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Abstract

The study analyzes the influence of power on thattdef collaboration by concentrating on the
power relations and collaborative relationshipsveein buyers and suppliers. In the present business
environment companies form collaborative relatigpstand networks, and a critical issue for all the
networks is their capability to create value. Tdtisdy utilizes the value net approach and comhbtnes
with the literature on power relations. The aimehirto analyze how power influences the depth of
collaboration in the value net context. The cagdysfocuses on power relations and collaboration in
the Finnish food industry. The results of the studlyicate that the power positions and the roles
have an influence on the relationships which atabéished in value nets. The study shows thataf th
actors do not have balanced power positions, tHeboation is scarce and shallow. Furthermore,
when one actor has power and dominates the other, dbe predominant actor does not have
incentives for collaboration. If the actors havéabaed power positions or their power positions are
close to each other, they have a good basis ftalmwhtion.

Keywords: power, collaboration, value net
Introduction

In the present dynamic business environment corepaarie forming collaborative relationships and

networks. The increasing competition and changélarbusiness environment create challenges for
companies who try to be successful and efficierstuich a demanding environment. Current changes
in the business environment are redefining the adhtaristics of business relationships, concepts,
tools and strategic approaches (Parolini, 1999) Blrategic approach is changing from an

enterprise-focused perspective to one that is dento include value-creating systems and

networks (Parolini, 1999). Achrol (1997) has statieat one of the fundamental shifts in the 21st

century is from a dyadic perspective of interorgational exchange relationships towards a network
perspective of value creation involving differeypés of network organizations. In the present

business environment, competition is increasingliing place between networks rather than

individual companies.

Critical issues for all types of networks are thegipability to create value and the underlyingesyst
through which the value is produced (Mdller andaRgj2007; Mdller and Svahn, 2003). This value
system construct is based on the notion that esmdupt or service requires a set of value-creating
activities performed by a number of actors formmgalue-creating system (Moller and Rajala,
2007). Moéller and Rajala (2007) have emphasizetithsa the customers who, through their buying
and consuming activities, define the value of tifieroproduced by the net. Furthermore, the
ultimate test of value is how the end-customersgiee and evaluate the offerings that competing
networks provide (Mdller and Svahn, 2003).

The value net model has been developed to enablanhlysis, description and study of value-
creating systems. The value net model takes aesviather than companies as the key elements of
strategic analysis. (Parolini, 1999) In this viesngpanies are regarded as complex nodes in complex
interdependent value networks, where success ctimagyh collaboration, cooperation and creating
a business environment where each actor can bessfat(Allee, 2003). In the value net, the actors
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are connected to each other through complex rekstips. Some of these relationships are intensive
trust-based relationships where information is exged openly. However, there are also

relationships which cannot be called collaboratreeause of their character. The value net actors
have different kinds of power relations and depeoass in these relationships. The roles and the
capabilities of the value net actors affect the @opositions of the actors, and the power relations
influence the collaborative relationships which eséablished in the value net.

The aim of this study is to analyze how power ieflaes the depth of collaboration between a buyer
and supplier. The study concentrates on analyZiegppbwer relations and collaboration from the
value net perspective. This is made by studyingdhes and power positions of the value net actors,
and the relationships between these actors. Thiy ssuconducted from the viewpoint of supply
management, and it combines the value net appnwahhthe studies on supply management. This
paper contributes to supply management and valueesearch, as well as to the research concerning
power relations.

So far the studies of value nets have mostly canatd on the ICT sector, and there is a limited
amount of research in the field of food industryiahhis, however, a very traditional industry and
one of the biggest industries in the EU. In additithe food industry has several features which
create special demands for the business. The lmsservironment is changing, and food industry
companies are forced to develop new business motleés companies are creating networks and
value nets, and try to achieve benefits througlseéhgew business models. Because food industry
companies utilize these new and more competitiv@niass models, it is important to study value
nets, power relations and collaboration in the ewinbf the food industry as well. Therefore, this
study examines the power relations and collabaratiothe context of the Finnish food industry
value net.

The influence of power on the depth of collaboratin in value nets

A value net (see e.g. Allee, 2003; Bovet and Mar@@00; Jarillo, 1998; Moller et al., 2005;
Parolini, 1999) is a dynamic, flexible network whéhe actors create value through collaboration. A
value net model has been extended from Porter8y)1¢alue chain model which has been criticized
by several authors (see e.g. Amit and Zott, 2001lnes] 1993; Hines and Rich, 1997;
Kothandaraman and Wilson, 2001; Parolini, 1999).e Timdustrial network approach (e.g.
Hakansson, 1986; Hakansson and Johansson, 1998 esttategic value net approach (e.g. Jarillo,
1998; Parolini, 1999) are utilized in this paperptovide a theoretical background for the study of
value nets. These two complementary network appesaare often used (see e.g. Moller and Rajala,
2007; Moller et al. 2005; Svahn and Westerlund,72@0 study value nets and their structures.

