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ABSTRACT
Drawing on the issues of declining performance of Australian agri-food industry, this study applies the insight of organizational theories and institutional economics to explore how the structural and economic issues of organizing inter-firm relationship are influencing the performance and competitiveness of the industry. A qualitative field study was conducted on eight Australian agri-food companies to collect data.  The findings demonstrate the requirement of more coordination and integration from the downstream industries to include upstream producers as one of the integral parts of supply chain, not been as price takers but by sharing the risk and benefit equally in the chain. The study result would be of extremely important information for producers, processors, and retailers, other stakeholders and government agencies and may enable them to do appropriate planning and benchmarking to improve performance of the Australian food industry.
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INTRODUCTION
Business transactions are conducted in an interaction and communication process between two partners, seller and buyer, and their decision upon the continuation of the transaction process (Sto¨lzle, 1999). Therefore, a large part of Supply Chain Management (SCM) literature consists of managing competent inter-firm or inter-organizational relationships such as alliances or partnerships in supply chain (SC) to gain competitive advantage and firm performance. Studies argued that lack of emphasis on supply chain relations may decline competitiveness in marketplace ( Maloni and Benton, 2000) while vertical coordination, cooperative planning, and information sharing in SC relationship may lead the entire chain as a source of strategic competitive advantage (Arndt, 1979; Kannan and Tan, 2003; Lee et al. 2007 ). Studies also argued that a ‘long-term relationships lead to reduced political, social or economic risk, reduced transaction costs, and access to economies of scale by by-passing traditional market arrangements’(Loader, 1997 p. 24) which is, as Arndt noted, is crucial to compete in the marketplace with greater profit margin and performance. 

Based on the above issues, the current approach combines the cumulative influence of organizational theories and the new institutional economics, to investigate how the structural, economic and behavioral factors of a SC relationship influence firm performance. Organizational theory such as Resource based view (Barney, 1991; Wernerfelt, 1984) of firm provides a potential strategy framework to develop SC relationship as an intangible asset that are difficult to imitate, that will provide a source of sustained competitive advantage in SC. While the new institutional economics focus on Transaction cost theory (Coase, 1937; Williamson, 1975,1985) to identify most efficient structure of transaction in a buyer-seller relationship emphasizing the issues of minimizing inter-firm transaction cost. Thus, the main objective of our study is to empirically explore the impact of structural, economic and behavioral issues of relationship on firm performance, given that they can serve as strategic resource and can be crucial to create value in the whole SC process. Despite a lot of research on relationship issues in agribusiness SC, there is a paucity of empirical evidence showing important antecedents of relationships on firm performance in the context of Australia. There is a lack of identification and operationalization of related concepts such as governance structure, power, mutual understanding, and symmetry of the relationships on firm performance. Since, SC outcome and firm performance are increasingly intertwined (Hult et al. 2006), this study thus can contribute to the facts why some supply chain outperform others.  

The next section provides the research context followed by background theories. The research model and methodologies are then discussed. After that, a detail analysis of the findings is presented. Finally, the study concludes with the implications of the result.

RESEARCH CONTEXT
Australia is an exporter of wheat, meat, wool and other agricultural products where food industry is a major component of the Australian Economy generating export income of around $ 24 billion (Glyde, 2006). But the contribution from the Agri-food industry to Australian GDP has been declining over the last century as compared to the proportionate growth of other sectors in Australian economy. It has fallen to approximately 3.3 percent of GDP with an export income of only around 20 percent (DAFF, 2005) compared to 70 percent in the first half of 19th century. The major factors dentified as export competitiveness and market development issues (INSTATE, 2000) such as operational inadequacies, lack of innovativeness of the smaller and local firm, failure of achieving cost competitiveness, and dominance of spot market, among others (Johnson and Islam, 2003; O’Keeffe, 1998; Jackson et al. 2007). 

Traditionally, Australian food supply chain has been dominated by the auction systems and regulated markets, where transactions are conducted without prior commitments placed on producers, and with little control over the commodities by buyers. From the spot market, the producers do not gain any insight of their customers as they are isolated from rest of the food chain. Likewise, processors are also lacking innovative initiatives to develop a product and the business with the producers while a low trust environment between the two is often exist and causing companies failing in business performance (O’Keeffe, 1998), for example, Simplot-Australia’s manijamp potato processing plant  failed primarily due to the inadequate relationship mechanism with the growers and thus inadequate supply of raw materials (Islam and Johnson, 2003). Drawing on the issues, this study was developed to identify the significant supply chain relationship and performance factors in Australian agri-food industry. So that it would enable the integration and consolidation of all the stages of supply chain, the dynamism in partnerships, alliances and networks from input suppliers, to farms, processors, and retailers for a significant business performance and contribution to the national economy.

