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ABSTRACT

The importance of a market orientation as the basis for meeting customer expectations
is well known in marketing (Kohli and Jaworski 1990). The basis of this orientation is
an understanding of who the customers are and what they want. While it nay be
expected that all organisations can identify customers through the chain and the final
end consumer, the organisations in this case study did not. Many could identify
categories of customers and the specific requirements they had, but not the customers
names. Those organisations downstream and closer to consumers had a greater
understanding of who the customers were and what end consumers were looking for.
Upstream suppliers were only aware of downstream customers if they had a good
reason to such as on-going discussions to meet major quality specifications through the
chain. Based on the case study, it is hypothesised that the culture of the organisation
has an impact, with some organisations more awar e of the importance of understanding
customer requirements and having a focus on meeting those where ever possible. In
addition, there was some variance in the attitudes of individuals, with purchasing
departments more focused on cost minimisation and efficiencies, and marketing more
focused on meeting customer requirements and effectiveness. There was also a
difference in customer knowledge and understanding at an individual level with those
with greater “boundary spanning” roles having greater exposure to customers and
therefore having a greater under standing.

INTRODUCTION
The importance of a market or customer orientation as the bass for continuoudy
cregting superior vadue for customers and profitability for a business is wdl known in
marketing (Kohli and Jaworski 1990; Narver and Slater 1990; Jaworski and Kohli 1993;
Kohli, Jaworski and Kumar 1993; Wren, Souder and Berkowitz 2000). According to
Narver and Slater (1990 p21), “customer orientation includes all the activities involved
in acquiring information about the buyers in the target market and disseminating it
throughout the business(es)”. Kohli et a. (1993 p467) extend the definition to dso



include organisation wide action and responsveness to the inteligence. A customer
orientation requires tha a sdler undersand a buyer's entire vaue chain (Day and
Wendey 1988). When an organisation is updream in a chain of organisations, it may be
severd seps removed from the find consumer. The upstream supplier needs to be able
to identify each of the cusomers downdream in the chain as wel as the end consumer
and to understand what each of them wants. The question is, how well do upstream
suppliers know each of the downstream customers and who the end consumer is? Can
suppliersidentify what each of the customers and the consumers are looking for?

The concept of awareness of customers downstream bears some resemblance to
concepts of connected relationships and related network horizons and network contexts
used by the Industrial Marketing and Purchasing (IMP) Group. These concepts have
amilarities with the way chains and networks are defined in Supply Chain Management
(SCM).

CONNECTED RELATIONSHIPS, NETWORK CONTEXT, NETWORK
HORIZON AND ENVIRONMENT

Within the SCM perspective, connected reationships would be between those
organisations involved in getting a reaed st of products, services and information
from the origind suppliers to the end consumers.  While it depends on the purpose of
the research, generaly organisations owning the products and bearing risks are included
in the chains described and those organisations providing supporting services are
excluded (eg transport & logigtics, storage, finance, insurance, export/import, research,
government). The range of organisationg/parties/actors included in chains sudied can
adso vary depending on the research project. The supply chain modds shown in Figure
1 are argued to be supply chains of increasng complexity and holism Hines (1998 p7).
The network supply chain has dso been cdlled a ‘netchain’ by Lazzarini, Chaddad &
Cook (2001).

While the scope of chains may have been defined in SCM, no research was found on
chan members generd underganding of who the other members of the chain were.
Within the IMP perspective the concepts of which relationships and firms are connected
to the focd firm and/or a focd reationship, and what these reationships condst of,
have been explored.



Figurel. The Supply Chain Framework Model
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The IMP pespective focuses explicitly on the interface between a firm and it's
environment by andysng the organisation's connected rdationships with other
organisations. Many sudies confirm the conjecture that relationships (and firms) do not
exid in isolatiion, but rather that they are connected to a network through direct and
indirect reationships (Laage-Hellman 1989; Axdsson and Easton 1992; Blankenburg
1992; Anderson, Hakansson and Johanson 1994; Havila 1996; Pedersen 1996; and
Ritter 2000).




Industrid  structures are  conceptudised as networks — networks being a specific
organisationa form and not only an andyticd tool or metaphor (Hakansson 1997).
Networks are assumed to have no naturd boundaries. By rgecting the idea of naturd
boundaries, the setting of arbitrary boundaries have been paid some attention within the
IMP perspective. Such efforts have, for example, led to the formulation of concepts
such as network context, network horizon, and environment. These concepts, which
refer to different boundaries of or within a network, have been proposed as an
dternative to the ‘traditiond concept of environment’. Usudly, the distinction between
a firm and its environment ams to capture the conjecture that there is a clear dividing
line separaing a firm from everything that is not-the-firm (Snehota 1990 p142). Within
the IMP perspective, the boundaries of firms are conceived as being blurred by
relationships which, furthermore, are connected. Therefore, it is hardly surprisng tha
the rdation between the firm and its ‘environment’ has led to the formulation of new
concepts. These concepts can be used for describing and andysing how a firm relates to
its ‘environment’” which, however, is spilt-up into the above-mentioned concepts of
network context, network horizon and environment.