The efficiency and vitality of the value net is bdn its ability to be organized in a way thatah
create as much value as possible to end custormbesefore, a value net is formed around
customers and it is capable of responding reliaolgl rapidly to customer preferences (Bovet and
Martha, 2000). A value net makes the final producservice more valuable to the end customer
than it would be otherwise (Hines and Rich, 199vyalue net model is based on collaboration, and
the relationships between the value net actorsldho@ partnership relationships based on trust,
commitment and collaboration rather than arm’s flemglationships based on competition.

Power positions and collaboration in value nets

The value net actors have different roles and positin value nets. According to Wilkinson and
Young (2002), a network position refers to the ralérm plays in a network and how it is linked
directly and indirectly to other firms in the nettkoGadde et al. (2003) have stated that the patent
to influence others is a function of the compangastwork position, and is defined by the
characteristics of the company’s relationships. okdmg to Johanson and Mattsson (1992), the
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concept of network position provides a conceptuadenstanding of how an individual actor is
related to, or rather, embedded in the environmidékansson (1986) has stated that the character
and the role of the actor depend on the activitiesactor performs or controls, the resources they
manage and the knowledge they have about the teetiviesources and other actors in the network,
and all of these define the actor’s position in tieéwork. In this study power position in a network
refers toa combination of the role the actor has in a netwand the relationships it has with the
other network actors

The network position is part of the firm’s resouli@se that both enables and constrains its actions
and strategic vision. Network positions are cordllyubeing redefined and reshaped by the process
of action and interaction taking place in the nekw@Wilkinson and Young, 2002) The positions
change all the time, not only because new relatipssare developed, old ones interrupted and
others change in character, but also because tueterparts’ and third parties’ positions are
changing (Johanson and Mattsson, 1992). Accordmgvdan Weele and Rozemeijer (1999),
competitive and environmental changes have led eomp to reconsider their roles and positions.
Van Weele and Rozemeijer (1999) have observed eeangd this reorientation of the role and
position of suppliers in networks in many indusri©ne example comes from the retail sector
where due to the large concentration that has tplkere on the buyer side, suppliers are confronted
with ever higher demands in terms of financial cbations and logistics performance.

Johanson and Mattsson (1992) have stated thatlionships between the network actors define
the positions of the actors in the network. Fumntiane, the firm’s position in the network depends on
the nature of the direct and indirect relationshipsas with other actors. Firms are as much the
product of their relationships and network posisiomas these are the results of the firm’s own
strategic actions and intentions (Hakansson and, 2802). Since positions can be defined for all of
the actors in the network, the concept can be tsezharacterize network structure and network
distance between actors (Johanson and MattssoR).199

The existence of value nets is partly based ondéa that individual companies cannot internally

master all the relevant value activities of theueathain, and it is not economically rational foerm

to do so (Mdller et al., 2005). In value nets firos not operate in isolation but they must seek to
collaborate with other network actors to achiewrtigoals (Batt and Purchase, 2004). Firms do not
survive and prosper solely on their own individe#forts, as each firm’s performance depends in
important ways on the activities and performancetbérs and hence on the nature and quality of the
direct and indirect relations the firm developshithese counterparts (Wilkinson and Young, 2002).

As the network is a set of connected relationshigsveen firms (Hakansson and Johansson, 1992),
effects will flow through the various relationshigsat the focal firm has established with other
connected actors (Batt and Purchase, 2004). Co#labo within one relationship will affect
relationships with other closely connected actoraking the collaboration process and its outcomes
contingent upon the goals of the network rathemtithe dyad (Batt and Purchase, 2004).
Relationships between network actors representbtdibridges as they give one actor access to the
resources of another (Harland, 1996). Businessarks are forming around knowledge bases such
that the maximization of knowledge is obtained tigto network collaboration rather than through
individual business units. As networks potentiglsovide the firm with access to information,
resources, markets and technologies, relationshifgibg may not only be the most important
resource of the firm but also the source of suatden competitive advantage (Batt and Purchase,
2004).