BACKGROUND THEORIES
Transaction cost economics (TCE) is the most widely used theoretical lens for analyzing the development and impact of governance and relationship structure in food supply chain (den Ouden et al. 1996; Hobbs, 1996, 2000; Sculze et al. 2006). According to TCE, in buyer-supplier dyads, governance structure is related to the choice of a particular transactional and relational mechanism such as a formal contract or bilateral investment that influence the inter-firm exchange process (Bijman 2006; Liu et al. 2009). The process always involves with some common cost such as i) costs of searching information on potential buyers or sellers, product prices, etc.; ii) costs of negotiating physical act of transaction such as writing contracts, hiring lawyers, investment in machineries, intermediary auctioneers, etc.; and iii) costs of monitoring or enforcing pre-agreed terms of transaction such as ensuring quality of goods, behavior of the parties, etc. These costs may increase depending on the information asymmetry, bounded rationality (decision making under partial information) and opportunistic behavior between partners in transactional relationship. Cost can also be affected by relation specific investment, uncertainty, and frequency in the transaction. For example, a sunk cost, arise for a broken contract can be very high if the relation specific investment is high, although, formal contract can be a major tool to protect specific investment and safeguard the cost of opportunism.TCE posits that governance structure and relational mechanism are derived from economic rationality such as when transaction costs of using spot or open market system rise, it is efficient to carry out the transaction by a strategic alliance through contracting or by vertically integrating the firms (Williamson, 1979, Hobbs, 1996).
Based on the work of Williamson, studies suggest that the method of making inter-firm transactional relationship may range from spot market, specification contracts, relation-based alliances, equity-based alliances, and vertical integration. Some authors also focused informal arrangement such as trust and power based relationship in governing a transaction (Powell, 1990). But, studies believe that stricter vertical coordination in agri-food chains is crucial for better product and information flow, better performance and competitiveness. Because, it provides a better way of contact, control, and contracting cost in the supply chain by addressing the issues of growing quality requirement, food safety, and other difficult-to-detect attributes of food products(den Ouden et al. 1996; Hobbs, 2000; Sculze et al. 2006). 

Organizational theory such as Resource Based View (RBV), on the other hand, provides a potential strategy framework to develop the relationship structure, as an intangible and non-tradable asset that is difficult to imitate, for a sustained competitive advantage (Barney, 1991; Wernerfelt, 1984; O’Keeffe, 1998).Studies showed empirical evidence that relationships with mutual understanding, compatibility in achieving each other goals, and broader perception in setting the priorities can be considered as value creating economic resource and have important influence on supply chain transaction and firm performance (Clare et al. 2005; Duffy and Fearne, 2004; Nidumolu, 1995; Reve and Stern 1986). Some authors also argued that partnership based on respect or symmetry of relationship can be productive where disputes are resolved amicably (Clare et al. 2005). Thus, a well grounded relational mechanism based on transaction specific investment, trust, and other relational norms can nourish the cooperation in  buyer-supplier relations (Dyer and Chu, 2000; Duffy and Fearne,2004)). The strength of relationships can enable firms to accumulate organizational capital resources such as increased information sharing and reduced opportunistic behavior that may lead to develop rare, valuable, hard to imitate, and non-substitutable asset for a competitive advantage and sustained firm performance.
Drawing the above arguments, the research framework used to identify the important factors of relational mechanism that affect firm performance in agri-food supply chain (AFSC) is shown in figure 1. The definition and reference of the factors and sub-factors used in the framework is given in table I.

Figure 1: The research  framework 
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Table 1: The definition and reference of the factors and sub-factors used in the study
	Factors
	Definition
	Sub-factors
	Definition

	Governance Structure/Transactional Mechanism

(Williamson 1979; Hobbs, 1996; Bijman, 2006; Liu et al. 2009)
	Inter-firm transaction arrangement that influence the exchange process or within which the transaction is conducted.

	Contract
(MacDonald et al., 2004; Liu et al. 2009; Bijman, 2006)
	Terms and conditions to arrange a transfer of agricultural products from upstream farmers to downstream retailers, or other farms.

	
	
	Vertical Coordination

(Mighell and Jones, 1963; Hobbs and young, 2000; Schulze et al, 2006)  
	Organization of a supply chain where each successive stage in the production, processing, and marketing of a product is appropriately managed and interrelated 

	Relationship Strength


	The dimension of inter-firm relationships that positively influence SC transactions
	Power 
(Cox, 1999; Maloni and Benton, 2000;Sodano, 2007; Szabo and Bardos, 2006).
	Capability of one party to informally receive obedience by other party in SC transaction

	
	
	Mutual Understanding

(Reve and Stern, 1986; Bensaou, 1997; Nidumolu, 1995)
	Broader understanding and compatibility in setting the priorities to achieve each other business goals 

	
	
	Mutual Investment

(O’Keeffe, 1998; Liu et al. 2009)
	The  degree of joint investments  made specifically into the relationship:

	
	
	Trust

(Mayer et al. 1995; Duffy, 2004).
	Refers to the belief that an exchange partner is reliable and will not exploit other parties vulnerabilities 

	
	
	Symmetry 

(Spekman et

al. 2000; Clare et al.2005 )
	Refers to the respects and equality in relationship where the contribution to the alliance will result in a commensurate share of the benefits.

