones que las 
agrupan, siguen caracterizando hasta hoy, a su evaluación. Los sistemas de medición no han evolucionado a la par de 
los nuevos esquemas de la competencia motivo por el cual no buscan la integrac ón de la cadena, como unidad de 
estudio. 

Por tal motivo la posibilidad de alcanzar la reducción de las medidas y su posterior integración en un indicador único 
cobran relevancia en términos de competitividad al permitir que la Alta Dirección ob:enga una visión de conjunto sobre 
las diversas cadenas de suministro en que participa de manera focal y tomar las decisiones necesarias para adoptar las 
"Mejores Prácticas" en la búsqueda del posicionamiento de su empresa como líder de una cadena de clase mundial. 

Objetivo: 

El proyecto de investigación tiene como propósito determinar el nivel de alineación ce los integrantes de una cadena en 
torno a una estrategia definida, a partir de la identificación, revisión y estructura de las medidas tendientes a precisar 
la eficiencia, entendida como una relación en porcentaje entre output/input, primero de cada uno de los participantes y 
posteriormente de manera integral en cada cadena en donde participa la empresa. que en adelante se definirá como 
empresa focal del proceso de distribución. 
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Metodología: 

1. Definición del objeto de estudio y la unidad de medida: 

Se establece la cadena de abastecimiento como la unidad de medida del presente proyecto. Se Identifican las 
cadenas, objeto de estudio, de interés para la empresa y los investigadores. Es deseable por una parte que el 
nivel de desglose de la cadena incluya a proveedores y consum idores, t:imando en cuenta a la empresa 
integradora como punto focal y por la otra, que el desglose se de a nivel de SKU · s ó UPC · s, según el caso. 

2. Integración de las medidas del sistema de evaluación: 

La identificación de las medidas de desempeño relevantes para la cadena de aba~;tecimiento, parte de dos premisas 
fundamentales: i) probablemente la más importante, la necesidad de medir la habilijad de la cadena para proporcionar 
al cliente el bien o servicio prometido al costo óptimo. Esto es, las medidas deben ser relevantes para el cliente y ii) la 
determinación del usuario principal de la información (Alta Dirección, Gerencia o Su~·ervisores Operativos). 

Tomando en cuenta lo anterior, es necesario revisar los sistemas de medición de e·'iciencia existentes para la cadena. 
Se requiere llegar a un acuerdo con los participantes, sobre aquellas medidas deseables y a la vez factibles, 
procediendo a su recopilación y/o construcción, según sea el caso. 

Para efectos de estructurar las medidas obtenidas como output en la medición de la eficiencia se sugiere el empleo del 
modelo del Balanced Scorecard, modificado para cadenas de abastecimiento en sus cuatro dimensiones: Desempeño 
Financiero, Procesos Internos, Clientes e Innovación. 

Las medidas de desempeño, que en primera instancia se sugieren son: 

Caso de Manufacturas: Output 

Desemoeño Financiero Procesos Internos Clientes Innovación 
1) Costo de Servir 2) Lead Time 3) DIFOT 4) Sugerencias por empleado 
5) ciclo de efectivo (días) 6) % de Eficiencia de los 7) % de garantías 8) % ó acciones de capacitación 

pronósticos contra plan atendidas/ventas totales a distribuidores/ proveedores 
de producción. 

9) Rotación de 10) Customer Facing Fill 11) Competitividad en 
inventarios/activos Rate precios/costos 
12) ROi, ROA 13) Participación de 

mercado -·-- -

En primera instancia, se sugieren 13 medidas clave para la empresa. 

Jnputs : En este caso también se requiere llegar a un acuerdo en cuanto a ;iquellos insumos que la empresa 
considere pertinentes. Se sugiere la incorporación de al menos las siguientes medidas: Tiempo dedicado a la 
atención de proveedores/clientes, % de utilización de maquinado, número de empleados y valor de los activos 
relacionados con la cadena en cuestión. 

Se considera que esta información deberá recopilarse durante el mes de ____ del 2005, para efectos de que 
pueda ser analizada en el mes de ____ del mismo año. 

J. Análisis de la información y Construcción de Indicadores. 

Construcción de la frontera eficiente: Una vez recopilada la información se procede a su análisis y a la 
construcción de indicadores de eficiencia para cada participante y de forma integral para la cadena, a partir de la 
técnica : Data Envelopment Analysis (DEA). 
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Ilustración 1: Construcción de la frontera eficiente a partir de DEA 

4. Valores Meta y Posibilidades de Benchmarking 
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Se determinan los indicadores de eficiencia, los valores meta (para cada una de las variables incluidas y para cada 
participante en la cadena), y la efectividad de la cadena, medida a través de la alineación entre sus participantes sobre 
una estrategia definida, en este caso sobre bajos costos/ Diferenciación del proc ucto de acuerdo con la estrategia 
implícita del negocio. 
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Equípmenl 
Manufactu r (1) 

(1) 

E. 

'----•" M p 

~llili----(º_..r1piw. i 
(0.75) r A 
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F 
o 
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en la cadena 

__ (_1_) - •• ,,,,,i 
__ (1_) __ ,.,a,, 
-~··ette 

1r __ (º-·-
9

-
5
)• ••/ftf P ... 

Ilustración 2: Ejemplo del modelo de medición de eficiencia y eficacia en la cadena de suministro 

5. Validación ele los Resultados del modelo de Evaluación. 

Se analizan y validan los resultados de forma conjunta entre la empresa y los investi~adores del ITESM. 