Based on Hékansson and Snehota (1989) and Snehota (1990), Anderson, Hakansson
and Johanson (1994 p4) discuss the concept of network context — “the part of the
network within the horizon that the actor considers relevant is the actor’s network
context”. The context of a firm comprises other firms and relaionships (Snehota 1990).
The firms and rdationships in a firm's network context are its direct counterparts and
relationships as wel as indirect rdationships and counterparts. Indirect relaionships
and firms must be taken into account because “other actors apart from those with whom
direct exchange relationships are maintained, affect the behaviour of the business
enterprise in relationships it maintains with others and on which depend the results’
(Snehota 1990 p145). Indirect relationships provide a link between dyadic relationships
and networks, since “an indirect relationship is the relationship between two firms
which are not directly related, but which is mediated by a third firm with which they
both have relationships’ (Easton 1992 p15).

Both Snehota (1990) and Anderson, Hakansson and Johanson (1994) include in the
network context, al actors which the firm ‘congders rdevant’. By using he criterion of
‘rdevance, it is stressed that the network context is a matter of the firm's ‘choice of



perspective which, in turn, is reated to the firm's (actor's) cognitive processes
(Snehota 1990 pl47). By dressng choice, there must be something which is
disregarded — firms must be aware of more than they view as being immediady
relevant to consder as a bass for thar actions. This seems to be the reason why a
network context is conceptudised as being enveloped by a network horizon. The
network horizon of a firm is defined by Anderson, Hakansson and Johanson (1994, p4)
as “how extended an actor’s view of the network is’. Hence, a network horizon
comprises those other firms and relaionships of which a focd firm is awvare - whether
or not it condders them relevant. So far, few atempts have been made to investigate the
network horizons of firms, the exception being a study by Sami, Havila and Anderson
(2001) who discuss the network horizon of afirm in relation to acquisitions.

Where the horizon ends, the environment starts. As Anderson, Hakansson and Johanson
(1994, p4), argue “actors have bounded knowledge about the networks in which they
are engaged [..]. Thisis due to not only the network extending farther away from the
actor but also the basic invisibility of network relationships and connections’. As
Snehota (1990, p146) clamed, ‘there is a ‘residual’ beyond the context, beyond the
horizon, and that is environment. The environment beyond the context is an entity in
which actors cannot or are not identified.”

In summary, the pat of the overdl network, which a sangle firm is not aware of, is its
environment. The part of the network, which a single firm is aware of, is its network
horizon. In addition, the part of the network horizon, which the firm consders rdevant,
is the firm's network context. With the emphasis of this research on cusomers only in
the network, the term “customer horizon” is used to describe supplier's awareness and
knowledge of downsream customers. Those consdered reevant would form the
organisation’s “ customer context”.

Anderson et d. (1994 p4) suggest that an organisation's view of which other
organisations are involved in their network depends on the actor’s experience as well as
gructural network features. As a result, it changes over time. In addition they argue that
actors have bounded knowledge about the networks in which they are engaged, due not
only because it extends father away from the actor, but dso due to the basic invishility
of network reationships and connections. The question remains of how extensve ae



organisations network horizons. Before this question can be examined, the concept of
network horizons need to be defined operationally.

Studies on connected relationships are examined to get some guidance on how to get an
operational definition of network horizons. Research on connected reationships have
looked at classfying the types of firm or organisation which can be a third party to a
focd reationship between two firms (Blankenburg 1992; Anderson, Hakansson and
Johanson 1994). Blankenburg (1992) dso investigated how many types of third parties
firms were aware of, on average, in relation to a foca reationship. In the cross-sectiond
sudy of 85 supplier-customer rdationships, Blankenburg identified 312 connected
reaionships in total - 101 connected via the supplier (the foca firm) and 211 connected
via the cusomer. Since the informants in Blankenburg's study are representatives of
one of the firms involved in a focd reaionship, we can discern between (a) third
parties which are connected via the foca firm and (b) third parties which are connected
via the focd firm's counterpart in the focd rdationship. Blankenburg's study suggests
that, on average, a foca firm is aware of (a) third parties in 1.2 categories for each
relaionship connected via itsdf and (b) third paties in 25 categories for each
relationship connected via the counterpart. Since the study looked at categories of
relationships and does not operate with specific, identifiable third parties, it is nether
possible to identify how many actud third parties are connected to a foca relaionship,
nor to identify possible ‘third partiesin common’.

Holmen and Pedersen (2001 p4) in a literature review of research on network horizons
concluded that “we still know little about, (1) types of third parties and connected
relationships firms are aware of as well as (2) the types of third parties and connected
relationships firms are not aware of. Furthermore we know little about (3) the type and
depth of knowledge firms have regarding third parties and connected relationships,
since the studies presented above either focus on the quantitative aspects (how many
connected relationships), or only draw attention to some of the involved firms direct and
connected relationships. In other words, we still have very limited insight into the
network horizons of firms as well as the network contexts of relationships, and how
relationships connect to form network structures.” As a result they conducted a case
dudy of a focd firm's network horizon to determine how aware individuds in the firm
were of counterparts and third parties (counterparts of direct counterparts).