	Firm Performance

(Gunasekaran et al. 2001; Liu et al. 2009)
	The outcome from a cooperative relationship in SC in the form of increased sales, productivity, and market share.


METHOD OF THE STUDY 

This study is driven by the qualitative paradigm of research. A field study based on in-depth interviews is adopted as a method of qualitative inquiry in food industries. Qualitative field study is a dynamic process of exploring the research questions in a real world conditions (Mason, 1990).It is particularly useful when a focus on contemporary events or a natural setting is required to generate, describe or test a theory; although the objective is not to draw inferences about some larger population but rather to generalize back to a theory or application. (Yin, 1994; Chan and Ngai, 2007).

Sample
The sampling and number of interviews in a field study may depend on the research objectives, complexities, and on the available time and cost ( McGivern, 2003).This study conducted eight interviews  in eight agri-food firms in Australia, as study suggested a selection of 8-10 sample cases is typical in a qualitative study (Eisenhardt,1989; Chan and Ngai, 2007).As this study aimed to interview the key participants of AFSC ranging from upstream growers/producers  to downstream processors, retailers/wholesalers, a convenience sampling was undertaken to select the participant companies based on their willingness in the study (Xu and Quaddus, 2005; Zikmund, 2003). The targeted participants were divided into three groups – (i) Farmers (ii) Processors, and (iii) Retailers/Wholesalers, where the main criteria for selecting the sample firm is the involvement in supply chain transaction. In addition, the interviewees were selected based on their key role in supply chain/distribution or logistic side of the company. Table 2 listed the role and business type of the participants companies.
Table 2: Demographic Information of the Participant Company
	Firm Code
	Nature of Business
	Participant’s position
	Participant

Category
	Experience in SC (years)

	Firm1
	Meat
	Owner
	Producer
	More than 20

	Firm2
	Vegetables
	Owner
	Producer
	More than 20

	Firm3
	Meat
	Owner
	Producer
	More than 15

	Firm4
	Food and Grocery
	Merchandise Manager
	Wholesaler
	 9 Years

	Firm5
	Meat
	Executive
	Processing
	7 Years

	Firm6
	Biscuits, soups & chips
	Logistic Controller
	Processing
	16 years

	Firm7
	Seafood
	Manager
	Processing
	13 years

	Firm8
	Food and Grocery Retailers
	Distribution Centre manager
	Retailer
	8 Years


Process of Data Collection
The data collection processes can be described in two stages. The 1st stage starts by developing the model and  framework of the study based on an extensive literature review on relevant study, which is followed by designing a questionnaire for semi-structured interview. The issues and concepts that are important in relational mechanism in the AFSC in Australian context are developed and then structured in a set of open ended questions. The process immediately followed in searching of the convenient sample and access to Australian Agri-food industries who are willing to participate in the study. In a busy business environment, such as in Australia, it was the most difficult part of the study to contact and get appointment of the senior person in supply chain or logistic division of a firm. The researchers were able to get a list of the companies from the government Dept. of Agriculture and Food, Western Australia (DAFWA) and spend two months seeking appointment by writing email and making phone calls to the targeted companies.   Although it results two interviews, one of the participants did not allow to record the interview which was later discarded from the study as the memory based transcription seems to be insufficient for detail analysis in the study. As the approach apparently failed, giving a surprisingly similar experience of the study of Chan and Ngai (2007) in Hongkong, we planned another approach by involving DAFWA.
In the second stage, DAFWA organize a seminar on “Profit from managing Business Relationships in Supply Chain” inviting almost a hundred of WA agri-food industries and associations to participate in the seminar and publicize the study. 15 companies in different sectors of agri-business were participated where the researchers presented  the study objectives and benefits in detail. During the networking session the researchers invited the attendance to participate in the study. The approach proved to be successful as the study later conducted 7 more interviews within another two months giving a total of eight interviews, which seems to be sufficient to meet the purpose of the study.