Reciprocity and reliance on other firms ensure fiats are required to both give resources to the
network and take resources from the network tocaboltate (Batt and Purchase, 2004). Gadde et al.
(2003) have stated that a significant part of a mamy’s total resource base is located beyond its
ownership boundary and is controlled bilaterallythwother firms. Therefore, the resources of a
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company are tied to resources in other firms. Congsainvolved in close relationships try to
combine their resources systematically. One regocao be used and combined with others in many
different ways, because it has multiple featurescohding to Gadde et al. (2003), there are good
reasons for a company to be deeply involved wiltdunterparts. In order to utilize the resourdes o
another firm in the best way, it is necessary teettgp a relationship in terms of breadth and depth.

The influence of actors’ power on collaboration

Power is an essential characteristic of a socighmization and an inevitable instrument for inter-
organizational coordination (Achrol, 1997). Cox 99 defines that the structure of power means
analyzing and describing who gets what, where, aod/when, and it is also about the structures of
dominance and dependence in business relationdhgger can also be defined #e ability to
control (El-Ansary and Stern, 1972je ability to influencé€Mohr et al., 1996)the ability to evoke
(Gaski, 1984)the ability of a firm to affect the decision-makiagd/or behavio(Wilkinson, 1996),

the ability to manage the perceptions of the offaaty (French and Raven, 1959), orthe ability to
impose their will on othergBlau, 1964). Furthermore, power is the abilitycemuse someone to do
something he/she would not have done other{@seski, 1984). In this study power is definedlses
ability to influence the decision-making and thé@ts of the other party.

Sources of power in the buyer-supplier relationshmd in the networks have been studied by
several authors (see e.g. Bates and Slack, 1998etal., 2001; Doz and Hamel, 1998; McDonald,
1999; Nishiguchi, 1994; Porter, 1985; Ramsay, 186énnack, 1996; Thorelli, 1986). The power of
the buyers and suppliers derives from various ssurn several studies (e.g. Cendon and Jarvenpaa,
2001; Cox, 1999; Cox et al.,, 2001; Doz and HaméR8l Medcof, 2001; Ramsay, 1996) the
resources, competencies and capabilities the awins are seen as essential sources of power. An
actor who controls several activities and resouactesowns a great deal of knowledge regarding the
value net is a major actor in the value net. It banargued that the resources, competencies and
capabilities define the roles of the value net @camd have an influence on their power positions.
Furthermore, the power positions and the rolescattee relationships which are established in the
value nets (see Figure 1). The relationships aeebihlding blocks of networks, and the value
creation ability of the value net depend on theratizr of the relationships. Anderson and Narus
(1999) have stated that cooperative buyer-sellatio@ships can be the source of value creation. If
the relationships are collaborative relationships,value net will more likely be able to creatéuea

for its actors and the end customers and to beessfid and efficient.
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Figure 1. Power as a determinant of value net lootktion.
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The network structure and position affect how nekaaollaboration will occur and between which
actors’ collaboration will take place (Batt and €hase, 2004). The value net actors form
collaborative relationships with the actors who énasomplementary capabilities and resources
through which the efficiency and utilization of theown capabilities are improved. These
capabilities define the actor’s role in the valuet. mTherefore, the capabilities and roles of actors
determine the character of the relationships. Télationships established in value nets are also
affected by the actors’ power positions. The aetbo has a dominating power position in the value
net may not be willing to form tight collaborativelationships with other actors. Rather than, for
example, share information openly, the powerfuloectmay be reluctant to share information
because of the fear of losing their power.

According to van Weele and Rozemeijer (1999), attsrto strive for partnership relationships, both

from the buyer and the supplier, often fail dueatlack of understanding of the power positions of

the parties involved. Moreover, failure can re$tdtn not understanding the conditions that should

be met in order to make such relationships suagkeSdie value net actors need to consider the roles
and power positions of actors when creating collatdee relationships. The positions and roles of

the actors strongly affect the character and tip¢hdef the relationship.

Van Weele and Rozemeijer (1999) have combined tiseusision on power relations and
collaborative relationships with the portfolio appch. They have presented a matrix where power
positions and power dependency are shown in thehpaig portfolio. Their research indicates that
in the purchasing portfolio context the power batabetween a buyer and a supplier can only be
achieved with strategic products where both theontgmce of the purchase and the supply risk are
high and with routine products where both the sypisk and profit impact are low. The supplier is
dominant with bottleneck products where the impuréaof the purchase is low and the supply risk is
high. The buyer, on the other hand, is dominanh Waverage products where the importance of the
purchase is high and the complexity of the suppbrket is low. According to van Weele and
Rozemeijer (1999), partnerships can only grow wtieme is a certain balance of power between
both parties. From this perspective, collaboratiglationships may therefore only develop with
strategic and routine products. (See more van WaeeleRozemeijer, 1999)