Holmen and Pedersen (200) studied the firm's reaionships with suppliers, competitors
and research inditutes as well as cusomers. Telephone interviews were conducted with
individuas who had e-mail addresses on the firm’'s homepage as they were expected to
have contact with the firm's counterparts. Respondents were asked to name counterparts
and third parties. Holmen and Pedersen (2001 pl16) found that their case study firm (a)
knew reativey little about reationships which were comected to its direct relaionships
and the third parties involved in them, and (b) that it only interacted directly with some
of those important third parties that it knew of. The focd firm was aware of one
connected relationship/third party per direct counterpart (respondents named 23
important direct counterparts and 23 indirect counterparts/third parties). When Holmen
and Pedersen compared their results to research by Blankenburg (1992), they suggested
that it may be esser to identify a category of third parties than to specificaly name
them. Therefore, it would seem that a network horizon should be sudied in terms of
specificaly naming counterparts as well as generd categories.

The emphass in Holmen and Pedersen's (2001) network horizon research was on the
direct and indirect network of relaionships across a wide range of categories (suppliers,
competitors, customers and research inditutes). With the am of this research to focus
on customer orientation, the group of primary interex was cusomers dl the way
through the chain to the find end consumers. The am is to examine awareness and
knowledge of customers and fina end consumers through the chain. Therefore the term
“customer horizon” rather than network horizon is used.

The andyss of a network of chains (‘netchain’) aso means further terms need to be
defined. In looking a the inter-organisationd food chain from the perspective of getting
food to the end consumer, conceptudly it may look like Figure 2.

Figure 2. Inter-organisational Food Chain
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Those organisations closer to the consumer than the focd organisation of interest are
known as ‘downstream’ and those closer to the primary producer are known as
‘upstream’  (Trienekens 1999). However, descriptions soledly based on ‘upstream’ and
‘downgtream’ do not provide a sufficient vocabulary to explain the findings. In looking
a long chans, the term ‘stages is proposed to measure how many organisations are
upstream or downdream from the foca organisstion of interest. This dlows for a
decription of the ‘length’ of the customer horizon as being either short (with awareness
of only a few of the possble stages) or being long (with awareness of mog/dl of the
possible stages). Length can aso be described as part of the way, haf the way, most of
theway or dl of the way to the find end consumer.

A term was dso needed when discussng the number of customers identified at each
sage. The communication terms ‘broad-band’ and ‘narrow-band’ (Bensaou 1999) were
adapted in proposng the term ‘breadth’ to measure how many customers the foca
organisation could identify. This dlowed for descriptions of the ‘breadth’ of the
customer horizon as broad or narrow.

In applying the concepts of customer horizon length and breadth to the concept of
cusomer orientation, the following preiminary propostions were made. It was
expected that those organisations downstream and closer to consumers would have a
greater understanding of the impact of changing consumer demands and importance of
understanding consumer requirements. By comparison, upsiream organisations may get
many reasons for fluctuating demands including production, transportation and supply
availability problems as wel as fluctuating customer demands. From this, one may
suppose that downstream customers would have a greater awareness of the importance
of understanding customers and a generdly grester market orientation. It was expected
this greater market orientation would be evidenced by broader customer horizons and
long customer horizons that extended through to the find end consumers. Therefore, it
might be expected that downstream customers would aso have broader customer
horizons and customer horizons that extended through to the end consumer. It would be
expected that cusdomers dgnificantly important in teems of volume, vaue or
drategicdly (Anderson, Hakansson and Johanson 1994) would be identified rather than
al customers when evauating customer horizon breedith.



In evduating the results of ther research Holmen and Pedersen (2001) suggest thet
perhaps the possble detrimental effects arisng from not fully knowing the detall of the
network relaionships may be “mitigated by their direct counterparts performing a
connector function — involving competitive as well as complementary aspects’. It can
dlow itsdf to be patidly ignorant about the industrid network of which it forms a part
if the direct counterparts provide a co-ordinaion function. They define the coordinating
functionsas

1. Joining (enabling direct co-ordination on alimited number of issues);

2. Rdating (endbling co-ordination between the focd firm and a third party via the

counterpart); and
3. Mediaing (enabling co-ordination between the focad firm and the third party
without them having any knowledge of each other).

Other authors have adso discussed the mediation function of firms in relaionships.
Rosenbroijer (1998) focuses on the capability connector functions provided by the foca
firm and ther mogt important counterparts. Andersen (2002) discusses a firm's
mediating function by usng the notion of knowledge processors and arguing that inter-
firm interaction plays a.crucid role in learning processes.
If firms in a chain or network take on a coordinating function as suggested by Holmen
and Pedersen (2001), it may not be necessary for upstream organisations to be able to
identify al customers and consumer downsream. This would especidly be the case if
the intermediary organisation performs a mediating connector function. Therefore what
may be more of interest is the &bility of organisations to underdand detalled
oecifications and requirements of cusomers as a derivation of find consumer
demands. The ability to understand customer requirements would seem to be important
as it dgnifies that the worker has interpreted the needs of the customer into what is
meaningful for ther own area of work. Understanding customer requirements may be
more important than being able to name them, especidly if they are many Sages
removed in the chain or the cusomer has a paticularly difficult name to remember.
Ancther way of measuring if this process has been effective would be to identify
customer satidfaction with peformance and the extent of ongoing problems in meeting
expectations. This operationa definition of customer orientation would be in line with
Kohli et d.s (1993) definition to incdude organisationd wide responsveness to the



intedligence. In udsing these concepts as a proxy for customer orientation, it was
proposed that organisations with a grester customer orientation would have a detailed
knowledge of customer product and service requirements, satisfied customers and few

sgnificant ongoing problems.

