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Abstract

In the IMP literature, extended network knowledgeconsidered essential to effective relationships
management. However, little is known about the torakcrelevance of network knowledge to supplier
management. This paper has three main purposed.o(Iontribute to a better insight of firms’
knowledge about suppliers’ connections. The factffecting the amount and value of existing
knowledge and the processes that firms use to prositppliers’ connections are researched in this
context. (2) To further the knowledge on firms'itatles and actions towards suppliers’ connections
and the factors that shape them. (3) To furthewtiserstanding of industrial networks, suggesting a
possible refining of the concept of network context
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Introduction

Firms must have extended knowledge about the nksambiey are embedded in (Ford et al., 1998).
This need is strongly established in the Indusiietwork Approach and is supported by the idea that
a broad network vision leads to a higher probabiit anticipating strategic moves of direct and
indirect partners (Mdller and Halinen, 1999), fareisig their effects on the firm’s network positiogi
and adjusting its network strategy. Knowledge apptabe an essential instrument for firms to &eat
that broad network vision. In the more restrictiedtifof supplier networks, the last years have est

a growing recognition of the strategic charactesubply management (Gattorna and Walters, 1996)
deriving from the deepening of specialization pases of firms (Cousins and Spekman 2000) that
amplifies the importance of suppliers and their actpon the clients’ performance. Many of the
potential benefits and constrains suppliers magrofire associated with their own sets of clients,
suppliers and other partners. As such, the poggildf managing or coping with those potential
benefits or problems requires, at least, some kedgd on those connections.

The basic purposes of this paper are to identdyuthderstanding firms actually have on their nekwor
knowledge and how this knowledge impacts the ictera with suppliers’ partners. The paper also
aims to uncover existing links between supplier aggament goals, the relevance attributed to supplier
network knowledge and the strategies of firms tovkitheir suppliers’ networks.

The paper is divided as follows. The second segii@sents some notions of the Industrial Network
Approach that are considered essential to the @nublunder study. It departs from the concepts of
network theories, positioning and strategy. It thetuses on sense making in networks, and presents
some recent works produced in this area. It goesxpioring specific issues of supplier management
and their connections to network knowledge. Theldtkection presents the research questions and the
framework for analysis. The fourth section revidtvs methodology of the research project. The fifth
section describes the empirical cases and the sedtion discusses the research findings. The last
section presents the papers’ conclusions and rhaoretical and managerial contributions.

The Industrial Networks Approach and Supplier Management

This section departs from the concepts of netwbedotties, positioning and strategy that will help to
clarify the role and relevance of network knowledgdollows with the presentation of the concept o
network pictures as sense making devices potgntigkful as an analysis and strategic management
tool. Afterwards, this section focuses on the avéaupplier management in network contexts. It
discusses the impact of network connectedness amd the existence of indirect partners and
connections can be integrated and explored in rppanagement goals and actions.

Managing and Sense Making in Networks

During their existence, firms develop theories tlediiect their intents and visions about the neligor
structure, processes and the effects of their &ed fpartners’ strategic actions (Johansson and
Mattson, 1992). Network theories are idiosyncratid subjective as each firm deals with a specific
set of actors and interprets the network accordings past experiences and future expectations,
relationships and what it knows about the netwdFmd et al., 2003). Consequently, each actor may
have a different view of the extent and charadiesf the network, of who does what, what works
and does not work, which actors to integrate oexolude from ‘their’ networks. These views are
crucial to define its network positioningg., the role it plays and how it connects directhda
indirectly to other firms (Wilkinson and Young, 20 Positioning has a dual nature as it reflects th
objective interrelations resulting from the conmats of activities and resources and the subjective



intentions and interpretations of firms (Mota, 2D0Che firm’s positioning is a strategic elemenitef
resource base as its co-ordinates foster or camdteapossibilities of action (Snehota, 2004) and
influences the future development of relationshifsategic action is directed to influence the
positioning of the firm and other actors and tduehce the connectivity patterns that exist in the
network (Mattsson, 2002). However, the strategyaofiven firm is partially determined by its
counterparts (Ford et al., 2003) as it dependshemattions and ideas of direction that counterparts
develop to themselves and to the relationship ittt firm. Thus, a firm’'s strategy depends on its
views and interpretation of the network, on itsligbto relate with valuable business partners &nd
make those partners see it as equally valuabldirds interact, perceptions of network boundaries
may contract or expand, through the exclusion olugion of actors. Expanding network boundaries
means that new actors and connections are beimgifidd and evaluated by the firm, potentially
leading to new network theories, positioning amdtegy.

But how do firms make sense of the networks they embedded in? Anderson, Hakansson and
Johanson (1994) claim that firms have partial vieighe network and that networks may have
several levels. The narrower level, the networktexinor focal net (Méller and Halinen, 1999) is
constituted by the actors that the firm considefevant. An intermediate level, the network horizon
includes the actors that firms know but do not abersrelevant. Finally, the non-identified actors
constitute the environment (Holmen and Pedersef)2Ghe residual beyond the context and the
network horizon (Snehota, 1990). Network levels@eneable and movements between them occur
as actors gain or lose relevance, new actors enwrgee identified and others disappear. Firms’
ability to sustain or enhance its network valus @bsition) depends on their ability to read the
network (Holmen and Pedersen, 2002; Ford et ab3R0or instance, a narrow network horizon may
prevent firms from acknowledging the existence@fircompetitors, while a misinterpretation of these
new competitors’ impact may lead to their exclusfoom the network context. Thus, the lack of
ability to monitor and evaluate the network farttiean its immediate relationships may make the firm
vulnerable to network dynamics emerging outsidédtszon.

A recent stream of research in the IMP Approachb®en focusing on the understanding of firms’
broader network context. In their synthesis, Ramkasd and Naudé (2005) describe, among others,
the concepts of network pictures (Ford et al., 20@hneberg et al., 2004) and how they can be used
by researchers as devices to analyse firms’ nesvarkl also by managers as tools to improve their
management decisions. Holmen et al. (2003) folloginailar rational with their concept of network
framings. All these concepts share some common points: they are @itt@presentations, they
represent partial views of the network and theyeham instrumental nature. In fact, while network
framings are set at firm level and network pictuaes produced by individuals, they share the idea
that the framings or pictures are mapped accordirspecific problems that managers must solve.