Con base en las mejores prácticas a nivel de la cadena, se detectan áreas de oportunidad de mejora y se realizan 
sugerencias y recomendaciones, mismas que se jerarquizan en su importanci,3 y en el tiempo. Entre estas 
oportunidades, se identifican aquellos beneficios que resulten de: 
SATISFACCIÓN DEL CLIENTE: Incrementos en las Utilidades derivados del impacto sobre la satisfacción del cliente 
(demanda) debido a una mayor disponibilidad del bien o servicio en cuestión .(Oferta; . 
MEJORAS EN LOS MÁRGENES : A raíz de la reducción de costos. Reducción de ineficiencias y mejoras en los procesos 
de planeación. 
UTILIZACIÓN DE ACTIVOS: Beneficios resultantes de la optimización operativa de los activos de la cadena, 
incluyendo el mejor uso de los recursos humanos, materiales y las tecnologías de la información. 

6. Oportunidades y Áreas de Mejora en la Eficiencia . Transferencia y Operación del Modelo por parte de la 
Empresa . 

A partir de las mejoras y adecuaciones resultantes del proceso inicial, se transfieni a la gerencia, la operación del 
sistema de seguimiento de los indicadores para la administración de la cadena. 

Participación Requerida de la Empresa. 

Esta participación se centra en el apoyo al grupo investigador para la identificación de las cadenas de interés para el 
estudio, la revisión y construcción en su caso, de los sistemas de medición del deserT peño y eficiencia de la cadena, y 
las facilidades para la recopilación de la misma entre los elementos clave de la cad,~na (distribuidores, proveedores, 
terceros y clientes). 

Costo de la Investigación para la Empresa 

Dado el carácter experimental de la investigación y el consecuente objetivo académico, esta actividad no tiene ningún 
costo, salvo aquel que incurre la empresa al auxiliar al Grupo Investigador en la recopilación de la información para 
alimentar el modelo. 

Beneficios del Estudio para la Empresa: 

Como resultado de la participación en el proyecto, la Alta Dirección de la Empresa: 

Tendrá acceso ilimitado a un sistema de medición y seguimiento del deserTpeño y eficiencia de las cadenas 
de abastecimiento seleccionadas. 

Estará en capacidad de usar esta herramienta en apoyo a la gestión y a la toma de decisiones, pudiendo asi 
identificar áreas ele oportunidad, princiPDente en lo relacionado con la alineé1ción de la cadena, desarrollo de 
proveedores y clientes en torno a la administración de la cadena de abastecimiento. 
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Tendrá elementos para efectuar un benchmarking en torno a las mejo-es prácticas que identifican a las 
cadenas de clase mundial. 

-------------------------- ---------- -- --------
Principios de Confidencialidad de la Información: 

El equipo de Investigadores del ITESM garantiza la total confidencialidad de la infcrmación, cuyo uso por parte de la 
Institución es eminentemente académico, con el fin de generar reportes y publicaciones académicas inclusive. Para tal 
efecto los investigadores aseguran en todo momento el cumplimiento de las políticas y disposiciones que la Empresa 
considere pertinentes para salvaguardar su información. 

3) Electronic communication with PA 

De: <cperez@packaking co.com.mx> 
A: <carlos.canfield@itesm.mx> 
Ce: 
Asunto: RE: información sobre nivel de servicio 
Fecha: Fri, 21 Apr 2006 16·09· 54 -0500 

0 

{PRIVATE "TYPE=Pl CT ·ALT ""l. 

0 

"TYPE=PICT;ALT="} 

Lr 
'' PRIVATE 

{PRIVA TI: 

232 



0 

"TYPE= PJCT;ALT="} Lic Cani'ield: 
Ya tengo la de febrero, déjeme conseguir la de marzo y se la envió en breve. 
SALUDOS 

-----MensaJe original-----
De: Carlos Canfield [mailto:carlos.canfield@itesm.mx] 
Enviado el: Viernes, 21 de Abril de 2006 02: 21 p.m. 
Para: Julio Cesar P (Películas) 
Asunto: RE: información sobre nivel de servicio 

Jng. P, buenas tardes: 
Aprovecho para informarle acerca de la dificultad para obtener cifras anuales de los niveles de servicio en FA, debido a 
las características propias del sistema. Sin embargo, para efectos de homogeneizar la información, sería tan amable de 
proporcionarme los datos sobre nivel de servicio (volumen y fecha) para los meses de febrero y marzo para los 
empaques relacionados con el exhibidor y de ser posible el margen correspondiente, como la vez anterior. Agradezco 
su atención y quedo en espera de su respuesta Atentamente Carlos Canfield 
> -- Mensaje Original --
> Subject: RE: información sobre nivel de servicio 
> Date: Wed, 15 Mar 2006 20: 17 : 21 -0600 
> From: < cperez@packakingco.com.mx> 
> To: <carlos.canfield@itesm.mx> 

Estimado Lic Canfield: 
Antes que nada le pido una disculpa por no haber podido estar en la pasada reunión, pero si me comento el Lic 
Armando P de la información que se necesita, ya estamos trabajando en ella, en cuanto la tenga se la hago llegar. Por 
lo de la presentación, si me la hicieron llegar muchas gracias. > SALUDOS 
> De: Carlos Canfield [mailto:carlos.canfield@itesm.mx] 
Enviado el : Miércoles, 15 de Marzo de 2006 11:31 a.m . 
Para : Julio Cesar P (Películas) 
Asunto: información sobre nivel de servicio 
lng. P buenos días: 
>Para efectos de terminar el proyecto de medición, me permito solicitar de usted la información de películas plásticas 
acerca del nivel de servicio por volumen y fecha de los empaques de los exhibidores para los periodos febrero y todo el 
año 2005. Esta información me permitirá complementar con la de FA y PD y consolida,· los reportes correspondientes. 
Una pregunta : ¿Recibió Ud. copia del avance 
{PRIVATE "TYPE=PICT;ALT=" }{PRIVATE "TYPE=PICT;ALT="} 