All the relevant data were collected through the technique of in-depth interviews following the guidelines of McGivern (2003), such as starting the interviews with a clear introduction and “warm up”, then the main body, and finally a clear signal of ending or “wind down”. The interviews schedule was arranged based on the interviewee convenience, availability, and voluntary willingness. While all the relevant documents on interview ethics approval, interview topics, and benefit of participation were sent to the participant well before the appointment by email, and in some cases were explained over the phone. Permission was also sought to record the interviews for analysis purpose. Thus the researchers were able to create a more enthusiastic and congenial environment of conducting the interviews where most of the participants gave a detail of their industry experience, examples, and scenarios in supply chain performance. Although interviews were conducted in the form of an informal or natural conversation and the topics were rephrased as the interview progressed, each interview was consist of the  following topics based on which open ended questions and relevant examples were asked

- Governance structure/methods of organizing, inter-firm transaction in  AFSC
- The level of vertical coordination
- Bargaining/market power in SC transaction
- Level of  mutual understanding,  specific investment, trust and symmetric relationship  in SC
The list of the questions ensures that the conversation stays relevant to the topic and  investigation. Each of the interviews was lasted from 45 minutes to an hour as typical in this type of research. All the discussions in each of the interviews were recorded in a voice recorder device for transcription, for checking, and re-checking the key issues, interviewees opinion, beliefs and experiences (McGivern, 2006; Zikmund, 2003).

Data Analysis

The transcription of the interviews word by word results a total of 88 pages of content, which were analyzed following a content analysis procedure. Nvivo software was used for the analysis that allows organization of each of the interview transcripts, coding and capturing of the important facts, ideas, and statements to a relevant topic, and then, categorization of high level factors, corresponding items, and their relationships/links across the interviews. The content analysis was initiated, first, by focusing to develop the core and subthemes from one interview data, for example, transcript of Company 1.These preliminary themes and subthemes guided the analysis of other interviews, while all the emerging concepts were included as themes or subthemes and amended later by checking across the interviews, visiting and revisiting the literature, and where possible label them with the item/variables of past studies. A combination of both inductive and deductive approach (Berg, 2001) is also used to identify the core and meaningful thematic items across the interviews detecting their similarities and differences. These themes were finally used as a set of common key concepts that link up the related concepts and sub-concepts in all the cases to answer relevant research question. Finally, to present the results, Miles & Huberman’s (1984) approach of ‘conceptually clustered matrix’ is employed for noticing the pattern of data, summarizing the quotations of related ideas and concepts, and grouped them in a table. This results ‘across-case contrasts’ matrix, which are given in the findings of the study.
DISCUSSION OF THE FINDINGS
Governance Structure
Contract preference

In governing the food industry chain, all the processing and retailing firms focused on formal arrangement such as contracts and property rights as the way of governing a buyer seller transaction. The important comments, as presented in table 3, demonstrate that firms are relying on contracts to arrange the transaction structure in supply chain for ensuring required quantity and quality of products, ensuring a stable price, and timeliness in delivering the products through the chain. For example , “We build the relationship based on contract. Basically we issue a letter or contract what we require, how we require, we will work with them in Freight or transport side, we rely them to offer our service for sales or they may want to do it by themselves depending on the cost” (Firm 8). Some participants stated that they use contract for making investment, advertising the products, which is important to ensure their brand image among the customers. For  example firm  7 stated “ we make a trading term relationship, with a business deal, where we have terms of trade with them, say this is the things that I am gonna to invest and that’s the thing we want from you. We will advertise the product and do that sorts of stuffs and if you agree on it, set the trading terms, and then just supply the products.” 
Table 3: Findings on the governance issues and link on firm performance

	Question
	Firm  Code
	Excerpts of data on contract preference

	What is your method of organizing, inter-firm transaction in SC? Is it based on contract or auction in open market?  
	firm2
	“Produce particularly vegetable crops price in the spot market is very uncertain, and no longer  we can have some days 10 dollars a box, some days 8 dollar or some days 1 dollar a box. We need contract to ensure the price … because you know what you will get … and you know that you have a market to sell.”

	
	firm3
	“We prefer to sell our products in auction. Contract is nothing. If I had an attractive contract, I may treat it contract. The contract may blow you by the cost of production; better follow how the market goes up. Even though the contract for lamb or sheep was not too bad, I found it not profitable. That’s why this year I did not do the contract for lamb because the market was zero when they offer the contract.”

	
	firm4
	“These days there are lots of businesses who are smart enough and always been on contract. Our business relationships also always work on contract, because there is many issues for which we don’t want to go down …If you have contract in written, and understood by both parties,  then you should know what issues are there for all.”

	
	firm6
	“We have contracts with our main suppliers. We do have contract in terms of deliveries and etc. which should be signed up. We have contract with our distributors too that there is a minimum quantity to make order from us to located delivery.” 

	
	firm7
	“ We make a trading term relationship, with a business deal, where we have terms of trade with them, say this is the things that I am gonna to invest and that’s the thing we want from you. We will advertise the product and do that sorts of  stuffs and if you agree on it, set the trading terms, and then just supply the products.” 

	
	firm8
	“We build the relationship based on contract. Basically we issue a letter or contract what we require, how we require, we will work with them in Freight or transport side, we rely them to offer our service for sales or they may want to do it by themselves depending on the cost.”