Although this paper is not about Netpics, they wa@ught to this discussion for two reasons. First,
they can be seen as new interpretations of thensérooncept of network theories (Johanson and
Mattsson, 1992) that is central in this paper. 8dcthey present some problems that are of intéwest
the issues this paper deals with, hamely the ptebatexistence of multiple Netpics deriving from
their dual source of diversity. In fact, due toithedividual character, various idiosyncratic Nietp
coexist in the same firm (Ramos, Ford and Naudé5@0ue to their instrumental nature, multiple
Netpics may be used by the same person to dealdifferent managerial situations (Hakansson and
Ford, 2002). Considering the impact of Netpicsnianagement processes a question naturally
emerges: how is this diversity dealt with and haveglit affect the way firms interact with business
counterparts? Ramos, Ford and Naudé (2005) cotiteridy analysing firms’ actions, reactions and
interactions it is possible to infer one Netpic erginning its interpretation of the situation. This
‘apparent’ Netpic may result from the balance oivpo between individuals in the organisation or it
may reflect a consensual view of the surroundingvak. Understanding each individual Netpic and
their extent of commonality is a needed step tatifie that ‘apparent’ network (Ramos, Ford and
Naudé, 2005). While acknowledging the relevanceNefpics and other sense making devices to
management processes, they seem insufficient wwearthe basic question of this paper: what do
firms know about their supplier networks and howeslthat knowledge affect their supplier strategies
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and interactions? Before going further into thesiés, the next section explores some aspects of
supplier management in networks that may contribueebetter understanding of these questions.

Supplier Management in Networks

As Hakansson and Johanson (1993) explain, eaclsfantivities are embedded in a wider web of
industrial activities performed by different firm4. dyadic relationship is a way of combining the
internal resources of the two actors and also dflimg resource constellations that include thesoth
relationships of those actors. Inasmuch as theilplitysto explore suppliers’ resources and actest

is conditioned by both clients and suppliers’ catge(Ritter and Ford, 2004), the evaluation of a
supplier's potential is incomplete if restricted ite bundle of internal resources and capabilities.
Rather, it should include the analysis of its catio@s in other supply chains and the evaluation of
those connections’ interest to the buying firm. dod illustration of this situation is provided by
Dubois and Pedersen (2001), who refer two typesndifect supplier connections and potential
benefits: (1) the link to a supplier’'s other cliemhay produce economies of scale or technological
innovations; (2) the connection to a supplier'seotsuppliers extends the resources that may be
accessed and influenced. These examples are inwithe Aratjo and Easton’s (2001) claim that
networks constitute an important constraint to whats might do, but also a flexible complement to
their internal resources. Both constraints and dements can derive from firms’ direct or indirect
relationships or partners that form the extendedorxs where firms are embedded in.

As a consequence of network connectedness, HakaassbJohanson (1993) stated that relationships
may perform first or second order functions, laierreferred by other authors as direct and indirect
(Anderson, Hakansson and Johanson, 1994; Ford arfdowell, 1999; Hakansson and Snehota,
1995; Mdller and Tarrénen, 1993; Walter et al., 200r rationalization and development (Gadde and
Hakansson, 2001) functions. Direct functions ams¢hwhose effects emerge from, or are reflected
upon, the dyadic relationship of direct counterpaand are generally associated with the effiaiset
and connections of actors’ resources and activitigdirect functions relate to more complex issues
like the development of shared network visionsivagtchains or the diffusion of new technologies,
thus calling for the involvement of several direetd indirect partners. In supplier management,
supplier goals can be defined in terms of the diocedndirect functions and corresponding benefits
that customers want to achieve in each supplietiogiship. In fact, Moller and Térronen (2003)
contend that the evaluation of supply strategieatiser complex and requires a clear cut definitbn
the type of functions and effects sought in suppli@he ability of suppliers to produce direct or
indirect functions depends on their bundle of atitig and resources, of which their pool of statid
dynamic capabilities and their set of relationshaps essential components. The evaluation of each
supplier’s relational context (part of its own gasiing) needs to be supported by some kind of
auditing of its network of suppliers, clients artlar partners and the relationships that connechth

The impact of suppliers’ set of relationships amdgtmers may be perceived differently according to
the goals pursued in suppliers and may resultfferdnt attitudes regarding the knowledge needed to
anticipate and evaluate that impact. If the buying is striving to achieve efficiency goals reldt®
direct functions, knowing the suppliers’ contextynieelp to evaluate the feasibility of those goals.
Dubois et al. (2003) have shown, when a specifstauer demands a higher flexibility of a supplier
that may result in the degradation of the lattabidity to respond to other clients. Thus, besithes
operational and technical dimensions of the chamgesled to produce efficiency effects, analysing
how those changes correspond to the suppliers’iotenests may be useful to determine its potential
commitment to, and consequent feasibility of, thasanges. In fact, Hakansson and Ford (2002) and
Holmen and Pedersen (2003) contend that as thepgign of networks varies from actor to actor,
firms must try to understand the motivations antc@gtions of other actors in order to capture the
dynamic of the networks. An effective knowledgesuppliers’ contexts is especially relevant when
the buying firm wants suppliers to perform indirdanhctions. In this case, the determination of
suppliers’ network value is important to assesg thetential to perform those functions. In order t
fully apprehend that value, firms must know thaipgliers’ other relationships and counterparts.
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Inasmuch as supplier functions are considerededtns reasonable to expect that indirect functions
should be supported by wider network horizons (remtf indirect partners known) and wider
network contexts (number of partners considereslveglt) than direct functions.

Framework for Analysis

In order to investigate the basic question of faper - what do firms know about their supplier
networks and how does that knowledge affect thgipber strategies and interactions - the thecaiktic
concepts presented so far were combined to fuithirough a group of more focused research
questions, that are presented in the next paragraph

The previous sections stressed the importance tefonle knowledge at the theoretical level. But, is
the importance of network knowledge in the literatumatched by equal importance in supplier
management practice? Existing works (cf. Blakenptif90; Holmen and Pedersen, 2001) show that
knowledge on suppliers’ connections is limited, aqgptly contradicting its theoretical relevancy.eOn
possible explanation to this fact lays on the ntatjarole that suppliers may play in gathering,
filtering and communicating relevant network knogde to the buying firm, allowing the latter to be
partially ignorant of network connections (HolmaemdaPedersen, 2001). Other possible explanations
may be found on a conscious attitude to econorhisegsources needed to explore and make sense of
the network or on the ignorance of the potentia possible impacts emerging from indirect partners
and relationships. To help clarify these issueg ohthe research questions of this paper is how
extensive existing knowledge on supplier netwosksn order to confirm (or not) the gap between the
importance of this issue in the literature anchie management practices.