In addition to van Weele and Rozemeijer (1999) esalvresearchers (e.g. Caniéls and Gelderman,
2005; Caniéls and Gelderman, 2007; Dubois and BedeR002; Gelderman and van Weele, 2002;
Olsen and Ellram, 1997) have studied collaborateationships and/or power relations in the
purchasing portfolio context. Dubois and Peders2d02) have studied how the relationships
between buyers and suppliers are dealt with irptlrehasing portfolio models and in research made
in the field of the industrial network approach.nigds and Gelderman (2005), who have also studied
the power positions from the purchasing portfolergpective, have stated that power and mutual
dependence are closely related concepts, and tfex’dwlependence on the supplier is a source of
power for the supplier, and vice versa. Furtherm@aniéls and Gelderman (2005 and 2007) have
claimed that in leverage items the buyer has tlveep@nd dominance over the supplier, whereas in
bottleneck items the supplier has the power andintimee over the buyer. The notions of Caniéls
and Gelderman are similar to those made by van &\&el Rozemeijer (1999).

Doran, Thomas and Caldwell (2005) have statedthigapower of the buyer or supplier is influenced
by market conditions. For example, the buyer islliko procure from the open market when there
are many suppliers in the market and the produstasdardized. Conversely, when both the buyer
and supplier regard the relationship as importiuet,relationship is likely to be strategic ratheein
market-oriented. According to Sinclair et al. (199%e buyers seek closer relationships with their
suppliers when (i) business is of high value, ttig business need is based on common technology,
(i) product specifications are bespoke, (iv) fsrare culturally aligned, and (v) relationships énav
had time to become established. Even if buyers sappliers form collaborative relationships in
different situations, the ultimate goal for bothtbeém is the same: they both try to achieve more
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efficient and successful operation and ensure tioempetitiveness in the highly demanding business
environment.

Power relations and collaboration in the Finnish fod industry
Research method and data collection

According to Yin (2003), a case study is an emalrimquiry that investigates a contemporary
phenomenon within its real life context, when tloaitdaries between the phenomenon and context
are not evident and multiple sources of evideneeuged. In case research, the different aspeets of
case are understood in relation to one another eoherent whole or configuration, rather than
modular assemblages of variables (Dubois and Ay&@67). In this empirical study the qualitative
case study method is used. The main argument écdke study research method (see Yin, 2003)
here is that the research problem is complex imatsire because it includes many variables and
concepts which are not easy to grasp with a quivit study. Furthermore, because the empirical
research context is a contemporary event, it léadaultiple sources of evidence, like interviews,
introductory and informative sessions in the caseganies and the use of company-specific
documentation.

Multiple sources of evidence can be used to inerdlas validity of the study (Yin, 2003). This case
study is a result of interviews, and thus the dataainly qualitative. However, the qualitative alat
was validated by using quantitative data which gathered from a database that includes company
information. The data concerning the amount ofssaled purchases of the case companies was also
utilized. The data concerning the amount of satespairchases and company information were used
as a secondary data while the data collected Wwehriterviews was the primary data. The primary
empirical data was collected with 29 semi-struaturgerviews conducted with the case companies’
personnel. Research informants were selected atetviewed on the basis of their active
involvement in the buyer-supplier relationships &mdexample supply managers, CEOs and buyers
were interviewed. The questions concerned powettipos, sources of power, relationships, the
roles and capabilities of the actors, informatibargng and the structure of the Finnish food indust
During the interviews notes were taken and therwee/s were taped. The recordings were
transcribed and the transcriptions contained alt@mge375 pages. The resulting qualitative data was
coded and the data was analyzed with content asaysl classification. Coding and analysis were
done manually by one researcher. After the data amatyzed, it was compared to the theoretical
framework and interfaces were searched.

The descriptions of the case companies and thargseontext

This case study discusses the power relationshenddilaborative relationships between buyers and
suppliers in a certain Finnish food industry vahet. The case value net is composed of several
actors, and the four main actors, representingmifft nodes of the value net, are the case conganie
of this study. The case companies are a manufactampany, two supplier companies, and a
retailer in the role of a customer company, and thie all significant actors in the Finnish food
sector. There are several value nets in the Firfioisth industry, and the case value net of thisystud
represents a value net that is remarkable in theegbof the whole industry. The case companies of
this study form a value net which ranges from raaterials and packaging materials all the way to
the end customers through the grocery stores.