De: < MTB@alimenticios.com.mx > 
A: <carlos.canfield@itesm .mx > 
Ce: <IP@alimenticios.com.mx> 
Asunto: información indicadores 2005 y 2006. 
Fecha: Mon, 10 Apr 2006 17:53: 23 -0500 
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0 

{PRIVATE "TYPE=PI CT ·ALT "1. IJ 
' 

PRIVATE 

0 

"TYPE=PICT;ALT="} {Pll!VATE 

0 

"TYPE=PICT;ALT=" } 1,:·stimado Licenciado Carlos: 

Los indicadores del mes de Febrero y Marzo de FA son: 

Exhibidor 100 pqts 59.480/oSP SP SP N/A 
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Maria de Rollo 1.30°/o 100.00°/o 

Exhibidor 100 pqts 0.000/oSP SP 

María de Rollo 25.00% 50.00°/o 

Exhibidor 100 pqts 94.64%100.00% SP 

María de Rollo SP SP SP 

Exhibidor 100 pqts 33.33%66.67% SP 

María de Rollo SP SP SP 

Rentabilidad 

FABRICA DE Alimentos PRODUCTOS ALIMENTICIOS 
S.A. DE C.V. 

RENTABILIDAD POR PRODUCTO 

Margen Bruto 

10038629001426 EXHIBIDOR 4.47 Kg. 

100.000/oSP 100.00°/o 

SP N/A 

100.000/oSP 100.00º/o 

SP NA 

SP 100.00% 

SP NA 

SP 87.50% 

%Mg 

MP ME MO GIF CT PN PN-CTReal PronósticoDiferencia 

ENE ' 05 

Feb 

Mar 

Abr 

May 

Jun 

Jul 

Ago 

Sep 

Oct 

Nov 

Die 

ENE 
0

06 

Feb ' 06 

Mar · 06 

10038629001693 

ENE 

Feb 

Mar 

6.6734 3.7851 0 .8 101 1.658712 . 927318 .34455 .4 17229. 53% 25. 79 % 3. 74% 

6.6146 3.8586 0.86301 . 767013.103218.34455.241328.57% 24.64% 3 .93% 

6 .52 11 3.8957 0.86301 . 76 7013.046818.34455.:; 97728.88% 14.87% 14 .01 % 

6 .6141 3.9382 0.86301. 767013.182318 .34455.162228.14% 17.79% 10.35% 

6 .4709 3.94 25 0.86301. 767013.043418 .34455. ::011 28.90% 16 .05% 12 .85% 

6 .62 16 3 .9671 0.86301. 767013.2 18 718.34455. :. 25827 .94 % 21.87% 6 .07% 

6 .5166 3.9528 0.86301 . 767013.099416.14323.043818.85% 18.98% -0 .13% 

6 .5239 3.9507 0.86301 . 76 7013.104616.14323 .038618.82% 16.68% 2. 14% 

6 .2867 3.9394 0.86301 . 76701 2.856116 .14323 .:1871 20.36 % 25 .23% -4 .87% 

6 .4926 3 .9617 0 .86301 . 767013.084318.34455.260 228.6 7% 27 .92% 0 .75% 

6.4295 3.9624 0.86301 . 767013.021918.34455. 322629.01 % 22 .72% 6 .29% 

6.4330 3.9477 0.86301 . 767013.010718.34455. 333829 .08% 17.13% 11.9 5% 

6.2356 3 .9357 0.863 l.76712.8 01317 .6 1074 .809427.31 % 27.3 1% 

6.2632 3.9308 0.86 301 .76701 2.824017.61074 .786727. 18% 27 .18% 

6.4011 3.9296 0.86331. 767512.961517 .61074.649226.40% 26.40% 

MARÍAS 20/170 g 

º/o Mg. 

MP ME MO GIF CT PN PN-CTº/o Mg. PronósticoDiferencia 

4.7359 1.5178 0 .24910.5099 7 .012710.73533.722634.68% 

4.6889 1.5358 0.24910.5099 6.983710.73533.751634.95% 

4 .6874 1.5703 0 .24910.5099 7.016710.73533 .718634.64% 

25.79% 8 .89% 

24.64% 10.31 % 

14 .87% 19.77% 
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Abr 4 .7334 1.6665 0.24910.5099 7 .158910. 73533.576433.31 % 17.79% 15.52% 

May 4.6122 1.6425 0.24910.5099 7 .013710. 73533. 72:,634 .67% 16.05% 18.62 % 

Jun 4.7135 1.6613 0.24910. 5099 7 .133810. 73533.601533.55% 21.87% 11.68% 

Jul 4 .5475 1.6401 0.24910.5099 6.9466 9.44712 .50)526.4 7% 18.98% 7 .49% 

Ago 4 .7768 1.6945 0.24910.5099 7.2303 9.44712 .216823.4 7% 16.68% 6 .79% 

Sep 4.6972 1.6798 0.24910.5099 7.1360 9.44712 .311124.46% 25.23% -0 .77% 

Oct 4 .8191 l. 7269 0.24910.5099 7 .305010. 73533.4~033 l .95% 27.92% 4.03% 

Nov 4 .7703 1.7476 0.24910.5099 7 .276910. 73533 .4~i8432.22% 22.72% 9.50% 

Die 4 .7795 1.5254 0.24910.5099 7 .063910 . 73533.6:71434.20% 17.13% 17 .07% 

ENE '06 4.6554 1.5255 0. 24910.5099 6.939910 .3059 3.36632.66% 32.66% 

Feb '06 4 .6444 1.5257 0 .24910.5099 6 .929110.30593 .3 76 832 . 77% 32.77% 

Mar '06 4 .7910 1.5304 0.24910.5099 7 .080410 .30593.225531.30% 31.30% 

Indicadores 2005. 