METHODOLOGY
The chains studied conssted of a food processor and four of therr suppliers - two
vegetable producers, a vegetable processor and a meat processor (Figure 3) in a network

of chainsor ‘netchain’.

Figure 3. NetChain Case Study Participant Linkages
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As suggested by Anderson et a. (1994), suppliers to participate in the study were
chosen by the food processor as being ggnificantly important in terms of drategic
pogitioning, volume and value. The food processor identified a strong relationship with
the vegetable processor with information flows that had improved over time. By



contrast, there were perceived problems with the information flows between the meet
processor and the food processor.

Daa was collected usng thirty personad in-depth interviews and three interactive
workshops. As suggested by Anderson et al. (1994), a multiple informant approach was
used with key people from each function as wedl as a different hierarchica leves
(operations, management and executive) in each organisdtion in the chain interviewed.
They were asked to identify the mgor customers of their products as well as who the
find end consumers were. They were asked what each customer/consumer group was
looking for, as well as if they thought their products and services met their expectations
and if they were aware of any problems customers had with their products.

The interview transcripts were transcribed and then collated using Nudist 4.0 software
into broad themes and categories. Chain maps were drawn of the customer horizon of
each of the firms. The interview data was augmented by interactive workshops run for
the organisations where dl participants were invited to contribute. The workshop
dlowed for perceptua agreement (Kumar, Stern and Anderson 1993) and further detail
to be added. In addition, it facilitated action to resolve problems identified in the in
depth interviews by prioritisng and categorisng problems, trandating problems into
needs, prioritisng needs and developing an action plan for the highest priority needs.
Implementation, monitoring and review of the action plans for organisations were the
respongibility of individud CEO's.

RESULTS

Figure 4 shows the mgor customers for the network of chains with the arrows depicting
the flow of products (organisations studied depicted in bold).

While it was expected that the organisations would have the food and vegetable
processors as customers in common, they adso had a number of other customers in
common including three food service cusomers (1, 2 and 3), another food processor (2),
two wholesders (1 and 2) and two retalers (1 and 2). The question arises of what was
the network horizon of each firm - how many of these rdationship was each
organisation aware of ?



Figure4. Major Customer Network

Japan Food Service 4

?

Retaller 5 Japan Wholesdler 3 Food Service 5

//V

i* Wholesdler 1
¢ \A v

M eat Processor

Food Processor ||| Food Processor 1 \, Food Processor
Food Processor 2 | Food Service 1
A 7 Y
Food Processor \ Food Service 2
K | Food Service 3
/

T

Vegetable Processor

Retailer 4

A 4

Retaller 2

v
Retailer 3

Customer shared by 2 organisations

Wholesder 2

Vegetable

Producer 1

Customer shared by 3 organisations

Customer shared by 4 organisations “

In describing the results, firgly the responses of the two vegetable producers will be
discussed, followed by those of the vegetable processor, meat processor and food

processor. A summary of the general outcomes and a discusson with Dllow in the next

section.
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Vegetable Producer 1 Customer Horizon

All vegetable producer 1 interviewees were able to recdl the name of one mgor
wholesde customer and the vegetable processor (Figure 5). Most were able to recal the
names of two mgor retall customers and another wholesdler, dthough some were aware
of mgor cusomers in the supermarket category but could not recal their names
unprompted.  The quality gpecifications of the vegetable processor relevant to the
interviewee's job were generaly wel known; for example, in terms of product
development dtage, Size, weight, packaging, price, freshness, free of foreign objects,
quaity reliability and delivery rdiability. Both vegetable producer 1 and vegetable
processor interviewees had dmilar perceptions that the vegetable processor was
satisfied vegetable producer 1 was meeting expectations. They were both able to recal
the few past problems and how they had been resolved.

While dl interviewees were able to recdl the name of the food processor as a maor
downstream customer (two stages downstream in the chain), they were not aware of
what the food processor was looking for, nor who any further downstream customers
and consumers were. Some were aware of another food processor and food service
customer and that there were downstream customers in the supermarket category.

In concluson, as a quditative assessment, the vegetable producer 1's understanding of
direct customers was good with most being able to identify dl five mgor customers.
However, the vegetable producer 1's customer horizon was short as it did not extend far
past the firsd stage of downstream customers (1-2 stages). The customers named in 3 of
9 chains were close to the find end consumer. Therefore the customer horizon could be
described as being wide and hdf the way to the find end consumer in many chains.
The customer orientation was good in tems of understanding of direct customer
requirements, meeting customer expectations and having few problems.