At the producer’s level, vegetables growers also prefer contractual relationship. For instance Firm2 said “Produce particularly vegetable crops price in the spot market is very uncertain, and no longer  we can have some days 10 dollars a box, some days 8 dollar or some days 1 dollar a box.. We need contract to ensure the price … because you know what you will get … and you know that you have a market to sell.” The finding comes in line with the studies of Guo et al. (2005) and Schulze et al. (2006) where the authors found  that contracts are highly preferable option for the farmers to reduce price risks. 
However,  the study found an opposite scenario in the meat industry where the producers preferred the spot market auction rather than a contract,  as they don’t find it attractive in terms of profitability. The picture is better depicted by the statement of firm 3 “We prefer to sell our products in auction. Contract is nothing. If I had an attractive contract, I may treat it contract. The contract may blow you by the cost of production; better follow how the market goes up. Even though the contract for lamb or sheep was not too bad, I found it not profitable. That’s why this year I did not do the contract for lamb because the market was zero when they offer the contract.”

Vertical coordination

Agricultural economists believe that vertical coordination of markets is particularly important in the food industry because of its complexity, the large number of firms that participate in one or more stages, and the relative perishability of the products. It represent a continuum of possibilities from open market spot transaction at one place through to full vertical integration at the other and includes intermediate forms such as strategic alliances, joint ventures, contracting, etc. ( Mighell and jones, 1963; Hobbs and young, 1996). The study revealed that none of the firms are vertically integrated (except firm6), but all the processing and retailing companies (firm 4, 6, 7, and 8) are having some sort of vertical coordination by making direct relationship with their contracted growers/suppliers. They are also utilizing other market sources staring from the spot market to their contracted suppliers to meet the demand of customers. Table 4 presents the important comments. For example firm 8 stated that “Our basis is grower base, on top of that we got our central market, and brokers on top of that because if a grower does not have enough for some reasons or things go wrong, we need to have a back up plan, from where we can source it… if the grower base does not produce what we need then we go to others, we don’t close any door anywhere.”
In the fresh produce retailing firms are maintaining almost a similar supply base which is a grower base, on top of that the central market, and then brokers on top of that. Because of the supply and demand uncertainty, weather uncertainty, and required freshness of the perishable product; retailing companies said they don’t close any doors of supply any where, in spite of their contracted growers. Quality is a major concern for which some processors are strictly maintaining vertical coordination, such as firm 6 said that the specific flavor of flour they need for their biscuit products can only be supplied by their contracted growers.

Table 4: Findings on the level of vertical coordination and link on firm performance
	Question
	Firm code
	Excerpts of  data on Vertical coordination

	What is the level of your integration in making inter-firm transaction?
	Firm1
	“…the processors and retailers have to go out and be part of the primary supplier and recognize that the producers are integral part of the chain as they are. Say I am a beef producer from down the road, and I started growing all the good things about my beef, they don’t care, they just want the cheapest beef in the window, what he can sell quick. He does not care whether we talk about cattle nice, whether we care our cattle, whether we feed healthy organic material for our cattle…”

	
	Firm4
	“We have contracted growers for fruits and vegetables …but in the meat division we actually have,  there is a lot of wholesalers out there, they come  directly to our stores 

	
	Firm5
	“A  lot of companies are understanding the importance that there has to be a greater level of integration between the processors and farmers…  the processor they can set earlier working terms with the farmers to reduce the cost of feed and grain or any issue like that. That will help the farmers to sustain the business.”

	
	Firm7
	“When we are dealing with smaller amount of products, it is very hard for us to deal with very small or smaller farming operations, so some of these agents or brokers we might call them, they bring together a whole group of like twenty different small growers, and they are able to supply through the chain that way, which is a benefit to us because when we are rolling out we don’t need  to deal them.”

	
	Firm8
	“Our basis is grower base, on top of that we got our central market, and brokers on top of that because if a grower does not have enough for some reasons or things go wrong,  we need to have a back up plan, from where we can source it… so it is customers demand what they want, we are trying to get, if the grower base does not produce what we need then we go to others, we don’t close any door anywhere.”


However, the producers both from the meat and vegetables industry stressed on more coordination from the other sector of supply chain. The producers (firm 1, 2 and 3) including a processor(firm5) accept that that there has to be a greater level of integration between producers, processors and retailers where the downstream partners should recognize that producers are integral part of the chain that can help to improve their cost structure and profitability, for example firm 1 said “I can produce beef, twelve month in a year, my cost of production allows me a profit, given climate, given things out of my control for about seven months of the year. Now if I was paid enough to subsidize my extra cost of producing a product out of season, I would then be able to do that….”