The manufacturer company is one of Finland’s leqdood manufacturers and a market leader in
many of its operational areas. Its product categanclude many kinds of ready prepared foods and
different meat products. Its main market area afid and a considerable part of its raw materials
comes from Finnish suppliers. Supplier company A isupplier both to the manufacturer and the
retailer. The manufacturer purchases both basiccastbmized raw materials from supplier A and
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the retailer purchases end products from it. Seppli which is a market leader in pasta products in
Finland, also sells and manufactures, for examipbey, flakes and deep-frozen pastry. Supplier
company B, on the other hand, has indispensablefmov in food packaging, and it is the supplier
of packaging materials to the manufacturer. It rsfil@nd manufactures different kinds of packaging
solutions for its customer companies. The retaildrich is in the role of a customer company in this
value net, is the biggest case company when mehsuith its turnover and the number of
employees. In Finland there are only four mainiksfzecialists and the retailer of this study i€ af
those. More particularly, the retailer of this stdths only one major competitor in Finland because
the other two retail specialists are much smallée stores of this retail specialist form the most
comprehensive store network in Finland.

The Finnish food industry has been subject to massansformations driven by changes in the
business environment as well as the technologied wsthin the industry. From having been fairly
protected and isolated (mainly because of its ggagcal position) it is today facing the challenges
of globalization and increased competition. (Braastb and Wiklund, 2001) The Finnish food
industry is also facing new challenges, like conyparergers, changes in consumer preferences, and
requirements for increased efficiency, which crgatssures for the companies. The structure of the
Finnish food sector creates pressures and chalefogethe companies as well. The Finnish food
sector is characterized by the limited number ofdaplayers as well as numerous small and
medium-sized companies. The Finnish grocery retailket is characterized by the centralization of
the market, and there are only few retail spedglisat are remarkably dominating the market with
their significant buying volumes.

The food industry also has several specific featuvkich create special demands for the business.
Product development and innovativeness are reqlieeduse customer preferences are constantly
changing and becoming more demanding. The Finmistl €ulture is unique, and it is worth noting
that Finnish people prefer domestic rather tharrseas products and raw materials. Of the raw
material used by the Finnish food industry 85 pmtds domestic, and the market share of Finnish
food products in Finland is 83 per cent (FinnistodF@and Drink Industries’ Federation, 2008). This
creates challenges for the food industry comparsiegply management as well. Companies are also
facing logistical challenges because the distantésnland are significant. Some of the industry’s
products are easily perishable and the logisticgsses are required to be effective and reliable.
Even if the country’s isolated geographic positaeates its own challenges, the Northern position
brings also some benefits. Long summer days wéilr tiright nights accelerate the growth of plants
and give them a better taste, and the cold wiotethe other hand, prevents plant diseases ang pest
from spreading (Finnish Food and Drink Industriesderation, 2008). The food industry is a very
traditional industry in Finland and, even if theuatry is innovative in food research and
development, customs are respected and the Fiouistary traditions are maintained.

The roles and capabilities of the value net actors

The main actors of the case value net are the raatwiér, the retailer and two supplier companies.
In this Finnish food industry value net, suppliérand B are always in the role of a supplier. The
retailer, on the other hand, is always in the afla buyer. It is in the role of a supplier only evhit
sells end products to the end customers. In the cakie net the manufacturer is the actor that is
both in the roles of a buyer and supplier. It lsuger when it purchases raw materials and packaging
materials from suppliers A and B and a supplier whesells its end products to the retailer. The
roles of the value net actors are defined on trsesbaf their exchange relationships to each other.
The case companies have different competenciesapabilities which are complementary to each
other. The case companies offer their core compegterand capabilities which are relevant to this
value net and utilize the capabilities of otheruealnet actors. Through these complementary
competencies, resources and capabilities, unigue V& created when the capabilities are combined
to create the output of the network.
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The retailer has many resources and capabilitieshadre relevant and significant to the value het.
has extensive knowledge about the selection andoroes preferences and knowledge about
purchase and market prices. The most importantires®f the retailer is, however, the control is ha
over the distribution channel. The retailer has ¢betrol of and knowledge about the distribution
channel, and therefore the other value net actersi@pendent on it. The other actors in this value
net regard the power position of the retailer amdpminant. The retailer's power stems from its
market power, its size (when measured with theowen or with the number of employees), the
amount of its purchases and its resources. Evengthdhe power position of the retailer is
remarkable, the strong net of suppliers and th@lgrp’ specific core capabilities and well-known
brands, however, decrease its power.