Mes Serv. por fecha prometida Serv. por cantidad 

Erne 82.5 % 97.3% Feb 80. 7 79.2 Mar 72 .3 78.9 Abr 72.2 95.4 May 71.2 91.6 JL•n 76.8 98.8 Ju/ 81 .95.8 Ago 60.1 
82. 2 Sep 69.1 72.1 Oct 62.8 55.5 Nov 55.6 55.3 Die 71 .5 67. 0 

Para el año 2005, no es posible obtener el detalle por cada artículo como lo venirros haciendo durante 2006, debido a 
que los registros de ese año, han sido eliminados del sistema. Sólo se guardan los porcentajes generales. Le pido 
considerarlo así para aplicarlo en el exhibidor y en la María de Rollo. Si tiene alguna pregunta no dude en contactarme. 
Saludos. C.P. TB Contraloría Fábrica de Alimentos Productos Alimenticios. 

De: <IP@.com.mx> 
A: <carlos.canfield@itesm.mx> 
Asunto: RV: Indicadores 2005. 
Fecha: Fri, 7 Apr 2006 19:23 :08 -0500 
{PRIVATE "TYPE=PICT;ALT="}Lic. Canfield : Para su información. Saludos 

--- -- Mensaje original-----
De: TB (Alimentos) 
Enviado el: Viernes, 07 de Abril de 2006 12:15 p.m. 
Para: IP (Alimentos) 
Asunto: RV: Indicadores 2005. 

Ingeniero: 

No he podido obtener la información de los indicadores para el año 2005, esto debido a que como explica sistemas, al 
depurarse las órdenes de venta cada mes, no es posible obtenerlo después de e.'lo. 

Sistemas tampoco guarda archivos de esto. para no dejarlo en blanco, le enviaré a Carlos Canfield el porcentaje 
general que arrojan los indicadores por mes. 

Para el año 2006, cada mes sistemas me envía el soporte de tales indicadores a detalle lo cual me permite consultar 
por cada producto el desempeño del indicador.Para su información. Saludos. 

-----Mensaje original--- --
De: Gustavo Gutiérrez 
Enviado el: Viernes, 07 de Abril de 2006 11 :46 a.m. 
Para: TB (Alimentos) 
Asunto: RV: Indicadores 2005. 

Saludos Marcelo, te comento que los reportes de cumplimiento y otros reportes, de ventas, salen con la información 
correcta siempre y cuando no se hayan depurado las órdenes de ventas, de lo ,:ontrario solo aparecerán las líneas que 
se hayan surtido parcial o totalmente, y las líneas que se hayan depurado (porque no se surtió nada de las mismas) no 
aparecen en los reportes. 

Gracias. 

De: Gustavo Gutiérrez (Alimenticios) 
t:nv1aao e1: viernes, u, ae Aoru oe LUUo 11: Ltl a.m . 
Para: Hermilo Peña (Alimenticios) 
Asunto: RE: Indicadores 2005. 

Est_uve revisando si har alguna, sesión que te pueda servir para checar lo que s.e ha entregado por rangos de fechas por 
articulo Y solo encontre la ses1on tdsls9451m05B y la tdsls9451m039 no se si te sirva alguna de estas. Otra 
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observación importante es que si depuran las órdenes de venta, por eso solo aparec,~n las líneas que se surtieron 
parcia, o tota1menre, pero ,as que no se sumo naaa no aparecen en 10s reportes. 

De: Hermilo Peña (Alimenticios) 
t:nv1aoo e1: viernes, u1 ae Aorn oe .!UUt> 1u::,'I a.m. 
Para: Gustavo Gutiérrez (Alimenticios) 
Asunto: RV: Indicadores 2005. 

De: TB (Alimentos) 
Enviado el: Jueves, 06 de Abril de 2006 07: 16 p.m. 
Para: Hermilo Peña (Alimenticios) 
Asunto: Indicadores 2005. 

Estimado Hermilo:Los productos que te mencioné son 10038629001426 exhibidor c'e 4.479.10038629001693 maría 
moderna 20/170 910038629001129 maría moderna 20/170 g exp. 

De los archivos que me hace favor de enviar Atine, desprendo el detalle por cliente (PO) para los indicadores de pedido 
y de fecha de forma mensual a detalle. Te agradezco por tu ayuda.Sa/udos.C.P. TB Contraloría Fábrica de Alimentos 
Productos Alimenticios. 

De: TB (Alimentos) 
t:nv1aoo e1: 1v11erco1es, .!':J ae Marzo ae ¿uuo 11:¿1:1 a.m. 
Para: Hermilo Peña (Alimenticios) 
Asunto: Indicador de servicio. 