Relationship strength
Power

The power of a food company in supply chain is fairly positively related to the importance of economies of scale in manufacturing, retail concentration, and own brand penetration of the market, and this power increases as the company specific investment increases and product quality increases (Collins, 2002). The evidence from the study, as presented in table 5, also revealed that larger market share and brand penetration in the market is related with the bargaining power. For example, “We are very fortunate that we do have bargaining power, that’s what comes to standard, can we offer value? And we can, because we have a large market share and we can sell a lot of stocks for the supplier (Firm 4). “Market share is the main issue where we always work very close to make sure that we are maintaining it and growing it. It’s a value that helps us getting bargain with the buyers”  (firm6).
Table 5: Findings on bargaining/market power and link on firm performance
	Question
	Firm Code
	Excerpts of data on bargaining/market power of the companies

	Do you think strength of your bargaining/market power has a role in the SC transaction and performance? 
	Firm1
	“We don’t have any market power in the meat industry. We got no control or influence over the price. You had to sell your cattle, because of the stocking. You have the stocking, butchers know it, abattoirs know it, and so they determine the price. 

	
	Firm2
	“They use all sorts of excuses, quality, too much produce around, lose of market, because they buy and they have market to sell it to… We the farmers are loosing. We are price takers, we take whatever price… its very tough to make good relationship when they have a better bargain and use inappropriately on us.”

	
	Firm3
	“A lot of them wont write contract for certain time of the year because they know you have to sell your cattle, they know you cant hang on to your cattle. So they say we will pay you less. And we can’t wait as price taker… because the product may go over certain weight, over certain grade and specification.” 



	
	Firm4
	“We are all having very significant businesses to each supplier. We are very fortunate that we do have bargaining power, that’s what comes to standard, can we offer value? And we can, because we have a large market share and we can sell a lot of stocks for the supplier. So I find it work in our relationships.”



	
	Firm6
	“Market share is the main issue where we always work very close to make sure that we are maintaining it and growing. It’s a value that help us getting bargain with the buyers such as we can ask more shelf spaces in the retailer’s store based on our sales data.”

	
	Firm8
	“We negotiate the price week to week, we do re-negotiate day to day … you know things can change, for example when stocks are coming for the following week and we find that there are lot more available, we ring about re-negotiate sometimes. Sometimes we find that we are in short of supply, and we re-negotiate there as well, so it’s pretty loosely based on market value.”




In fact the findings point out how the companies are gaining bargaining power and or market power through larger market share, which offers suppliers a supply value for their product marketing and sales, and offer buyers a value on sales and profit. The findings support the argument of previous studies  that a positive pro-active supply chain is only enforceable or likely to emerge when there is consistent direction in dominance or interdependence among the chain participants (Revell and Liu, 2007). Some studies found that if the processing, distribution, and retailing firms abuse their market power, the farmers share in consumer expenditure in food chain may decrease (Bunte, 2006). From field study, evidence of this statement is also found from the following comments: “They are cutting our cost absolutely minimum, say you got some money to live on! They discounted a world class product to a level that’s not sustainable for us to keep producing and that’s why in this area, there is now only five full time farmers and it used to have been thirty once. While this is one of the most reliable place in WA for farming”(firm3). “They use all sorts of excuses, quality, too much produce around, lose of market, because they buy and they have market to sell it to… We the farmers are loosing. We are price takers; we take whatever price (firm2).
The frustration that showed in the above statements are generally common in the upstream food industry as the producers are having less bargaining power while it is growing at the wholesalers and retailers node. It may push the food chain from competitive (i.e. spot markets and complete contracts) to imperfectly competitive environments made up of incomplete contracts where large firms usually try to appropriate as much value as possible for themselves on the basis of their critical assets or based on the circumstances that give them bargaining or market power. For example firm 3 stated that “A lot of them wont write contract for certain time of the year because they know you have to sell your cattle, they know you cant hang on to your cattle…eventually you will call them to say can you take the animals. So they say we will pay you less. And we can’t wait as price taker… because the product may go over certain weight, over certain grade and specification.” Thus, chains only with overall buyer or supplier dominance most likely may experience adversarial effect as one of the producers from field study realized “when there is more bargaining power, it is tough to make good relationship”(Firm2).
Mutual understanding

Mutual understandings between the buyer and seller have an impact on the performance in agri-food chain. It can increase the level of confidence among the suppliers and can drive down many unexpected friction mutually which is important for developing a long run relationship. For example firm 2 stated that “If you don’t have a common understanding in your relationship, it will be hard to work through. Say, when our buyers ask the best time to promote our product, we give them a window, say in January we will have a lot of cauliflowers we can promote it. Then, we try to plan out that, we work out a rough price what we are thinking we sell it for ….”  Firm 6 said “Anyone wants a new customer vendor, we meet with them, we believe what the term is, what the goal, we always do what we can, visit their facilities and look at their labor...see everything with them go on right.”