The manufacturer has many capabilities and ressuled are essential to the case value net. The
manufacturer has indispensable knowledge about fresdy prepared food and a long history and
traditions. The manufacturer has a very strongwelitknown brand which is a remarkable power
source for the company. Furthermore, it has margesind manufacturing capabilities and active
product development. The supplier companies alse hasources and capabilities that are relevant
to the network. Supplier company A has manufactuniesources and capabilities and product
development capabilities. It has also a very strang well-known brand. Supplier company B has
extensive knowledge about packaging and packageignmals. The company is very innovative in
product development and offers high quality product

Power relations and their influence on the deptleafaboration

In the Finnish food industry value net, the powesipon of the retailer is very significant. The
power of the retailer mainly stems from its margetver but it is also a much bigger company than
the other case companies and has remarkable bugingies. The retailer’'s turnover is ten times
bigger than that of the manufacturer and a huntinegls bigger than that of supplier A. The amount
of the retailer’s purchases from the manufacturer supplier A are significant from the supplier’s
perspective but minor from the retailer’s viewpoihhe retailer’s purchases from the manufacturer
are only a few per cent of the retailer’'s turnowehjlst the manufacturer’s sales to the retailer ar
one quarter of the manufacturer’s turnover. Furttoge, the retailer’s purchases from supplier A are
less than one per cent of the retailer’s turnowdni|st supplier A’s sales to the retailer are offidn

of the supplier’s turnover. Because of these reatdeksales numbers the manufacturer and supplier
A are dependent on the retailer and its buyingmelu

The power relations between the manufacturer aedstipplier companies cannot be distinctly
defined. The suppliers have power over the manufactn the case of bottleneck items, namely,
when the manufacturer does not have substitutippl®rs. In the case of leverage items, namely,
when the buyer has many alternative suppliers abdtigutes, the suppliers are more dependent on
the manufacturer. However, there are also othdorfathat influence power relations between the
manufacturer and its suppliers. For example, in&diom exchange affects the power relations
between the case companies. The manufacturer gatekeeper of the information flow between the
suppliers and the retailer. The retailer distrisume information to the manufacturer e.g.
concerning consumer buying behavior, but the mantufar does not share this information further.
The manufacturer increases its market knowledgekdsping the information to itself. Thus,
especially supplier A is to some extent dependarthe manufacturer’s consumer knowledge.

The amount of purchases and sales can also beedtihen defining power relations between the
manufacturer and its suppliers. The manufactugutshases from supplier A are minor (under half
per cent) when compared to the manufacturer’s tignd-urthermore, supplier company A’s sales to
the manufacturer are approximately only one pet oérthe supplier’'s turnover. The amounts of
purchases and sales between the manufacturer pptiestA are not quantitatively significant when
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compared to the companies’ turnover, but othertfisecompanies are important business partners to
each other. This same observation can be made thikeemanufacturer’'s purchases from supplier B
are compared to the manufacturer’s turnover. Theufa&turer’'s purchases from supplier B are less
than one per cent when compared to the manufaduremover. However, supplier B is an
important supplier to the manufacturer becausenthaufacturer’s purchases from supplier B are
much bigger than its purchases from supplier Bimgetitors. It has to be noted, that supplier B and
supplier A do not have an exchange relationshiphat moment and they are not competitors.
Furthermore, supplier B does not have an exchaslgéanship with the retailer because it does not
supply anything directly to the retailer; it onlypplies to the manufacturer who supplies to the
retailer. Thereby, supplier B is not dependenthanretailer like the manufacturer and supplier & ar

Because these case companies form a value regbwious that there are collaborative relationship
between them. However, collaborative relationsihggiire long-term commitment, the relationship
must be based on mutual trust and information rbasthared openly. Some of the case companies
are not willing to share information openly, andst; commitment and transparency are inadequate
in some of the relationships between the valueaotrs. Therefore, the relationships between some
of the actors are not deep enough to be calledlmmiative.

The relationship between the retailer and the netufer has a long history and they both conceive
each other as important partners. Both of the comepahave categorized their relationship as a
strategic partnership. However, trust-based cotltimn, open information sharing and joint
development are still quite shallow in nature. Téwiler is reluctant to share its market knowledge
and it uses its information to increase its povBacause the manufacturer has a strong and well-
known brand and indispensable products, the retsil@ some level forced to purchase end products
from the manufacturer if it wants to include th@seducts into its grocery stores’ product portfolio
The retailer does not have a substitutive supgdierall of the manufacturer's products. The
manufacturer, on the other hand, is forced toisejproducts to the retailer because of the retaile
dominating role and position as one of the biggefstil specialists in the Finnish food market. Both
the retailer and the manufacturer could gain madsenefits if the relationship between them would
be developed further. The manufacturer is morangilto develop the relationship, but the retaiter i
quite satisfied with the situation. The retailerntgato keep its dominating power position and
therefore, the power imbalance between these gotevents deeper collaboration.