As seen before, recent research focusing on netvanwledge and sense making devices (Ford et al.,
2003; Holmen and Pedersen, 2003; Henneberg @08, Ramos, Ford and Naudé, 2005) claims that
network visions have an individualized and instrataknature. Networks are reconfigured according
to the person who is viewing it and to the reasdry she is viewing it, leading to multiple network
views. Despite their interest, these works seelirirsgufficient to understand how and why knowledge
on suppliers’ networks is built, diffused and valu®y the buying firms. Regarding diffusion, it dae
asked if the multiplicity of coexisting views meatist people in the organisations have access to
network information that is quantitatively and qtalvely different. Or if, while sharing a common
pool of information, individuals pick the informati they need in a specific situation and intergiret
according to the relevance they believe it hasferesolution of that situation

The idea that according to the specificity of theation, some knowledge gains relevance whilerothe
loses it suggested another research question.cin ifaseems useful to understand if relevancy is
totally casuistic or if it is possible to find facs that have a continuous impact on the definitbn
what constitutes relevant knowledge and what de¢sDo firm’'s network theories play any role in
that definition? Can they be seen as the ‘consénsera of the surrounding network’ that Ramos,
Ford and Naudé (2005) contend that may be refldatélde individual network pictures? This paper
suggests that network views are probable deternsnaihhow firms view and evaluate direct and
indirect partners and relationships. And in theteghof supplier management, is it possible tordefi
any factors that consistently impact network knalgke and sense making? As referred earlier, an
important element of supplier management stratagitiee definition of supplier goals and the tyfe o
supporting functions — direct and/ or indirectwiis suggested that the knowledge required in each
case may be different. Namely when firms are puagsimnovation and network effects they should
have wider knowledge of their suppliers’ connediam®. wider network horizon, than when pursuing
efficiency effects. Therefore, it seems reasondblecontend that supplier functions may be an
important factor in the definition of both netwdnkrizon and context and also on the information on
suppliers’ connections considered relevant by tingrlyg firm and to expect that the buying firm’s
efforts to collect knowledge is not targeted tosalppliers in the same way.



The last research questions of this paper focuthennterplay between knowledge and interaction.
When considering management processes, it is irnipes® disregard firms’ interactions as it is
through them that influence is exerted. The isstiégnteraction within extended networks seems
poorly addressed in the literature. Extant worksdoet say much about the efforts firms develop to
access the activities and resources of their sepgplpartners. Namely, little is known about the
reasons, scope and forms that interactions witindodpartners may assume. The reference of Ahonen
and Salmi (2003) to an apparent passive attitudero$ in this context seems insufficient to sugpor
solid conclusions in this area, leaving space tthér research. Thus, the question at stake hafe is
firms do interact with indirect partners in suppligetworks and how do they do it? If extended
network knowledge is commonly accepted as useblitoproduce better management decisions and
practices, understanding how network knowledgaeslto interaction with suppliers may shed some
light on the way knowledge impacts management. [koesvledge breed interaction dice-vers&

In order to further existing understanding on tlesearch questions, a framework was built,
constituting the research ‘agenda’ that was usethénempirical phase of this project. Figure 1
synthesises this paper view on how IMP basic cdascegn jointly influence the amount and type of
firms’ knowledge on supplier partners and how ithisilt, evaluated and used in management
strategies and interactions. A brief review of fitaenework follows in the next paragraphs.

Figure 1 — Framework for analysis

Network theories:
connectedness
competitiveness

Supplier management strategy: > Network knowledge:
goals, functions, relationships extension, value, type

\ Positioning: /
activities partition

supplier choice

This paper suggests that network theories may exarsistent influence on the definition of firms’
supplier strategies at firm level and also on il interpretations of supplier networks. Network
theories embody more or less atomized network nsstbat impact firms’ strategies, positioning and
attitude towards network knowledge. For instanceeéms reasonable that firms holding interweaved
views of the networks and acknowledging the possiltipact of indirect partners and relationships
will search for extended knowledge on those conmest hold a broader view of their network
positioning and develop strategies that take ictmant those connections in order to monitor or act
upon them. Furthermore, according to the evaluatifosuppliers, their connections and roles, firms
may perceive differently their contribution to dsmpetitive performance and value creation prosesse
and coherently develop distinct strategies to kao@ manage suppliers and their partners.

According to each firm network theories and positig, firms set supplier management specific
goals, translated in the generic effeeg(efficiency, innovation, development) they try thaeve by
exploring direct and indirect functions of supplietationships. The definition of goals will inflnee
which suppliers are selected and how activitiesrasdurces are organised between both supplier and
buyer, partially determining their positioning. f@ifent supplier goals may result in a distinct
extension, type and relevance attributed to knogdemh suppliers’ connections. The way firms build
their own position by establishing their network safppliers is also interrelated with the latter's
strategy, theories and network knowledge. In a g@anple way, connecting to the right suppliers is a
necessary but not sufficient condition to fulfitagegic goals. Selected suppliers may open the firm



network horizon by linking it to their own connemts or exert a mediating or even isolating role,
diminishing the need or the possibility of extergdimetwork knowledge and interaction. Finally, as
new network knowledge is collected, the firm maymge it theories about the network, evaluate
differently its own and its partners positioningdaedapt its strategies, namely by changing itsgyoal
and the way it relates to its suppliers to achibese goals.

Research Methodology

This paper is part of a wider research projectedog other aspects of supplier management, namely
buyer-supplier dyads and supplier-supplier relaimps. A case study approach was adopted to
conduct this multi-level investigation. Two induatrfirms were selected and the research included
actors from the focal clients and their supplififee selection of the cases and the analysis of the
collected data followed a process close to theigordgtion analysis proposed by Ragin (2000). Each
case was analysed individually in order to undestaow the several dimensions combine in an
integrated and coherent way to form different agunfations of the same phenomenon, followed by a
comparative analysis between the two cases in toddentify and explain their (dis)similaritiesh&

research was mainly based on semi-structured intesvthat were taped, transcribed and sent to the
informants for revision and confirmation. Data gs& was supported by the use of N*6 software.

The multilevel nature of research was essentialnderstand the factors that condition managers’
knowledge, attitudes and actions in their suppglieesworks. At the network level (the focus of this
paper), data collection followed a two-step apphodtere was a first round of interviews desigreed t
uncover the visions and attitudes of focal firm&aads suppliers’ networks in two ways: identifying
the focal firms’ network theories and how it retlsd on their evolution, interaction experiences and
outcomes; to understand how strategies translatedpplier management strategies and interactions.
The research followed Strauss and Corbin (19908)Lp8ocess of theoretical sampling. The process
of interviewing included as many informants as ¢hdeemed necessary to saturate the conceptual
categories being studied. When the interview poeess complete, as it was considered useless to
include more suppliers in the study, the secona steesearch process began. All the informants fro
the focal firms were interviewed again and askedllt@ questionnaire where they should list each
supplier’ s clients and sub-suppliers they wererawd. This second phase was used to define the
focal firms’ mapping of suppliers’ network, to apsé its consistency with the focal firms’ visionwa
attitudes and, finally, to clarify how network knagge is distributed among firm members.

Case Analysis

As mentioned before, this paper is supported byetheirical investigation of two industrial firms’
supplier networks — Adira and Vulcano - that arefly presented in the next paragraphs.