One explanation for this type of customer horizon may be due to the fact they produced
a highly perishable vegetable with the mgority sold through only one dage before
reaching the end consumer. While the vegetable products were seen as highly important
to the vegetable and food processor, it was only a smal percentage of the vegetable
producer’s business. Therefore, many boundary spanning staff were not aware of the
details of the Japan chain, even though the Japanese food service people had visted
them.



Figure5. Vegetable Producer 1's Awareness of Major Chain Customers
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Vegetable Producer 2 Customer Horizon

All vegetable producer 2 interviewees were able to recal the names of both mgor
vegetable processor and wholesdle customers (Figure 6). The reason for only having
two mgor customers for this vegetable was that they produce a diversfied range of
primary produce with other customers for other produce. The quality specifications of
the vegetable processor were very wel known in terms of Sze, texture, smel, flavour,
yidd, supply condsency and qudity consstency. Both vegetable producer 2 and
vegetable processor interviewees had smilar perceptions that vegetable producer 2 was
meeting the vegetable processor's expectations. Both were able to recadl the past
problems and how they were being resolved.

All interviewees were able to name food processor 1 as a mgor downstream customer
(two stages downgtream in the chain) and were able describe thelr requirements in detall
(supply consistency and qudity consstency). Some were aware of the name of food
processor 2 and categories of other mgor downstream customers. While al were able to
describe the requirements of the magor downstream Japanese food service customer 4 in
great detall (four stages downstream) they did not recdl their name unprompted. The
quaity specifications of the Japanese food service customer were very well known in
terms of texture, smdl, flavour and qudity consstency. They did not know specificaly
who the end consumers were or what ther requirements were.

In concluson, the vegetable producer 2's understanding of direct customers and the
downstream food processor 1 and food service 4 customer were very good. While the
vegetable producer 2's customer horizon was long and extended to the fourth stage of
downstream customersin one chain, it did not extend to the fina end consumer.

In addition, the customer horizon for other chains was short and did not extend &r past
the fird stage of downsream customers. Therefore it could be sad that the customer
horizon was long (4 stages), and most of the way to the find end consumer for one
chan. They had a very good customer orientation with detailed knowledge of customer
requirements through the Japan chain to the 4™ stage, meeting customer expectations
and dedling with problems.

An explanation for long customer horizon dructure in the Jgpan chan was they
demanded a vegetable specidly grown for them that could not be sold to any other

customers.



Figure 6. Vegetable Producer 2's Awareness of Major Chain Customers
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Therefore there was sgnificant risk in production of this vegetable if problems arose
through the chain. The specia vegetable was grown to resolve a long run problem with
the traditiond vegetable variety. Effort in addressng this problem was seen to be
worthwhile due to the previous subgtantidly growth in busness and future expected
opportunities.

Vegetable Processor Customer Horizon

All vegetable processor interviewees were able to recal the names of three mgor food
sarvice, retall and food processor customers (Figure 7).

Most were able to name five of the sx mgor cusomers. All knew the qudity
specifications and requirements of the food service 1 and food processor 1 customers
and some knew the requirements of the retal 1 customer. Customer gpecific
oecifications varied in tems of price, qudity, flexibility, freshness, precison cuts,
reliability, consgtency, convenience, range of products and presentation. Both the
vegetable processor and food processor interviewees had similar perceptions that the
food processor was satisfied the vegetable processor was meeting expectations. They
both were able to recdl the past problems and how they were being resolved.

All interviewees were able to name Japanese food service 4 as a mgor downstream
customer (three stages downdtream in the chain), but not the Japanese wholesde
intermediary. Some were aware of the names of five other mgor downstream
cusomers. They were dl able to describe the requirements of Japanese food service
customer 4 in detall. The qudity specifications of the Jgpanese food service customer
were known in terms of rdigbility, high qudity, dean cuts no faults or blemishes, no
contamination and known raw materiad source. Some could describe who the find end
consumers were and what they were looking for (two and four stages downstream).

Find end consumers were seen to be looking for well presented products that were
100% to specifications of 9ze and quality.

In concluson, the vegetable processor’'s understanding of direct customers and the
downstream Japanese food service 4 customer were very good. While the vegetable
processor’'s customer horizon extended to the third stage of downstream customers in
one chan, it only extended to the find end consumer in this chan for some
interviewees. In other chains the cusomer horizon only extended to the gcond stage of

five downstream customers for some interviewees.



Figure 7. Vegetable Processor’s Awareness of Major Chain Customers
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Compared to the other organisations sudied, some of the vegetable processor
interviewees were generally more aware of a wider range of downstream customers and
their requirements. The customer horizon was generdly wide, reasonably long (3-4
dages of downstream customers) and generdly extending most of the way to find end
consumers. They had a very good customer orientation with detailed knowledge of
customer reguirements through the Japan chain to the 4™ stage, meeting customer
expectations and dealing with problems.

An explanation for the vegetable processor's customer horizon could be the significance
of the business in the Japan chain and tha they had worked for a long period of time to
resolve ongoing demands for improved products. The problem resolution process had
involved daff exchanges and visits through the whole chain, as wdl as subgtantia
ongoing communication and changes to the way the busness was run. A long customer
horizon and customer orientation was needed to understand the problem and evaluate
dternative solutions. The vegetable processor was a smdl family run business that had
grown subgtantiadly since it was established based on a philosophy that the customer
was adways right and they would meet customer requirements wherever possble. Many
relationships were based on asocid aswell asabusiness basis.