Collaboration is also lacking in the relationshigtween the retailer and supplier company A. The
relationship between them to a great extent reptesepure arm’s length relationship which is based
on a competitive strategy. The information exchangmstly concerns only the price issues, and in
the negotiations the retailer uses its power. Seppl is dependent on the retailer because of the
retailer's large buying volumes and its dominatiode and power position in the Finnish food
market. The only source of power that supplier A t@avards the retailer is its well-known brand.
However, the retailer has some alternative supgphed, especially in some of the supplier A’s basic
products (e.g. flour and pasta), the retailer hasrg strong negotiation power towards supplier A.
The retailer also wants to keep its predominantgrguosition in this relationship and does not see
supplier A as a possible partner for strategicatmation.

Supplier A has a more collaborative relationshighwhe manufacturer than it has with the retailer.
The manufacturer does not have so predominant ppasstion towards supplier A than the retailer
does. Even though the manufacturer is at some btwmlinating the relationship, supplier A is not
dependent on the manufacturer, and the manufaalsemwants to have a collaborative relationship
with the supplier. The supplier's ingredients aigngicant for the manufacturer’s products, and it
benefits both actors if the supplier's ingredieat® suitable for the manufacturer’'s products.
However, for some reason the manufacturer is not wéling to allow the supplier to be part of

their product development. The manufacturer doremaupplier A, for example, by limiting the

information shared with supplier A. The manufactusereluctant to share with supplier A any other
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information than is necessary for transactionsoaltjh the supplier would like to do more intensive
collaboration. The manufacturer fears that supgievill reveal the information to its other buyers
which may be the competitors of the manufacturéer&fore, information is not shared openly and
the manufacturer uses its knowledge as a soungeveér. This prevents deeper collaboration.

Even if the manufacturer has power over suppliertide supplier is not dependent on the
manufacturer because its sales to the manufaciveevery minor when compared to the supplier’s
turnover. Thereby, supplier A is not highly depemden the manufacturer’s purchases but the
manufacturer has at some level power over the mrdptcause there are not so many manufacturers
of ready-made meals but several suppliers of twematerials in question. Because the manufacturer
does not have a very strong power position in thiationship and because supplier A is not
dependent on the manufacturer and the relatiorishafso important for the manufacturer, there is
some collaboration between them. However, the lootition is not very intensive and information
is not shared openly enough. Supplier A is willingdevelop the relationship further and to commit
to more deeper and intensive collaboration, but renufacturer is more reluctant to do so.
However, it has to be highlighted that this relasioip requires developing and both actors could
gain benefits if the collaboration was developeklisTelationship has a good possibility to become
an intensive collaborative relationship and thawefdooth of the actors should aim at deeper
collaboration.

Figure 2 shows that in the relationship betweenntamufacturer and supplier B the actors are in
balanced power positions. The manufacturer hasnalige suppliers, the supplier has alternative
buyers and the actors are not dependent on eaeh @tie relationship is nevertheless significant fo
both of them. The actors are collaborating and thaye joint projects, for example, in product
development. It is important for the manufactuteattthe supplier’'s products (packaging materials
and solutions) are suitable for its needs. Theeegftine price is not a primary issue when the
manufacturer is making contracts with supplierseiafig materials in question. The actors share
information which enables joint development andatmration. Because the actors’ power positions
are in balance they do not have the opportunitydaminate, and because the relationship is
significant for both of the actors, they are wijito collaborate.

RETAILER
Buyer to the manufacturer and supplier A
Supplier to end customers
Power position:
Strong power position in the value net
Power sources:
- Market power
- Size of the company
- Role in the value net
- Control of the distribution channel

SUPPLIER A R>sA
Supplier to the retailer
Supplier to the manufacturer
Power position:

Dependent on the retailer
Dominated by the manufacturer | .
Power sources: ;
- A well-known brand

- Capabilities and resources owned

‘ - Amount of purchases
End - Capabilities and resources owned
customers p
R>M
M > SA
MANUFACTURER

SUPPLIER B Supplier to the retailer
Sunplier o th fact Buyer to suppliers A and B
Pupp ier to d elmanu acturer Power position:
Power position: Dependent of the retailer

Balanced power position with

the manufacturer

Power sources:

- Knowledge about packaging
and packaging materials

- Product development SE=M

- Capabilities and resources owned

Has power over supplier A

Balanced power position with supplier B
Power sources:

- Knowledge about ready prepared food
- A well-known brand

- Product development

- Capabilities and resources owned

Figure 2. The power relations in the Finnish fooedustry value net.
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As Figure 2 illustrates, the actors who are inrtiles of a buyer are in dominating power positions
the case value net. The only relationship wherebiinger and the supplier are in balanced power
positions (=) is between supplier BBjSand the manufacturer (M). As mentioned earliee t
manufacturer has at some level power over suppli€$?) and this relationship is characterized by
buyer dominance (>). Buyer dominance is eviderthenrelationships between the retailer (R) and
the manufacturer and between the retailer and mippl It can be argued that in the case value net
the buyers have power over the suppliers and thierbuare more or less dominating their suppliers.

In the case value net the actors have differentgpaelations and the depth of collaboration varies.
When the partners or actors are not in equal siosit has implications to the collaboration oé th
value net. In the case value net, the actors wlaorathe role of a supplier are very willing to rfor
collaborative relationships, but when they are he tole of a buyer the willingness to commit
themselves to collaborative relationships decred3es to this, the possibility to create value &md
achieve competitive advantage through collaborasonot utilized efficiently enough. In the long
run this affects the competitiveness and effectgenof the value net. The value net actors should
recognize the benefits of collaboration and develwgr relationships further. They cannot try to
gain benefits only for themselves, but the wholei@aet should be considered. Therefore, the buyer
should always consider issues from the suppliedstpof view, and vice versa. This is the
prerequisite for collaboration and the success@fialue net.

Conclusions

This study discussed the power relations and ocollon in the value net context and analyzed how
power influences the depth of collaboration betweebuyer and a supplier in value nets. The
theoretical basis for the study was created byzurng the industrial network approach and the

strategic value net approach. As a result of teerdtical study, a framework which contains the
relations between some of the value net compor{erds actors’ roles, capabilities, power positions
and collaboration) was presented. The purposeeofiiboretical framework was to create a basis for
the analysis of the case study that examined pogations and collaboration in the Finnish food

industry value net.

When the findings of the empirical study were amatl and compared to the theoretical study,
similarities were found. The findings from the td&ure also found evidence in the empirical study.
The results of the study indicate that the powesitmms of the value net actors affect the
relationships and especially the forms of the r@hships in the value net. The study shows that
power influences the depth of collaboration betwadyuyer and a supplier and indicates that if the
actors do not have balanced power positions th@lmiation is scarce and shallow. Furthermore,
when one actor has power and uses its power tordaenthe other, this predominant actor does not
have incentives for collaboration. If the actorsvéhébalanced power positions or their power
positions are close to each other, the actors baweed basis for collaboration. The case study from
the Finnish food industry indicates that the vah& actors who are in the role of a supplier are
willing to form collaborative relationships but whéhey are in the role of a buyer the willingness t
commit to collaboration decreases. In the caseevakt the actors who are in the buyer role are
dominating the actors who are in the role of a SappTherefore, the buyers are in dominating
power positions related to their suppliers, andqud collaboration between the actors is scarce.

Many researchers have noticed that in the foodsimguhere is a high level of retailer concentnatio
and the retailers are dominating the businessairttlustry. Collins and Burt (1999), Hingley and
Hollingsworth (2003), Ogbonna and Wilkinson (199%)d Robson and Rawnsley (2001) have
explored power relations in the food industry ie thK and Ireland, and they have noticed that the
power is held by the retailers. The case studyisf tesearch indicates that also in the Finnisld foo
industry the retailers are dominating the market #rey have dominating power positions in the
relationships.
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The objective of this study was to analyze how poiméuences the depth of collaboration, and

therefore, this study described the buyer-supplationships in the value nets. To the author’s
knowledge there are no existing studies where studn power relations and collaboration are

combined and discussed from the value net persgeckurthermore, these issues are rarely
examined in the context of the food industry. Thgrehis study contributes to research conducted in
the field of supply management but it also contelsuto value net research and to the research
concerning power relations and the business ofabe industries.

Further research should be directed especiallyrdswaalue creation and collaboration in value nets.
It would be interesting to study the value creatamabled by collaboration between the value net
actors and the role of capabilities in value cogain the value nets. The role of collaboration and
capabilities in value creation should be studiestase efficient value creation is enabled through
collaboration and by combining the actors’ completagy capabilities. Further research should also
be directed towards comparable studies of valus imetther fields. It is important to find out
whether power relations have the same dynamicther industries as well.
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