Case 1 — Adira

Adira was founded in 1956 and is considered thgelstr Portuguese machinery manufacturer. During
its existence, it has been striving to strengthtenautonomy and independence from its various
partners. To do that, Adira invested in creatintivilies and capabilities backward and forward from
its initial manufacturing activities. These investms result from its network theories about how
competitiveness is created in its industry. Ondhe hand, Adira strongly believes that the sucoéss
its most reputed competitors is based on theirrialeset of capabilities and suppliers (even when
shared with these reputed competitors) are grdimited relevance on the value creation process. On
the other hand, Adira wants to position itselffzs $ole counterpart of the firms that buy its maesi



In order to do that, it feels the need to have dewscope of internal knowledge and productive
capabilities. This need is reinforced by Adira’sewi of its business partners (suppliers and
distributors) as having very limited technical daifiies. Furthermore, Adira developed an atomized
view of the network and believes that, generallizatvgoes on in the relationships its suppliers have
with their own suppliers or clients does not affiecAll these facts explain Adira’s preferencehtald
proprietary control of resources rather than exptpexternal resources, as it believes this ishiwt
way to build competitive advantages and to enh#sceetwork positioning.

The company has two main types of suppliers: cgtedosuppliers and subcontracted suppliers.
Catalogue suppliers range from multi-brand repriedgies to national agents or local subsidiaries of
firms like Bosch or Siemens, selling standardizedemals and components. Subcontracted suppliers
range from micro to medium-size firms that manufeetparts according to Adira’s specifications.
Adira uses both groups of suppliers to pursue teficiency functions: low costs, high flexibility
and sourcing safeguarding. The major benefits tlsalfcompany looks for when selecting suppliers
are low prices, product quality/reliability, flexiity and availability.

Adira’s informants named 39 sub-suppliers and 3$pbkers’ clients. In fact, 10 additional suppliers’
clients and 10 sub-suppliers were presumed to ekiased on informants’ assumptions about the way
the industry works and existing relationships amsulgcontracted suppliers. However, they were later
on denied by the suppliers and are not consideeee. INone of the suppliers’ clients identified by
Adira was referred by the suppliers as their mdients. There is a clear differentiation between
existing knowledge on the business partners ofwiegroups of suppliers. In the case of components
suppliers, the number of identified partners iswigantly higher than in the case of subcontracted
suppliers. This distinction is especially strongewhsuppliers’ clients are involved — 32 clients of
component suppliers were named against 7 clientiseofubcontracted suppliers. This differentiation
is also clear on the distribution of network knogige among Adira’s informants. There is a clear gap
between the knowledge exhibited by the people wredlin the management of component suppliers
consistently identified more suppliers’ partnerE@ 52 partners, Engineering Manager- 38 and
Components Buyer- 30) than the informants that mensubcontract suppliers (the Production
Manager identified 18 suppliers’ partners, the ktigiManager identified 9, the Subcontracted Buyer
- 2 and the Quality Manager - none).

These differences seem associated with severattaspksuppliers and their relationships with the
focal firm. Subcontracted suppliers buy mostly naaterials (frequently from Adira) and the parts,
material and, sometimes, production processespa@fied by Adira, enabling a strong control over
their purchases and productive processes. The smaiber of clients identified in the cases of
subcontracted suppliers cannot be dissociated filmenfact that some suppliers have an almost
exclusive relationship with Adira and from the redd value Adira grants to knowing who their
clients are. In the case of component suppliermesof them are commercial representatives of
international manufacturers and, consequentlyr gw-suppliers and respective brands and products
are necessarily publicized. When components suppbee themselves the manufacturers, their
network connections are much more opaque and ciely ®f their business partners are identified.

The Engineering manager states that “it is ratheisible (...) we don’t have much access to the
suppliers of our suppliers. It happens when wesdisiable the components and find out that that they
are buying here and there, but we don’'t have muébrmation ... we don’t know who they are
buying from”. However, the fact that the componenppliers do not “exhibit” their suppliers is
considered normal, even because Adira has the a#tingle. As the same informant explains, “we
also don't tell [who our suppliers are]”. Supplie@nfirm that they are not normally asked abouirthe
suppliers and, in some cases, are unwilling toigdeothat information. One of them expressively says
that “no [they don’t ask] and | wouldn't tell therh&t them search if they want... Deep down, secrecy
is the soul of the business”. Adira does not hawysiematic strategy to collect information on its
suppliers’ partners. Generally, this informationci@lected informally through trade fairs, supplier
catalogues or informal conversations with supplagrsther business partners.



This apparent lack of strategy goes along withldlo& of relevancy attributed to network knowledge.
Adira’s view is that although knowing the sub-sugr may help to have an idea about the quality
they can supply, it has indirect and more effectivays of doing it than inquiring the suppliers.
Experiences deriving from long-term relationshipghveuppliers as well as the specification process
are seen as an effective way to evaluate the gudliheir sources. A good supplier reputationlsda
considered a good proxy to the quality of souraiegwork. Past experience, specification processes
and supplier reputation make direct knowledge @pber networks (especially on the sub-suppliers
side) a rather dispensable and low-value reso@uppliers’ reputation is more strongly associated
with their clients than with the sub-suppliers. Kmeg who the clients are gives Adira a good idea of
the suppliers’ network positioning, credibility araliability. This may be important when suppliers
their products are new and, consequently, theme jsrevious experience that can be used to minimize
the risk of adopting them. In a restricted setitfagions, the name of some highly reputed clierfits
component suppliers can be used to guarantee #iigycpf Adira’s machinery and its reputation.

Adira does not interact with any of the suppligraitners. However, the firm tries to influence #os
connections, especially in the case of the smallbcontracted suppliers. These suppliers are dkfine
as “external workstations”, expressing their almesimplete adaptation and dedication to the
requirements of Adira that favors and stimulates $ituation. Formally, subcontracted suppliers are
only required not to work with Adira’s competitora’ it fears that suppliers give them the designs
and specifications of its parts. In practice, th@k dimension, high diversity and frequent changies
Adira’s orders, together with the pressure to atgrsit a priority leave these suppliers no spadentb
new customers. In the case of component suppésrgroducts are standardized and there is nofrisk o
passing on sensitive information, suppliers are feework with Adira’s competitors. In exceptional
cases, when components are adapted to Adira’s nibedirm minimizes the information given to the
suppliers. From its long experience with componaunigpliers, Adira believes that the relationships
they have with other clients, including competitdras no impact on their relationship with Adiralan
this gives the firm additional reasons not to itivesources in trying to know or to influence them.

Case 2 — Vulcano

Vulcano was founded in 1977 to produce gas-firedwader systems under a license of Bosch, which
presently owns the company. Vulcano has alwaysdfage sources of competition: one arising from
the Bosch firms that produced similar products #redother from competitors outside Bosch Group.
Consequently, it soon assumes the constant evolotigs capabilities and resources as a fundarhenta
strategy to strengthen its positioning in both cefitiye arenas. At the same time, its initial liakd
later integration in Bosch Group offered Vulcanaess to a huge pool of resources and capabilities.
In 1993, Vulcano was designated Bosch’'s competean#e for gas-fired hot water systems, making
innovation and development capabilities even merdral. Since the beginning, the firm assumes that
its success depends on its ability to forge link wxternal actors able to add value to the dwivi
executed in-house. It invests in an external ommitn that allows it to “integrate suppliers’
capabilities as if they were ours”. The network éision is present and considered relevant and
interdependence with direct and indirect partnere¢ognized, evaluated and sometimes explored.