Estimado Hermilo: 

Como te había comentado en otro correo, si corro la sesión tdsls9451m099 de peaido vs surtido ponderado, para el 
producto 10038629001426 durante el año de 2005, mes a mes me indica entregas del 100%, lo cual no lo creo. ya 
que durante 2006 tomando ese producto con el detalle que atine me hizo fa vor de enviar, el cumplimiento es por 
debajo del 50%. Ya leí todas las instrucciones que indican en el Intranet, pero inclL·so, colocando pedidos inicial y final 
en cada mes, el resultado es el mismo, al 100%.Qué otra opción podría utilizar para obtener el indicador más exacto 
para el producto referido? Te agradezco. C.P. TB 

De: < IP@ahmenticios.com.mx > 
A: <carlos.canfield@itesm.mx > 
Ce: 
Asunto: RV: información sobre nivel de servicio 

Fecha: Sun, 2 Apr 2006 09: 32~·0'"'5_---'0'"'S""'0-'0-------------------, 

0 

{PRIVATE "TYPE= PICT;ALT="}~--------------------~{~PRIVATE 

237 



0 

"TYPE= PICT;ALT= "};====================:{PRIVATE 

0 

"TYPE=PICT;ALT="} Lic. Canfield: Le anexo el archivo con las 
ventas mensuales de Marías y Exhibidores para el período 2000 - 2005. Estas Vfintas corresponden a las que factura 
FA. Entiendo que el lng. F ya le envió la información referente al punto 3 y solamente mañana veré si el C.P. TB ya le 
envió la información sobre los niveles de servicio. Saludos 
-----Mensaje original-----
De: Carlos Canfield [mailto:carlos.canfield@itesm.mx] 
Enviado el : Miércoles, 15 de Marzo de 200611:26 a.m. 
Para: IP (Alimentos) 
Asunto: información sobre nivel de servicio 
Ing. P, buenos días:Para efectos de concluir con la determinación de fa medición de la eficiencia, 
me permito solicitar la información siguiente:1) Nivel de servicio por volumen y fecha para el año 2005 y del mes de 
febrero. 2) Ventas mensuales en Kg. 2000-2005 para alimentos marías y exhibidores que 
factura FA. 3) Los años 2000 al 2002 de las ventas finales en k.o. que realizan los centros regionales. (para 
complementar la información que tan amablemente me proporcionó anteriormente) La información sobre ventas no se 
requiere desglosada por centro de distribución. Solo me falta solicitar a películas plásticas su información de nivel de 
servicio para integrar las mediciones como habíamos acordado. Le agradezco su atención y me pongo a sus ordenes 
Atentamente 
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Carlos Canfield 
< IF@' ailmenticios.com. mx > 
A: < J P@alimentic,os.com. mx > 
Ce: < carlos.canfield~1'itcs111.mx > 
Asunto: RE: información sobre nivel de snv,cio 
Fecha: Thu, 30 Mar 2006 1 J: 16: 14 -0600 

0 

{PRJVATE "TYPE = PI C:T¡ ALT - "} 

0 

"TYPE = PICT ;ALT = "} 

VENTAS 2000-2005.xls ( 20.0 KB) De: 

{PRIVA TE 

{ FRIVATE 
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,~ 

"TYPE=PICT;ALT="}~---------·--------------~Le e nexo la información solicitada. Ventas 
De Exi11bidores 100 y Marias De Rollo.xls Saludos. 

·--·-HensaJe original-----
De: IP ( Al11nentos) 
Enviado el: Martes, :,8 de Marzo de 2006 08 00 p .m . 
Para: Leopoldo F (PD) 
CC: Carlos Canfield 
Asunto: RV : información sobre nivel de servic io 

Polo: ¿podría usted enviarle al Lic . Can field la información sobre las ventas mensua les de PD de Mar ias de Rollo y 
Exhib1cJores de 100 para los años de 2000, 2001 y 20027 Saludos 

---Mensaje orig1nal-----
De: Carlos Canfield [rnail:o: c¡¡Jlos~_¡irifield@.ltesm.m~J 
Enviado el: Miércoles, 15 de Marzo de 2006 11: 26 a.m. 
Pa1·a: IP (Alimentos) 
AsunLn : información ,;obre nivel de servicio 

lng. P, buenos días: l'a ra efectos de concluir con la determinación de la medición de la eficiencia, 
m e prrrnito solicitar la información siguiente: 1) Nivel de servicio por volumen y fecha para el año 2005 y del mes de 
febrcrn. 2) Ventas m,~nsuales en k.o. 2000-2005 para al imentos marias y exhibiclores que 
ractu1·,1 1 A. 
3) Lw. c1r\os 2000 al :1002 de las ventas finales en k .o . que realizan los centros rEgionales. (para complementar la 
información que tan amablemente me proporcionó anter iormente) La información sobre ventas no se requiere 
desglosada por centro d e distribución. Solo me falta solicitar a películas plásticas su información de n ivel de servicio 
para integrar las mecJiciones como habíamos acordado . 

Le 21r¡1 adr,zco su ater ción y me pongo a sus ordenes Atentamente Carlos Canfield 

Ventas De Exhibidores 100 y Marias De Rollo.xls (10.2 KB) 

De: < MTB@alimenticios.com.mx > 
A: <carlos.canfield !flitesm. mx > 
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Asunto: RE: información sobre nivel de servicio 
Fecha: Fri, 24 Mar 2006 12·49"46 -0600 