Firms said they are inviting the suppliers for showing their facilities, developing understanding about how they are consist of, and solving the problems that may arise in deliveries. While the supplier should know the effect of failing in meeting the required quality and demand, the buyer should know the limitation of the sellers in delivering the product.  Perception and broader understanding of each other works as well as limitations help both the parties work more cohesively and increased performance in the chain as the satisfied buyer firm respond “we also see from their side what we can do, pick an order and get it to sell.” 

Mutual investment

Studies argued that investment can make buyer-seller relationship closer and enhance business transactions (Lu, et al., 2006). Evidence also comes from the findings, as displayed in table 6a, that investment right through the supply chain improves the efficiency and performance. Firms are making mutual investment catering to the special need between primary producers and processors, producers and market agents, or producers and retailers, which are important source of value creation in inter-firm transaction. Firms are also investing in relation specific assets to have a long run relationship, for example, firm 6 stated that “Our relationship with linfox is extended for a longer term for a mutual investment in building new warehouses and  some other facilities…and that works well in improving efficiency of the deliveries of our inbound/outbound goods” Other firms expressed that they are investing together when they wish to develop a new products, or investing in feed to ensure the quality of the products.

Table 6a: Findings on the relationship issues and link on firm performance
	Question
	Firm Code
	Excerpts of data on/mutual  understanding

	How do you think mutual understanding in SC relationship have impact on your performance? 


	Firm2
	“If you don’t have a common understanding in your relationship, it will be hard to work through. Say, when our buyers ask the best time to promote our product, we give them a window, say in January we will have a lot of cauliflowers we can promote it. Then, we try to plan out that, we work out a rough price what we are thinking we sell it for ….”

	
	Firm4
	“… both side has really good understanding how we work, so we don’t put too much demand on them, and then they understand what impact it would be  if they don’t produce what they promises and we don’t get it. So they understand that well and that’s what we require too for our performance.”

	
	Firm6
	“Anyone wants a new customer vendor, we meet with them, we believe what the term is, what the goal, we always do what we can, visit their facilities and look at their labor...see everything with them go on right. ”

	
	Firm7
	“We are having very good understanding among the members …sometimes a bit of friction between the parties … but they can make query if any supply is penalized, a printed report is provided on every product in the supply chain, which is a very good system and important for the business.”

	
	Firm8 
	“We invite our suppliers, we show them around, show them what we do, show them what are they consist of, so that they have complete understanding, if they are in queue in outside for an hour, or waiting at the dock to unload, they can understand why sometime it takes so long…”

	Do you have any joint venture or mutual investment in the relationship?


	Firm  Code
	Excerpts of  data on Mutual investment

	
	Firm2 
	“…at the central market sometimes growers and market agents started off market agency … we also invested money with the wash packers …”

	
	Firm3 
	“We have had investment from the stock agent to improve the quality of feeding when I got beef cattle”.

	
	Firm6
	“Our relationship with linfox is extended for a longer term for a mutual investment in building new warehouses and some other facilities…and that works well in improving efficiency of the deliveries of our inbound/outbound goods”.

	
	Firm7
	“…there is investment right throughout the supply chain, it happens in some instances where we might be buying product from a particular farmer, we invest to make sure he got the right instruments.”

	
	Firm8
	“We do have investment with the producers when we get new lines, new fridge or new vegetables come on board…” 


Trust

Trusted relationships can be considered as a value creating economic asset as it lowers the cost of controlling and monitoring a transaction (Dyer and Chu, 2000).Trust can be a crucial element in food supply chain due to the fact of growing information demand on product characteristics, some of which, may only be analyzed after the consumption of food (experience characteristics), and some may not even be examined at all (credence characteristics).The study findings revealed a low trust buyer-supplier environment in the food chain, when almost all the firms said that they rely on contract for a smart relationship. It is found that the growers’ perception of trust on its transaction partner is lower than the perception of processing and retailing firm, which is evident from the comment of firm 2, “…trust is finish. We don’t believe in trust …we need contract with the partners to ensure the price.”  The processing firms commented more substantially “It would not come in handy to have a contract in place, obviously have we ongoing trusted relationship with our growers”(Firm6). Furthermore “I think trust is about 50 percent of the right issue, or reckon trust is about 50 percent. Because when it comes about a dollar, things get tight, trust gets out of the door, and in reality, it can’t hit the relationship when all the parties share the risk” (Firm 5). 

Table 6b:Findings on the relationship issues and link on firm performance
	Question
	Firm Code
	Excerpts of  data on Trust

	What is the role of trust in SC performance?


	Firm2
	“…trust is finish. We don’t believe in trust …we need contract with the partners to ensure the price.”

	
	Firm5
	“I think trust is about 50 percent of the right issue, or reckon trust is about 50 percent. Because when it comes about a dollar, things get tight, trust gets out of the door, and in reality, it can’t hit the relationship when all the parties share the risk.”