The firm’s supplier base is constituted by mediantairge-size, local or foreign companies that have
or must develop “a minimal structure of resouraegjuiality, logistics, manufacturing, development
and management”. Traditionally, Vulcano specifidgarts’ details (functions, materials, dimensipns
and suppliers manufactured them. In the last yaanano’s development team has been actively
seeking suppliers’ assistance to develop the pespgcially in areas where it does not hold sffiti
productive or knowledge capabilities and does ramitvto develop them. The focal company expects
all suppliers to “proactively produce and suggesivrsolutions in terms of product specifications,
materials or processes”. When selecting and evatuatippliers, aspects like quality, price, flektipi
and continuous sourcing are relevant, but dynammd @ndirect capabilities are what really
differentiate them. In this context, suppliers’ wietks of customers are an important selection
criterion, as they help to evaluate if suppliergsehanough critical mass to undertake the investsnent
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needed to support the focal firm's goals. Additibnasuppliers’ relationships with other customers
are seen as a source of diversity and as learpipgrtunities that may reflect positively on Vulcano

The four managers that were interviewed identipadners of all suppliers, in a total of 54 supglie
clients and 39 sub-suppliers. Network knowledgeaissistently higher in the cases of suppliers that
are involved in product development processes position to those that are not. The sub-suppliers
and suppliers’ clients identified by Vulcano matbbse indicated by suppliers as their main business
partners, reflecting a high consonance between tiedwvorks pictures. The distribution of knowledge
is uneven among Vulcano’'s managers. Logistics andlity managers are aware of 11 and 9
suppliers’ partners, respectively, Development rganaollows with 22 identified partners and
Purchase manager leads with 87 identified partriersiust be stressed that while the Purchase,
Logistics and Quality managers deal with all thepdiers integrated in this research project, the
Development manager only knows and deals with tite sappliers that are involved in the
development project he leads, making a linear coisga difficult. The differences of knowledge
among managers reflect Vulcano’s supplier stratagyalso the relative importance of the informants
in that context. Purchase management is considarestrategic function: its manager has a
predominant role on all the main supplier decisi@msl supplier information is collected or
coordinated mainly by this area. Purchase managéeionly informant with direct responsibility and
access to the “Supplier Profile File” that includeformation about supplier's main clients, their
respective industries and purchases. The “SupBliefile File” must be updated whenever relevant
changes occur. Logistic and Quality informants’ éovknowledge is due to the more operational
nature of their tasks and also to the firms’ polaéymaking suppliers’ fully responsible for managin
their own supplier network logistics and qualitysuss. The higher network knowledge of the
Development management seems to confirm the asisocsuggested earlier between the exploration
of indirect capabilities required by product deyetent and a wider knowledge of supplier networks.

Suppliers’ connections are considered essentidtdeping them up-to-date (e.g. technologically) and
to foster their ability to innovate. Purchase mamagjates that the “suppliers’ potential to do tiis
that is determined by their capabilities and mames by their portfolio of clients” that expose e

to “new markets, new technologies’, new parts asd demands” and assures that “their know-how is
constantly being refreshed”. Besides the “multipdyieffects” that network connections have on
suppliers’ dynamic capabilities, they also enabéart to build a critical mass that make investmants
resources and capabilities feasible as they caunskd in relationships with several clients. These
benefits may be counterbalanced by an eventualoo8te importance of the focal firm vis-a-vis the
suppliers due to their commitment to more powetfignts. As this may result in the deterioration of
their performance, “suppliers’ loyalty” is an impant aspect of evaluation and its disruption may
result in diminished sales quota or even the elitiom of a disloyal supplier. Due to the acute fesi
and negative effects of suppliers’ clients, Vulcames to monitor those connections closely.

Sub-suppliers are not granted the same attentialtavo believes that their effects are not relevant
and that it is possible to control the suppliemmek fairly well trough the specification proce3he
Purchase manager explains that “we know their sepptructure quite well, but it is not dramatic
because all is well safeguarded through our spatifins” and adds that “... | really don’t care about
where he buys, (...) it does not interest me thathmageverything is specified right from the start”.
Furthermore, the experience emerging from the teng relationships held with most part of the
suppliers, the regularity of supplier quality aimditand Vulcano’s quality control system give tirenf

a level of confidence on suppliers’ sources thakesafurther knowledge dispensable. Suppliers
confirm that Vulcano does not generally ask themrtvide information on the sub-suppliers.

Vulcano has no interaction within its supplierstifalios of clients. However, it tries to influenden
two opposite directions. Firstly, it makes cleasstgppliers the penalties they risk if they reduuosirt
commitment to Vulcano due to their other clientsc&dly, it stimulates suppliers to find new and
different clients, “forcing them to a kind of stegic development”. In Vulcano’s view, widening the
portfolio of clients induces efficiency and innowst capabilities and safeguards the feasibility of
investments in resources and new capabilitiesg@s sarlier). Furthermore, it also develops retatio
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capabilities, namely the ability to understand ¢hents’ businesses and complementarities, which is
considered an essential element of a supplier'sieval/ulcano may designate sub-suppliers to
suppliers. In some cases, the selection of sublisupjis done by the Termo-Technique (TT) division
of Bosh that integrates Vulcano. The TT concensrétte purchases of its several firms and negotiates
contracts with commons suppliers, obtaining majust ceductions that are available to all TT firms
and their suppliers. In other cases, Vulcano selegppliers to develop specific parts of a compbnen
and when the development process is over, theynbecub-suppliers of the supplier in charge of
assembling the component. Suppliers are not obligelbuy from the sub-suppliers designated by
Vulcano but if they chose to work with other sogrtieese must be previously approved by the focal
firm. As designated sub-suppliers have already guhdgulcano’s selection criteria and normally
charge lower prices, suppliers are normally williogaccept the client’s ‘imposition’. Vulcano wishe

to keep its interaction with sub-suppliers restiicto the development and negotiation phases. When
they become suppliers’ sub-suppliers, the formestrtake full responsibility for the management of
the latter. If suppliers call for Vulcano interviamt, this is seen as a handicap on suppliers’ dbied

that results in added costs and management corfyptexie focal firm.

Research Findings

This section discusses the main findings of the ¢ages in order to shed some light on the research
questions that were formulated earlier. Table Xtmgises the main dimensions of the cases.