Meat Processor Customer Horizon

All meat processor interviewees could recdl the name of two mgor food processors
unprompted (Figure 8) while some recdled the name of another food processor and
only ®me could name the mgor wholesde, retailer and food service customers. In total
most interviewees identified four out of nine mgor customers.

The requirements of food processor 1 were well known in terms of qudity, tadte,
presentation, price, meat to fat ratio, food safety and hygiene. However there were
differences in perceptions of problems and satisfaction between the food processor and
meat processor interviewees. The food processor did not adways consder ther
expectatiions were being met with delays in problem resolution. In addition, compared to
other suppliers there was a percelved lack of enthusiasm for new product opportunities,
lack of responsiveness to requests and a reluctance to change or admit to problems. The
meat processor expected more complaints to be made if the food processor was not
stisfied.



Figure 8. Meat Processor’s Awareness of Major Chain Customers
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All interviewees could name downdream food service customer 5 (two stages
downstream in the chain) and most downstream Japanese food service customer 4 (three
dages downgream in the chain) but not the Jgpanese wholesde intermediary. The
requirements of two downstream food service customers were known in terms of a
range of qudity, taste, presentation, price, meat to fat ratio, food safety and hygiene.
The nature of the end consumer and their requirements were not.

In concluson the meat processor interviewees underdanding of their direct customers
were not that good where most identified less than hdf the mgor cusomers. The mest
processor’'s customer horizon extended to the second stage of customers in one chain
and for mogt interviewees to the third stage in another chain. Therefore, it could be sad
the meat processor's customer horizon was narrow, of medium length (2-3 stages of
downgtream customers) and extending part the way to the find end consumer. They had
less of a cusomer orientation with differences in expected performance. Most have a
detailed knowledge of customer requirements through the chains for 2nd stages.

The culture of the mesat processor was very different to the other organisations in the
case study netchain. They did not to pry into downstream customers and expected to be
told if they needed to know something. They only made changes if it was clealy
demongrated that is was necessary to do so. Reationships with customers did not
extend to socid ties.

Food Processor Customer Horizon

While the food processor was larger than the other organisations studied and had more
cusomers, more of the interviewees could recdl the names of mgor cusomers. All
could recdl the name of the sx mgor retallers and food service customers and most
could recall the name of the two major food processor customers (Figure 9).

Overdl, mogt interviewees named eight of the nine mgor cusomers. In addition,
cusomer qudity specifications relevant to the inteviewee's job were adso generaly
well known in terms of price, vaue condgent qudity, authentic recipes and
ingredients, fresh ingredients, new products, marketing, deivery, consstent supply,
attention to fine details and no foreign objects. As customers were not interviewed, an
assessment could not be made about how well expectations were being met and

problems resolved.



Figure 9. Food Processor’s Awareness of Major Chain Customers
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Genadly there ssemed to be a maket orientation culture with a focus on meseting
customer requirements, especidly by personnd deding with customers. This may be
the reason for the substantid growth in business experienced and the prospects for
further growth opportunities commented upon.

All interviewees could name downstream Japanese food service customer 4 (two stages
downgream in the chain), but few recaled the Japanese wholesdle intermediary. The
food service customer’s requirements were known in great detall in terms of price,
vadue, consgent qudity, authentic recipes and ingredients, fresh ingredients, ddivery,
conggtent supply and attention to fine details. The find end consumers were generdly
known to be Japanese married women and families with children who were fussy about
qudity. Find end consumers of other chains were described better, possibly because
they were located in Audrdia where interviewees were more likey to have had
persond experience.

In concluson, the food processor interviewee's undersanding of their maor direct
customers was very good even though there were more of them. Therefore, it could be
sad the food processor had a broad customer horizon. The customer horizon was
medium (1-4 stages of downstream customers), but extended dl the way to the find end
consumer. They had a very detaled knowledge of customer requirements through to the

find end consumer.

DISCUSSION
As might be expected, it was found that those organisations downstream and closer to
consumers had a greaster understanding of what consumers were looking for. However,
downsream customers did not consgently have broader customer horizons that
extended through to the end consumer in this case study of five organisations.
Customer Horizon Breadth
Each organisation had two to nine direct mgor customers. The breadth of te customer
horizons varied in terms of interviewees ability to recal names of mgor cusomers and
their requirements. Compared to the other organisations studied, the meat processor had
the narrowest customer horizon with most interviewees only able to identify four of the
nine mgor cusomers (Table 1).



Table1l. Customer Horizon Breadth

Organisation: Customer Horizon Breadth:

V egetable producer 1 Wide - Mogt identified five of five mgor customers

V egetable producer 2 Medium — All identified two of two maor vege cusomers
V egetable processor Wide - Mogt identified five of Sx mgor customers

Meat processor Narrow — Mogt identified four of nine mgor customers
Food processor Wide - Mog identified eight of nine mgor customers.