0 

{PRIVATE "TYPE=PI CT·ALT-"'\ 

0 

"TYPE= PICT;ALT="} 

0 

·- {PRIVATE 

{PRJVATE 

Estimado Li "TYPE=PICT;ALT="} cenciado Carlos: 
Pregunté a Leopoldo la fo rma en que obtuvo su información y comenta que lo registro en base al detalle de un proceso 
que corre sistemas cada mes. Durante 2005 FA sólo consideró el gran total de cada mes, sin importar el detalle. Al día 
de hoy sistemas no tiene este detalle, por lo que correré algunas sesiones de ese año para ubicar los artículos en 
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cuestión y poder enviarle esa información. Espero tenerla la semana entrante. Saludos. 
-----Mensaje original-----
De: Carlos Canfield [mailto:carlos .canfield@itesm.mx] 
Enviado el: Miércoles, 15 de Marzo de 2006 11:26 a.m. 
Para: IP (Alimentos) 
Asunto: información sobre nivel de servicio 
De: <cperez@packakingco.com.mx> 
A: <carlos.canfield@itesm.mx > 
Asunto: RE: información sobre nivel de servicio 
Fecha: Wed, 15 Mar 2006 20:17 :21 -0600 
{PRIVATE "TYPE=PICT;ALT="}Estimado Lic Canfield : Antes que nada le pido una disculpa por no haber podido estar 
en la pasada reunión, pero si me comento el Lic Armando P de la información que se necesita, ya estamos trabajando 
en ella, en cuanto la tenga se la hago llegar. Por· lo de la presentación, si me la hicierori llegar muchas gracias. 
SALUDOS 
-----Mensaje original-----
De: Carlos Canfield [mailto:carlos.canfield@itesm.mx] 
Enviado el: Miércoles, 15 de Marzo de 2006 11:31 a.m. 
Para: Julio Cesar P (Películas) 
Asunto: información sobre ciivel de servicio 
lng. P buenos días: Para efectos de terminar el proyecto de medición, me permito solicitar de usted la información de 
películas plásticas acerca del nivel de servicio por volumen y fecha de los empaques de los exhibidores para los 
periodos febrero y todo el año 2005. Esta información me permitirá complementar con la de FA y PD y consolidar los 
reportes correspondientes. Una pregunta: ¿Recibió Ud. copia del avance preliminar de os indicadores7 Gracias por su 
atención y quedo a sus ordenes Carlos Canfield {PRIVATE 

"TYPE=PICT;ALT="}:====================:{PRIVATI: 

"TYPE=PICT;ALT="}'---------------------' 

De: <IF@alimenticios.com.mx > 
A: <carlos.canfield@itesm.mx > 
Ce: 
Asunto: RE: información sobre ventas y nivel de servicio 
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Fecha: Tue, 28 Feb 2006 17:09 : 24 -0600 
{PRIVATE "TYPE=PICT;ALT="}{PRIVATE "TYPE=PICT;ALT="}{PRIVATE "TYPE=PICT;ALT="}Te anexo la información 
solicitada. Ver archivos anexos en tu mail Saludos. 

-- - - ·· Mensa¡e original - - ---

De: Carlos Canfield [SMTP:carlos.canfield@1tesm.mx) 

Enviado el: Lunes, 20 dE Febrero de 2006 01 :05 p.m. 

Para: Leopoldo F (PD) 

Asunto: información sobre ventas y nivel de ~.ervicio 

Ing. F, buenas tardes: Con la información que me proporcionaron pude iniciar la confJrmación de los indicadores de 
eficiencia para las cadenas de alimentos Marías y exhibidores, arrojando resu ltados preliminares bastante interesantes, 
como son un nivel de efic iencia de cerca del 9S% en las marías y de 76% en el caso de los exh ibidores. Acordamos 
trabajar de forma preliminar con las cifras de enero, para determinar la v iabilidad inicial de las m ediciones, y 
consideramos que en con.1unto los resultados son alentadores. Por tal motivo y para complementar el análisis, me 
permito solicitar la siguiente información: 1) La misma información que fue proporcionada ( nivel de serv icio por 
volumen fecha y el diferencial de rentabilidad oara las alimentos marías y los exhibidores por cent ro ) para a) el mes 
de febrero y b) global para el año del 2005. dada la gran variabilidad estacional que presenta la venta de estos 
productos, la cifra anual nos proporcionará indicadores m ás robustos, princ ipalmente a la hora de determinar las 
eficiencias individuales de cada uno de los participantes en la cadena de suministro . 

Nivel de Servi cio .xls> > 

2) Las cifras relativas a las ventas mensuales de PO (demanda final) de alimentos Marías y exhibidores en k.o . para los 
años 2003 a 2005 y las cifras relati vas a enero del 2006 y eventualmente la del mes en curso. De ser posible, también 
incorporar los pronósticos mensuales que se e~vían a FA . < <Ventas.xls> > < < Pronosticos. x ls> > FA nos proporcionó 
sus cifras de ventas (ventas interm edias de estos productos) y encontramos una gran estacionalidad, axial como una 
tendencia decreciente, por lo que la información sol icitada servirá para efectos de contraste y su inclusión en el 
indicador En mucho le a~radeceré la información proporcionada y como siempre le reitero nuestra mayor disposición a 
tratar dicha información con la ma yor seriedad y con la reserva absoluta, respondiendo a la gran confianza que 
Productos Alimenticios ha depositado en el TEC como inst itución y en mi persona corno investigador . Reciba un cordial 
saludo y quedo a sus ordenes. Carlos Canf ield 

Anexo Graficas preliminares de pronósticos de ventas intermedias Prof. Carlos Canfie d 

Archivo: Time Series Decomposition Plot for exhibidores.jpg>> <<Archivo : Time Series Decomposit ion Plot for Marias. 