Table 1- Network knowledge

Adira Vulcano
Suppliers’ functions Direct functions Direct aindirect functions
Network vision Atomised Interweaved
SEMEEVER e O Spl e Very Low High (positive and negative)

relationships

Processes to obtain network . Active: formal and informal
Informal and rather passiv

U

knowledge mechanisms
Number of identified Clients: 39 Clients: 54
suppliers’ partners Suppliers: 39 Suppliers: 39
Average number of identified Clients: 3 Clients: 3
partners per supplier Suppliers: 3 Suppliers: 2.2
Suppliers’ partners identified Maximum: 51 Maximum: 87
per informant Minimum: 0 Minimum: 9

Extension and Distribution of Network Knowledge

Globally firms display network knowledge that is faore extended than the situations described in
the works conducted by Blakenburg (1992) and Holarath Pedersen (2001). But when looking at the
individual level, the information on supplier's gwttions is rather unevenly distributed. It is
important to stress that this paper never intendattaw any kind of Netpics. In fact, informantsreve
not asked to interpret or evaluate any specificréad partner or connection, but just to identifyya
suppliers’ partner they know. Even in the case wit¥no where network knowledge is substantial this
asymmetry of information exists. It seems that kieolge is concentrated in people who play major
strategic and technical/development roles in sepplianagement, meaning that the functions people
occupy in organizations are closely related tokit@wledge they have on supplier connections.
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These findings suggest that network knowledge iscomsidered an important asset in managing
relationships with suppliers at a more operatideaél and firms do not make any effort to diffuse
existing knowledge among people that play interfmeg management roles towards suppliers. So far,
our findings on the extendedness of network knogdedo not confirm the suggested gap between its
importance in the literature and management ardrmsus know see if other dimensions of network
knowledge supports this convergence between beltisfi

Perceived Impact of Suppliers’ Partners and Netwdtkhowledge

The findings suggest that firms’ network theories a causal factor of the way firms perceive the
impact of suppliers’ networks. Adira’s and Vulcasaietwork theories are quite different: the former
holds a highly atomized view of the network and lditéer has a much more interweaved view of the
network. At Adira, this atomized perception resuits a low acknowledgment of network
interdependencies and effects, while at Vulcanyg #re recognized and considered relevant in many
cases. As firms evaluate the impact of suppliees$ relationships differently, they develop diffat
strategies to monitor them. Vulcano develops aiveditrategy that is supported by formal and
informal mechanisms, while Adira’s monitoring ségy is more passive and informal.

The cases also revealed that suppliers’ functiamslion the way their suppliers’ connections with
their own clients and suppliers are evaluated byflcal firms. Adira is focused on efficiency etfec
and the fact that suppliers’ relationships are iwmmed irrelevant to produce those effects reirdsrc
its low interest on those relationships. On thetr@wy, Vulcano’'s conviction that the ability of
suppliers to perform rationalization and developm&mctions is conditioned by their network
connections strengthens the firm's interest andrades to those connections. Vulcano sees sugpliers
networks as a reservoir of synergies, knowledge iandvation that can be explored through the
suppliers and, consequently adopts an active @étito identify them.

Network knowledge also works as a tool to evaluh&e capabilities and performance of suppliers.
Both firms believe that knowing who their suppliecbents are can help to evaluate their static and
direct capabilities. For instance, knowing thapacsfic supplier has demanding clients is considere
good proxy of its performance in quality or logisti In the same sense, previous experience with
suppliers is considered a good indicator of theitis capabilities. In fact, Adira is only interedtin
knowing who its suppliers’ other clients are wheip@iers or their products are new and, therefore,
the firm has no previous experience with them. Bhppliers’ dynamic and indirect capabilities
explored by Vulcano can hardly be evaluated ushegipus experience or by knowing who suppliers’
clients are. Rather it requires wider knowledgé thaludes the content of suppliers’ relationships
with other clients. The relevance attributed to-suppliers is quite different. None of the firms is
interested in knowing who they are. This can bda®pd by two main factors. First, the image and
reputation of suppliers is considered an effeativaluation mechanism of supplier's supply chain. Fo
instance, Siemens’ reputation makes knowledge quplisus useless to evaluate its potential
performance. Second, firms use indirect mechanidne®ntrol, like specification processes, that are
considered effective and sufficient to evaluateptieps’ supply chains.

As Figure 2 shows, the comparison of both casesated the existence of several factors that
condition the relevance given to the knowledgeugfpdiers’ networks. The different combination of
those factors in each firm influences their attsidnd strategies in that context. Among thoseffact
the dissimilar views of network interdependenceugedl by firms’ network theories and the types of
functions they are looking for in their supplieeem to be predominant over all other factors.

From the last paragraphs, it is clear that Adird ®nlcano have different views on the relevance of
network knowledge and develop monitoring stratethes are consistent with those views. However,
the data on Table 1 seems to contradict thesenfisdiActually, the average number of clients per
supplier identified is similar in both cases and #verage number of sub-suppliers is higher in the
case of Adira. Exactly the opposite that would hheen expected considering both firms network
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theories and attitudes. However, a deeper lookndata reveals some details that may clarify this
apparent paradox. First of all, it is necessametall that there are discrepancies between thveonlet
drawn by Adira and the one drawn by its suppliasssome presumed relationships do not exist and
others did exist but were already terminated. Ashsthe apparently large network knowledge Adira
does not exactly match their actual network coriaest Furthermore, the majority of the sub-
suppliers are international manufacturers thatrepeesented in Portugal by four of Adira’s supglier
making almost impossible to the buying firm not knihem. When direct suppliers are themselves the
manufacturers, Adira was in some cases unableetatifgd a single indirect supplier. In the case of
Vulcano, the network drawn by the firm is consisteith the connections reported by the suppliers.

Figure 2 — Factors impacting the relevance of netwh knowledge

Network theories:

interdependence,
competitiveness
Previous ¢ L
i i Suppliers’ image
experience with .
psuppliers =~ Relevance of € and reputation
network
knowledge \
Suppliers’ Indi |
functions and ndirect contro
goals mechanisms

These findings show how similar network horizong/reaggest similar network knowledge, while in
fact what the firms know about their suppliers’wetks is quite different. This raises the questidn
how network knowledge is analysed and of the p@kneed to consider other variables besides the
number of indirect partners identified by the fodiam to get a finer definition of firms’ actual
network knowledge, as Ramos, Ford and Naudé (24186)suggest.

Monitoring Supplier Networks

According to the last section, when evaluating mekwknowledge, the definition of the network
horizon as the number of actors identified by theaf firm seems a poor proxy of that knowledge. In
addition to the “quantity” of knowledge it is als@cessary to consider its “nature”, e.g. the tyjpe o
information about suppliers’ partners and relatiops firms are interested in and actively lookiog f

Table 1 and Figure 3 show that the knowledge oplers’ clients is in both cases deeper and more
relevant than the knowledge of sub-suppliers. Téws limportance attributed to sub-suppliers is
explained by their low value as warrantors of sigppl performance or as potential sources of
learning. Furthermore, controlling specificatiorogesses (parts, materials) allows buying firms to
indirectly control the supply sources of their sligns. Finally, previous experience with suppliarsl
their products as well as suppliers market imagepmsitioning are considered sufficient to certifg
level of their supply chains.