Organisations closer to the find end consumers did not have the widest customer
horizon as expected. All organisations except Vegetable Producer 2 sold goods to
retallers and food service outlets only one stage removed from the find end consumer.
In looking & why the meat processor had a narrow customer horizon, organisationa
culture may provide an explanaion. Mog interviewees in four of the five organisations
were aware of the importance of understanding customer requirements and had a focus
of underganding dl mgor customer requirements and meeting them wherever posshble.
By comparison, the mesat processor did not have such a culture, but rather a grester
focus on production efficiency.

The findings &bout breadth of customer horizons can be compared to research
conducted by Holmen and Pedersen (2001) of a single organisation case study. They
found that dl 16 interviewees could name the most important customer and most (13 of
16) could name four of the most important customers. Some (5 of 16) could name the
five most important customers. Generdly, the dectronics manufacturer had a medium
width customer horizon.

Customer Horizon Length

The length of the customer horizon varied in terms of how many stages of customers
could be identified downdream in the chan and how wdl the cusomer regquirements
were understood (Table 2).

Those further upstream and more digant from the consumer had longer customer
horizons, dthough not for dl chains they participated in. Only the food processor
interviewees could recdl detalls of who the end consumers were and wha eech
consumer segment was looking for. Two of the organisations had customer horizons
that extended most of the way to the find end consumer. Once again, they were not
those who were the closest to fina end consumer. Vegetable producer 2 was a least two
stages removed from the find end consumer in dl chainsthey operated in.




Table2. Customer Horizon Length

Organisation: Customer Horizon Length:
Vegetable producer 1 Short - Did not extend far past first stage
Haf way to thefina end consumer
Vegetable producer 2 Long - Four stages in one chain otherwise not far past

first sage downstream (short)
Most of the way to the find end consumer

V egetabl e processor Reasonably long - Three to four stages downstream
Mog of the way to the find end consumer

Mesat processor Medium - Two to three stages downstream
Part of the way to the finad end consumer

Food processor Medium - One to four stages downstream.

All the way to the findl end consumer

One thing tha the long customer horizon organisations had in common was that they
had been subject to dgnificant problems in the past that had required considerable
through chain undersanding and work to resolve. Therefore, it could be hypothesised
that upsiream suppliers were only aware of downstream customers severa stages away
if they had a good reason to do s0 such as ongoing discussions to meet maor quaity
specifications through the chain.

The only direct comparisons that can be made between this study and other studies is a
cae dudy of an indudrid dectronic manufecturer by Holmen and Pedersen (2001).
Few of the 16 interviewees identified three customers one stage downstream. While,
customers further downstream were not investigated, this finding suggests a short
customer horizon length. The reasons for this are not known.

Customer Specifications, Satisfaction & Problem Resolution

Customer orientation in terms of being able to provide details of customer requirements,
beng able to meet customer expectations (satisfaction) and resolve problems on a
timely bass varied (Table 3).

All respondents could provide details of direct customer (1 stage) quality Specifications
that were reevant to ther area of work. Most could aso provide detals of
specifications for customers 2, 3 and 4 stages downstream. While the meat processor
met most cusomer expectations, there was some dissatisfaction raised by customer
interviewees with a percelved reluctance to acknowledge problems and a resstance to
change compared to other suppliers. It would seem that once again the meat processor

was culturdly different from the other organisations.



Table 3. Customer Specifications, Satisfaction & Problem Resolution

Organisation: Customer Specifications, Satisfaction & Problem
Resolution:

Vegetable producer 1 Understand direct customer requirements— 1 stage
Meet customer expectations
Timdy problem resolution

V egetable producer 2 Understand customer requirements - 4 stages
Meet customer expectations
Timdy problem resolution

V egetable processor Understand customer requirements — 3 stages
Meet customer expectations
Timdy problem resolution

Meat processor Understand customer requirements — 3 stages
Meet most customer expectations
Reluctance to change & acknowledge problems

Food processor Understand customer requirements — 2 stages

The fact that most of these organisations were unaware of some downstream customers
and consumers while 4ill understanding downstream customer requirements may be
explaned by Anderson et a.'s (1994) suggestion that network reationships and
connections are badicaly invisble and can extend a long way away. Using Holmen and
Pedersen's (2001) line of argument, it could be suggested that the customers perform
coordinating roles. In some cases, it may be direct connections through the chain such
as when a problem has to be resolved by dl parties discussng it. In other ingtances, it
may be more of a mediaing co-ordination role without the supplier being aware of it
such as when consumer and customer requirements are relayed back up the chain in the
form of product and service specifications. This may be especidly appropriate when
suppliers are not very interested in a detailed understanding of customers severd stages
removed.

Differences between Respondentsin Organisations

While the reaults have been discussed a an aggregate organisationd leved, there were
differences noted a an individud level between respondents in esch organisation. The
most noticesble difference was individud’s customer knowledge and understanding.
Those with greater “boundary spanning” roles having grester exposure to customers had

a better understanding of their requirements and those of further downstream customers.



Those in more managerid roles and with greater experience tended to be more aware of
the other actorsin the chain.