Jpg Nivel de Servicio.xls (1 7 .9 KB) 
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Ventas.xls (1 6.4 KB) 

Pronosticos.xls ( 15.3 KB) 

{PRIVATE "TYPE = P!CT;ALT="}{PRIVATE "TYPE=PICT ; ALT= " }De: < IP@aliment icioscom.mx> 
A: < carlos.canf ield@itesrn.mx > 
Asunto: RE: resultados preliminares de la investigación 
Fecha: Tue, 28 Feb 2006 11:29: 39 - 0600 
{PRIVATE "TYPE=PICT;.O.LT="}{PRIVATE "TYPE=PICT;ALT="}{PRIVATE "TYPE=PICT;ALT="}Gracias Lic. Canfield. Aquí 
nos vemos. Saludos 
-----Mensaje original-----
De : Carlos Canfield [mailto:carlos.canfield@itesm.mx] 
Env iado el : Martes, 28 de Febrero de 2006 1l :23 a.m. 
Para: IP {Alimentos) 
Asunto : RE: resultados preliminares de la investigación 
Jng . P, le confirmo entonces el día m iércoles 8 a las 10 de la mañana Gracias 
- ---- Mensaje original - - - --
De: Carlos Canfield [ma.lto::arlos.canfield@i •esm.mx] 
Enviado el: Jueves, 23 ele Febrero de 2006 03:42 p .m. 
Para: IP {Alimentos) 
CC: TB {Alimentos) 
Asunto: resultados preliminares de la investigación lng. P, buenas tardes : Me permito someter a su consideración los 
resultados pre liminares de la investigación, para efectos de que podamos analizar los mism os y proceder en su caso , a 
complementar la mism c a partir de la información solicitada . Me pongo a sus ordenes para cualquier ac laración a l 
respecto. Atentamente Carlos Canfie ld 

De: < IP@alimenticios.com .m x > 
A: <carlos.canfield@itesm.mx > 
Ce: 
Asunto: RE: RV: información nivel de servicio (Productos Alimenticios Tec ) 
Fecha: Fri , 17 Feb 2006 1 O: 06 : 38 -0600 
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Lic. Canfield: 
Antes que nada una disculpa por no haberle enviado antes la información sobre las ventas de María y Exhibidor, 
misma que se encuentra en el archivo adjunto.Saludos 

lng. P, buenos días: 
La información que me proporcionaron de PD fue la misma que se entrego el día de la junta en cuestión. El Ing. F me 
comento que era loa única información que poseían, y me reitero que la información respecto a la rentabilidad, de 
acuerdo con las instrucciones de su director general, no se tenia desglosada y que era de O. 
Esa información se integro a la que me hicieron favor de proporcionarme de FA y packaging Co. 
Corrí el modelo y obtuve un resultado preliminar, el cual va de acuerdo con los datos presentados. 

El día de ayer jueves platique con el Contador TB, para efecto de algunas inquietudes y requerimientos de 
información como son: Margen presupuestado para enero e información del empaque de las marías 
de rollo, que me comenta el Ing. P en películas, que ellos no surten dicho empaque. 

Asimismo le comente al contador, que los resultados (preliminares pero ya cercanos a la realidad) son prometedores 
e indican un 97% de eficiencia para las marías y de poco mas del 75% de los exhibidores en Enero. Le comente que 
dadas las fluctuaciones estacionales mes con mes, consideraba adecuado además de las cifras de febrero, realizar 
una medición anual, al menos 2005, para ver colmo se desempeña la cadena en un periodo más estable y largo y 
contrastarlo con los indicadores mensuales, Asimismo encontré un dato interesante. FA con relación a sus cliente 
Centro Toluca tuvo un mal desempeño en cuanto a los indicadores de enero volumen y fecha, sin embargo la 
distrrbución de PD hacia Toluca estuvo perfecta. (Más que duplico sus niveles de servicio con respecto a FA). Esto 
indica un área de oportunidad excelente en materia de colaboración y cooperación en la entrega de información, al 
menos con relación a los pronósticos, según 
percibo en primera instancia. Creo que PD pudo entregar bien gracias a los inventaries y a un mejor conocimiento del 
mercado, situación que por alguna razón no se transfirió a FA a la hora de hacer pedidos. Resulta importante porque 
el Centro Toluca es por mucho más grande que el resto de los clientes. 
En fin información como esta resulta del análisis del modelo, y será valioso que Uds. o puedan analizar en fin. 

Asimismo, y entiendo que la semana que transcurrió no fue la mejor en cuestión de tiempo, pero si me gustaría 
solicitar los datos de venta para poder efectuar el pronostico, el cual estoy seguir ser:í de gran ayuda para una mejor 
planificación, eso claro si Ud. lo considera conveniente. En la medida en que complete la información con lo que me 
envió el contador y tenga un resultado relativamente más completo del análisis, se le, haré llegar para platicar al 
respecto Le agradezco su atención y me pongo a sus ordenes para cualquier comentario al respecto 
Carlos Canfield 