The picture is quite different when suppliers’ otie are considered. The goals and strategiesros fir
to know them are mainly associated with the evadnadf suppliers. In the case of Adira, only static
performance is under evaluation and knowing who ghgpliers’ clients are is sufficient to do it.
Differently, Vulcano believes that the dynamic peniance of suppliers may be fostered by the
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synergies produced within their relationships vather clients. However, those same relationships ar
seen as potentially menacing to the influence itme fmight bear over the shared suppliers. In this
context, knowing who the suppliers’ clients areassidered insufficient to evaluate both positind a
negative effects. Vulcano considers useful to knehat type of resources and capabilities are
suppliers using (or creating) in the relationshifith their other clients (what and how) and whatis
weight (how much) of those clients in the suppfidrtisiness.

Figure 3 — Supplier functions and network knowledge
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The differentiation of goals and content of netwddakowledge reflects in the firms’ research
strategies. Low relevance and “who” knowledge teisud more irregular and passive strategy. Adira
has no formal procedures to collect knowledge arlg abandons its passive attitude occasionally to
reduce the risks associated with the adoption redva supplier or product. At Vulcano, the efforts to
obtain network knowledge are more active and reqnd are embodied in formal procedures such as
the “supplier’'s profile” file and suppliers’ oblian to update Vulcano about all the relevant clesng

in their clients’ portfolio.

Network Knowledge and Interaction

Interaction with suppliers’ partners is a margippenomenon. In fact, the only regular interact®n i
associated with the appointment of sub-supplier¥lilgano. Consequently, as there is no interaction
with indirect partners and relationships, the gmnigsible way to influence them is through the dyadi
relationships with suppliers. The willingness teeexhis indirect influence seems to depend on the
perception that focal firms have of the networleefé and their evaluation of the possibility anitityt

of interacting with suppliers’ partners. Both firmaensider that sub-suppliers produce limited effect
on the focal firms’ business. As Figure 4 showsirthttitude towards suppliers’ portfolios of cliefis
different and is mainly associated with two typdsetwork effects: the creation and diffusion of
innovation and the changing of the relative positig vis-a-vis the suppliers. Regarding innovation,
firms interpret those network effects in a dissamivay. Adira thinks that the innovative knowledge
that generates competitive advantages is creasetkithe company and that it must be protected from
being diffused through suppliers.
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At Vulcano, the diversity present in the suppliengtwork is seen as a source of knowledge and
innovation. Suppliers are stimulated to find nevertls from different business contexts in order to
foster the “multiplying effects” of network divetgi Additionally, the fact that knowledge and
innovation are considered to be partially produicethe network, by suppliers or co-produced with
them makes the control of its diffusion a difficpltocess. Significantly, all the interviewees from
Vulcano and its suppliers consider that it is beiogmmore and more difficult to isolate knowledge
and that protection mechanisms (as patents anenrads) are becoming less and less effective.

Figure 4 — Perceived network impact and network sttegy
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Regarding positioning Figure 4 reveals that theneations of suppliers with other clients are seen a
a potential threat to their commitment to both fineal firms. Despite this common perception, firms
deal with this threat in a different way. At Adiré,reinforces its intent to limit network effects,
pressuring the smaller suppliers not to have athents. Vulcano faces a paradox: how to conciliate
network potential (that is fostered by the develeptnof suppliers’ network of clients) and to
simultaneously assure suppliers’ commitment? Vucares to solve this paradox in a variety of
ways: building relationships that interest and ribbithe suppliers, monitoring changes in firm-
supplier positioning and penalising ‘disloyal’ slipps by reducing their supply “quotas” or even by
eliminating them.

Network Relevance and Interaction: A Paradox

The cases also uncovered another paradox: the food’ efforts to interact in their suppliers’
networks of suppliers and networks of clients s@erarsely proportional to the importance associated
with the effects of each of them. Figure 5 syntbesithe focal firms’ actions in this context.

As Figure 5 shows, the strategies adopted in ehtteaetworks are distinct: more direct in theecas
of sub-suppliers than in the case of their cliefitse connection with sub-suppliers can be direct
through their appointment to the suppliers (Vulgamocan also be indirect through the specifiaatio
process of parts or materials (Vulcano and Adita)e to the fluxes of activities and resources that
link all the participants of the supply chain, ih@act of sub-suppliers in the suppliers’ perforean
and, consequently, on the performance of the fboal is rather straightforward and visible. This
chain of impacts seems to legitimise an eventu@riention of the focal firm and explains why
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suppliers accept, and sometimes welcome, thatfenégrce. Regarding suppliers’ clients the situation
is quite different. The less visibility of relatiships and the lack of operational connections &nd o
fluxes of resources seems to withdraw legitimacgrig direct intervention. Consequently, actions at
this level are always indirect and assume the saitian “empowered influence” designed to mobilise
suppliers to adopt a network posture that is adegoahe interests of the focal firms.

Figure 5 — Interaction in suppliers’ networks
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But, as a general rule, firms are not willing téeivene directly in the relationships suppliersdhol
with their business partners. That interventiorcamsidered undesirable for two different reasons.
First, it collides with the efficiency goals thatdth firms pursue, as dealing with suppliers’ partise
resource consuming and adds to the complexity pblgumanagement. Second, the need to intervene
indicates a limitation of suppliers’ indirect capaies, namely their relational capabilities. Naaty,
firms expect suppliers to be able to perform somd kf isolation role (Holmen and Pedersen, 2002)
between the client and its own networks. To perfthimisolating role, suppliers must be able ttefil
and transmit to the client only the information &mdwledge that is adequate and useful to its fipeci
context. In addition, suppliers must also be ablmanage their relationships within their netwarks

a way that fits or, at least, does not harm thents interests. The inability of suppliers to enfi one

of these or both tasks may originate costs andl@emob to the focal firm and contribute to the
devaluation of suppliers.

Conclusions

This paper introduces two critical issues that desethe attention of both researchers and
practitioners: the concept of ‘selective myopiatlahe paradox between network relevance and level
of interaction.

Firstly, the individual and comparative analysistbé cases revealed that firms adopt a kind of
‘selective myopia’ as they only search for andfngider the information considered relevant torthei
own goals and disregard all aspects consideredrelemant in that context. In fact, firms’ network
knowledge is neither erratic nor random. Firms dieaivhat they want to know about their suppliers’
networks and design the adequate research insttsrmm@mbtain it. If indirect, more economic and
equally effective monitoring mechanisms are avéglatirms will tend to use them. In the case of-sub
suppliers, as an effective sourcing control may peeformed though specification processes,
relationship experience and quality control, firfael no need to have direct and detailed knowledge
on this part of supplier networks. As such, anaappt lack of strategy may, in fact, be perfectly
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consistent with a firm's supplier goals and witle thalue attributed to network knowledge. This
parsimony regarding network knowledge is also odélé in the way it is distributed among firm
members and used in supplier relationships. Knogdedn suppliers’ connections is clearly
concentrated in people playing strategic or devalam roles and is not passed on to other peojte as
is not considered a valuable resource to theiratjmeral activities.