There were dso vaidions in the attitudes of individuds from different depatments
with the most noticesble difference between those in purchasing departments compared
to those in marketing departments. Interviewees in purchasing departments were more
focused on supply cost minimisation and efficiencies and less on underganding
cusomer requirements. Interviewees in marketing and quaity assurance departments
were more focused on understanding and meeting customer requirements effectively.

One of the implications of these differences a the individud leve is the importance of
getting multiple informants to give a bdanced picture of the organisation. Another
implication is to ensure that knowledgesble informants are interviewed who have

aufficient experience and who preferably are a amanagerid levd.

CONCLUSIONS

It was originaly proposed that downstream customers would have broader customer
horizons and customer horizons that extended through to the end consumer. It was dso
suggested that organisations with a greater customer orientation would have a detailed
knowledge of customer product and service requirements, satisfied customers and few
ggnificant ongoing problems. The fact that the meat processor was not meeting all
cusomer expectations indicates that they did not fully understand dl ther customer’s
requirements. This was in line with their narrower and shorter customer horizon that did
not extend as closdy to the find end consumer compared to the other organisations
dudied. These differences may be explaned by a difference in culture with a focus on
production efficiencies raher than effectiveness in meeting customer requirements.
Another explanation is that greater customer orientation has resulted from the ongoing
problem resolution process for vegetable producer 2, the vegetable processor and the
food processor. As a result, those organisations close to the find end consumer did not
adways have a greater customer orientation with wide customer horizons that extended
to the find end consumer as originaly proposed.

Based on these reaults, it is now proposed that a grester customer orientation is more
likely for organisations close the find end consumer or for those who have had a mgor

problem that has required downstream customer understanding to be resolved. In



addition, where there has not been a sgnificant event to act as a catays to focus on
cusomer requirements, the focus may reman on traditiond production efficiencies. A
grester customer orientation is defined as a wider customer horizon and knowledge of
downstream customers most of the way through to the end consumer or an
understanding of their requirements.

Future dudies of horizons and market/customer orientations, as well as looking a
respondents being able to name counterparts or their category, it may be more important
to determine if they understand how it impacts on thelr organisation and what they do.
Where posshble assessment should aso be made of how effective this has been by
getting counterparts to assess how satidfied they are in getting their expectations met
and if problems are resolved on a timely bass. From these range of measures, a more
complete picture should be able to be determined.

One implication for managers is that while employees may be unable to name
sgnificant counterparts, do not despair. Employees may ill be aware of their impact
and be responding appropriately in their job. If the employee does not have a lot to do
with the counterpart on a day-to-day basis it may be more difficult for them to
remember their name. If employees cannot name them, probe for awareness of the
exisence of counterparts in the category, employees understanding of them and how it
relates to thelr job. Use of categories can be especidly useful where there are many
counterpartsin one area or if they have very difficult to pronounce or remember names.
Limitations

In terms of methodology, one limitation was the focus on the netchain participants in
exploring downstream customer horizons. The paticipating organisations customer
horizons for dl mgor customers was not explored in grest detall past direct customers
except for the chains that had agreed to be studied in the beginning. It may have been
fruitful to explore the customer horizons of other better known chains in grester detall
such asthe:

» wholesde 2 chain for both the vegetable producers,

» food processor 3 chain for the meat processor; and

» retall 2 & 5 chainsfor the food processor.

Ancther main limitation was not being able to compare the findings to research other
than that by Holmen and Pedersen (2001) for some aspects. Blankenburg (1992) asked



respondents to identify categories of related parties rather than naming customers
specificaly, something that you may expect to be more difficult to do. Sdmi, Havila
and Anderson (2001) examined network horizons for acquigtions (suppliers) not
customers.

Future Research

Further research needs to be done on more organisations to determine if the findings can
be replicated and generdised. These findings were based on a case study of only five
organisationsin afood industry netchain and each may have sgnificant differences.

The rddionship between customer horizon breadth and length needs to be examined
further to test the propogtions raised to explan the findings. What is the effect of the
organisdions pogtion upstream in the chan from the consumer? Do organisations
further from consumers tend to have longer customer horizons? Do organisations only
have longer customer horizons in response to resolving mgor problems where this was
needed? If mgor problems resulted in mgor conflict rather than a win-win solution
what would be the result? Can the differences in the breadth of customer horizons be
explaned by a culture of having a customer orientation where it is perceived to be
important to know customers and their requirements?

There may be differences in cusomer horizons between different industry sectors. Do
the same results hold in chains of highly perishable fruit and vegetables where there is a
risk of product wastage if the chain does not operate effectively? Would there be any
differences if the number of dages to the find end consumer from the producer were
more or less? In wool chains, it can take two years to get the raw wool from the
producer to a garment worn by a consumer. How would the time taken to move product
through a chain affect customer horizons? Is it harder for people to understand the needs
of find end consumers in aremote country in which they have little experience?

It would also be of interest to cary out research into (@) what characterises a focd
firm's counterparts, which primarily perform the joining, rdaing or mediaing function,
respectively, and (b) what characterises the focd firm's respective relationships to these
counterparts. Furthermore, it would be interesting to investigate if, and the extent to
which, a focd firm's network horizon is relaed to the firm's drategy towards its
counterparts and these counterparts strategies towards the foca firm.
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