De: Carlos Canfield [mailto:carlos.canfield@itesm.mx] 
>Enviado el: Lunes, 13 de Febrero de 2006 05:36 p.m . 
>Para: Leopoldo F (PD) 
>Asunto: información nivel de servicio (Productos Alimenticios Tec) 
> Ing. Leopoldo F: 
ng. Buenas tardes. Agradezco la información que me hizo llegar con respecto al nivel de servicio y a la relación 
ventas reales/pronostico. Estaremos trabajando en este ultimo para determinar la posibilidad de estimaciones más 
cercanas a los valores reales. Sin embargo, revisando la información, y como Ud. saJe requerimos que la información 
sea homogénea a lo largo de la cadena, tenemos pendiente la 
variable relativa a margen de rentabilidad. Si bien leí su correo en donde nos indica una rentabilidad O en promedio, 
requerimos para cada uno de los centros: Toluca, Guadalajara, Saltillo, Laguna y Laredo la variable: Diferencia entre 
margen real (obtenido mediante los precios diferenciados de venta y los costos 
>-distancia, mercado etc.) y el presupuestado para la misma ubicación. Esta inform3ción nos permite determinar la 
eficiencia financiera con la que se sirve a un cierto cliente/centro. Estamos muy con:;cientes del esfuerzo que significa 
obtener esta información, pero también del beneficio que este desglose puede proporcionar a la dirección, en el 
diagnostico de la cadena de suministro. Agradezco su atención y me pongo a sus odenes Atentamente Carlos 
Canfield 
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De: <cperez@packakingco.com.mx > 
A: <carlos.canfield@itesm.mx> 
Ce: 
Asunto: RE: información nivel de Servicio 
Fecha: Wed, 15 Feb 2006 12:51:58 -0600 

Lic Canfield: 

VENTAS MAR Y EXH 03-05.xls (22.0 KB) 

1.-La información de nivel de servicio por cantidad la tengo, solamente que no en forma electrónica , pero si me da un 
numero de fax se la envió de inmediato. Solo le comento que nosotros no proveemos el empaque de Marías de Rollo 
y por lo tanto no tengo infcrmación del nivel de servicio . 
2.-En cuanto al diferencial de margen obtenido en enero fue de 6.2 % debajo del objetivo, es el m ismo para todos los 
productos.Cualquier duda c, comentario estoy a sus ordenes.SALUDOS 
----- Mensa¡e original-- - --
De: Carlos Canfield [mailto:carlos.canfield@itesm.mx] 
Enviado el: Lunes, 13 de Febrero de 2006 05:25 p.m. 
Para: Julio Cesar P (Películas) 
Asunto: información nivel de Servicio 
lng. P, buenas tardes: 
De acuerdo con nuestra conversación, atentamente me permito solicitar por este medio, si UD. no tiene 
inconveniente, la información del mes de enero con relación a: 1) Desglose del nivel d(: servicio (fecha y volumen) de 
9 productos (empaques) y adicionar el relativo al empaque de las alimentos Marias de rollo, que estamos 
considerando adicionalmente a los exhibidores para efectos de contraste en el indicador . 
2) La diferencia entre el margen real obtenido y el presupuestado para cada uno de los empaques mencionados 
(pudiera ser el mismo de acuerdo con nuestra conversación) . 
Mucho le agradecería me pcoporcionara esta información, por este mismo medio para efectos de completar el trabajo. 
Muchas gracias y saludos cordiales. Carlos Canfield 
>-- Mensaje Original --
>Sub¡ect: RE: JUNTA 07/02 
>Date: Mon, 6 Feb 2006 16:48:40 -0600 
> From: Julio Cesar P (Películas) <cperez@packakingco.com.mx> 
> To : "Carlos Canfield" < carlos.can field@itesm.rnx > 
> Ce : "IP (Alimentos)" < IP@alirnent icios.com.mx> 
> Lic. Efectivamente en Galletera no laboraron hoy. Le proponemos la reunión a las 16:00 hr diene algún 
inconveniente' JULIO C P 
>-----Mensaje original-----
>De: Carlos Canfield [mailto:carlos.canfield@itesm.mx] 
>Enviado el: Lunes, 06 de Febrero de 2006 04:24 p .m. 
>Para: Julio Cesar P (Películas) 
> Asunto : RE : JUNTA 07/02 
> lng. buenas tardes, apenas estoy viendo el mensaje y llame a la Galletera pero parece que no trabajaron hoy¿ a 
que horas considera oportuno efectuar la reunión mañana' Gracias 
> > -- Mensaje Original --
> > Sub¡ect: JUNTA 07/02 
>> Date: Man, 6 Feb 2006 15:16:27 -0600 
>>From: Julio Cesar P (Películas) <cperez@packakingco.com.mx> 
>>To: <carlos.canfield@itesm.mx > 
>>Ce: "IP (Alimentos)" <IP@a:imenticios.com.mx> 
>> Estimado Lic. Canfield:Debido al descanso del día, se nos empalma la junta que tenemos programada el día de 
mañana a las 10:00 hr con otra r eunión y quisiéramos reprogramarla para mas tarde . . ,i le es posible favor de 
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comunicarse con el Ing IP a Alimentos Productos Alimenticios a partir de las 8: 30 para afinar la hora.SALUDOS JULIO 
CP 

De: < IF(ü,alimenticios.com .mx > 
A: < carlos.canfield@itcsm.mx > 
Asunto: RE: informacrón nivel de servicio ( Productos Al imenticios Tec ) 
Fecha: Tue, 14 Feb 2006 11:16: 3 2 -0600 

Carlos : Verifique esto con el l ng . Francisco MY (Directo General) y me dice que la rcn:abilidad por planta no se tiene , 
por lo que t e proporcionara únicamente el dato que tenemos, que es la rentabi lidad global, srn rm por tar el cliente. 
Saludos. 

De: < MTBb@alimenticios .c:om.mx > 
A: <carlos.canfield@itesm mx > 
Asunto: nivel de servicio ener :i 2006.xls 
Fecha: Sat, 11 Feb 2006 16:09:29 -0600 

Anexo nivel de servicio por Cedí de FA. Saludos. C.P. TB Contraloría Fábrica de Al11ncn 'os Productos 

Alimenticios S.A. de C. V. Tel. 
enero 20 06. x ls (11. 2 KB) 

n ivel de serv icio 
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