This study uncovered several factors that conditien relevance attributed to network knowledge.
Firms’ network theories are a strong determinaofsttuting a durable framework that guides
cognitive and interaction processes in networkst Fstance, a view of the network as an
interdependent web of actors and relationships imitract on the firm business favours the adoption
of active strategies to know and understand ith ladtfirm and individual level. Despite the facath
this research project was restricted to supplidworks, the importance of network theories will
probably stand in other settings. Besides netwhdoties, the type of supplier functions and the
evaluation of indirect effects on the buying firngesition are also factors that explain the releean
of network knowledge and the efforts developed Idaim it. Actually, as suggested earlier, the
exploration of suppliers’ indirect and dynamic daifiies requires network knowledge that is wider
and deeper than the knowledge needed to access dimd static capabilities. Nevertheless, this
difference does not translate so much in the tgpent, supplier) and number of indirect partnérstt
firms identify (network horizon) but rather in theature of the knowledge they have on the
relationships that suppliers maintain with thosemmas. As such, the findings of this paper support
the idea that supplier goals do not necessarilyltréis substantially broader or narrower network
horizons, but rather on different boundaries ofmoek contexts or focal nets: broader in the cases o
dynamic effects like innovation and narrower in thee of static effects like efficiency.

In this context, extendedness of network knowleddele being useful to set firms network horizons,
i.e. how far they see, it is an insufficient clue thaw they effectively know about their indirect
partners. In fact, similar network horizons mayd#ii knowledge that is substantially different ia it
nature. In order to have a clear picture of whamdireally know other aspect besides the number of
indirect partners or suppliers must be included elgirthe nature of the resources and activities used
and the type of relationships connecting the actohe findings of this paper are in line with the
suggestions formulated by Ramos, Ford and Naudgj2abat could be used to enrich the concept of
network horizon making it a more useful tool tolgea networks.

The second main conclusion has to do with the pardibtween network relevance and level of
interaction. As a matter of fact, evidence was tbtirat knowledge does not bread interaction, lout, i
fact, they seem to be inversely proportional. Paxally, firms tend to interact less with indirect
actors on whom they have more information and dmmsimore relevant. Suppliers’ clients are
considered especially relevant due to the poséfiects they can have on suppliers’ capabilitied an
resources and to the negative effects they can baveuppliers’ commitment to the focal clients.
However, inasmuch as they are located outside dbal ffirms’ supply chains and have no direct
impact on their performance, the legitimacy to apbn them is severely restricted. While sub-
suppliers are not granted the same relevancelukesfof activities and resources linking the aiar
the same supply chain make it easier and more tatdepfor focal firms to intervene directly or
indirectly in this context.

Generally, interaction with indirect actors is argiaal phenomenon. In fact, knowledge and
relevance do not bread interaction. There is andigbn between the actors that firms see as rateva
and the actors that they are interested, willinglie to interact with. In order to have a clegieture

of industrial networks and the way they are orgahisnterpreted and acted upon by firms, it codd b
useful to make this distinction more obvious. Ashswadding a new layer to the ‘onion’ structure of
networks could be a good way to do it. An ‘intef@ctnet’ can be identified corresponding to the set
of actors firm are aware of (network horizon), seerelevant (network context) and, additionally,
interact with.
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Restricted interaction corresponds to the firmswi® how connections among business actors should
be organised and managed. In fact, firms are nliingito interact with their suppliers’ partners as
this adds complexity and costs to supplier managenidey expect suppliers to perform a mediating
or, preferably, isolating role between them and shepliers own connections and to be able to
interpret and represent their needs in the netwbhle failure to do that is seen as a limitation of
suppliers’ capabilities that diminishes their valbi®wever, if firms are not willing to invest inrdict
interaction with suppliers’ partners, this does maian they are not interested in influencing tham.
they are not willing or able to do it directly, thegy to do it by pressuring suppliers to develbpge
relationships in the sense that best fits theierggts. When suppliers’ partners are thought te hav
beneficial effects, suppliers may be stimulatedxpand their network connections. When effects are
seen as negatives,g. by menacing focal firms’ positionings-a-visthe suppliers, focal firms try to
minimize them, either by restricting informationty making penalties to the loss of commitment and
by enforcing them if needed.

To sum up, this paper has hopefully shed some tighthe actual importance of network knowledge
in supplier management. The gap between literatlezzance and managerial relevance suggested in
other studies was not confirmed. However, the papezaled that network knowledge is not equally
important to all firms and is not evenly distribditamong firm members. The value and usage of
network knowledge and the strategies to createeitspecific to each firm. Within each firm, these
strategies are also differentiated according tostiwecific goals suppliers are supposed to fulfd an
also by the existence of indirect, less costly eqdally effective control mechanisms. While extehde
and deep knowledge can be necessary and valuabtaria cases, in other cases it seems to bring no
clear added value to the firms’ business. As stiwre are no ‘right’ or ‘wrong’ strategies in tliisld

as in others, and each firm must chose the mosjuadie strategy to achieve its goals.

Theoretical Contributions

This paper contributes to a better insight on sseé of network knowledge and its impact on supplie

management. It also furthers the knowledge and rstateding of firms’ attitudes and actions in this

field. Namely, the paper identifies some factoet thay lead the buying firm to adopt a more passive
or active behaviour concerning the collection ofwiedge and monitoring of suppliers’ connections.

Network theories, supplier functions, evaluatiometwork positioning and the existence of indirect

monitoring mechanisms are some of those factors.

The paper also enhances the existing knowledgérag’finteraction with third parties, revealing how
limited it is and presenting some explanationshis fact. Finally, it suggests a redefinition o&th
network concepts, proposing a distinction betwewtwork context’ and ’interaction net’ that would
make clear the difference and distance (quite aduas) between relevancy and interaction.

Managerial Contributions

This paper stresses the potential impact of supplietworks on their clients’ business and network
positioning. As such, clients should monitor theolation of suppliers’ relationships in order to

foresee possible problems or opportunities and tiey can be dealt with. However, as acquiring
network knowledge may be an expensive, difficult dime consuming process, firms may find
alternative and more economic ways to get it. Akecting and information is costly, firms should

evaluate the costs and benefits of doing it anghiithe strategy that best fits their goals andesgias.

However, as networks are dynamic by nature andhfiatly important changes may occur outside the
restricted field of interaction of firms, it is grably wise to conduct a systematic monitoring of
networks from time to time. This will enable firrtes verify if their network views still correspond t

reality or if new actors, resources, activities @ndnections with potential impact have emerged, an
to evaluate how their strategies should be chaagedrdingly. It may also help firms to understand
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the views of their counterparts, how valuable t{sil) are to those counterparts and how to inilees
them to their benefit. As in most cases firms amwilling or unable to interact with their suppliers
partners, the possibility of exploring the benefitaninimizing the dangers of suppliers’ networies |

on the client’s ability to influence the way sugps develop those relationships. Exploring how this
corresponds to suppliers’ strategies in other imahips is probably an important step to do it and
will probably have more durable effects than thaegasof purely coercive mechanisms.
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