	
	Firm6
	“It would not come in handy to have a contract in place, obviously have we ongoing trusted relationship with our growers.”

	
	Firm8
	“…majority of the stuffs are written in trading  terms. All the legal stuffs are written, all the stuffs relating to money. But then, obviously, you are dealing with these people week to week, their plan, promotions and like that,  you don’t write everything …” 

	What  do you think about the role of a symmetric relationship in firm performance
	Firm code
	Excerpts of data on Symmetry in the relationships 

	
	Firm1
	“For a successful relationship, the producer and processor has to share in the fluctuation of market… the risk should be shared, so the price. If I am the processor and I offered you a price, but if the auction market exceeds that price, I will pay you half the difference. If it drops, you pay me half my difference. That’s reasonable, common with some larger approach.”

	
	Firm2
	“Don’t expect the farmers to continually the price takers, they have to share the risk between the two.”

	
	Firm5 
	“The relationship should emphasis of getting highs and lows equally in market place. It means the farmers or producers, and the processors, the feed mills, if they all share the risk of supplying the product that will sure impact on a sustainable performance.”


	
	Firm8 
	 “There is a lot of cost in this side of business what the supplier cant cover sometimes, and for them if they don’t have some sort of long term dealings and benefits with someone fairly stable … they may have difficulty.”


However, the retailers found an indirect role of trust in their day to day dealings and performance, but still focused on written terms and regulations to conduct monetary transactions. For example firm 8 said “…majority of the stuffs are written in trading  terms. All the legal stuffs are written, all the stuffs relating to money. But then, obviously, you are dealing with these people week to week, their plan, promotions and like that,  you don’t write everything …” 

Symmetry
The existence of equality and respect in relationship with commensurate sharing of risk and benefit may influence the performance of agri-food chain .The notion comes from some of the studies where the authors argued that partnership should be based on symmetry of relationship (Clare et al. 2005) with a presence of an equal sharing of risks, burden, and benefit between the two firms (Bensaou, 1997). Our study also revealed a strong evidence of the symmetric relationship in firm performance while four participant (Firm 1, 2, 5, and 8) accept its role in improving the relationship and performance . For example firm5 pointed that “the relationship should emphasis of getting highs and lows equally in market place. It means the farmers or producers, and the processors, the feed mills, if they all share the risk of supplying the product that will surely impact on a sustainable performance.” One of the producers firm better explain the process “…the producer and processor has to share in the fluctuation of market… the risk should be shared, so the price. If I am the processor and I offered you a price, but if the auction market exceeds that price, I will pay you half the difference. If it drops, you pay me half my difference. That’s reasonable, common with some larger approach” (firm1).
Thus the findings showed an important aspect of risk sharing that if the market price exceeds the offered price, buyer should pay half of the difference while if it drops the seller will bear the half of the difference. It can simplify the transaction process, may work as an incentive, while the insight is greater integration and respect between the members of transaction that may result more benefit and satisfaction in performance. Otherwise, the frustration may come in line as in the following comment: “The difficulty is that the farmers in food industry, been primary producers, are not hold as the same stream of supply chain, as the other participants. The retailer has a good relation with the wholesaler. The wholesaler has a great relationship with the processors. The processor has a reasonable working relationship with the producers. But in agriculture the retailer would not know the issues that the farmers are failing. They would not know their cost of productions” (firm1)
CONCLUSION AND IMPLICATIONS
The qualitative study presented in this paper is a sensible combination of the insight of organizational theories and institutional economics to explore how the structural and economic issues of organizing inter-firm relationship in Australian Agri-food chain are influencing the performance of the industry. The study reveals that mostly contract is the preferable option to the processors and retailers in governing a transaction while traditional market arrangement is still a better choice for producers, especially in meat industry. This is because the producers are not able to extract a good contract and or reasonable margin from the chain and found it better to go with the market. The result also shows a sort of low-trust buyer supplier environment where more coordination and integration of the upstream and downstream members are required. It reveals a growing bargaining power at the distribution and retailer’s node that results less participation of upstream producers in setting their product price.   Thus, the result suggests strengthening the vertical relationship in a more organized form of coordination, where the producers will be an integral part of the chain, not been as price takers but by sharing the risk and benefit equally in the chain. The results indicate that a better relational mechanism will lower the cost of sourcing and monitoring a product, and will improve productivity, profitability and satisfaction of the stakeholders.
Therefore, the implications of the study is that rather than focusing on the immediate economic benefit from the other members of supply chain, firm should build their supply chain as a resource itself, as a way of improving on-farm innovation through a competent long run vertical relationship between the farmers/producers, wholesalers, processors, retailers and or other partners in an equally meaningful buyer-seller environment. It also suggests minimizing the total cost of transaction by engaging all the stakeholders of supply chain with symmetric knowledge flow for standardizing the contracting terms, setting joint planning and investment areas, developing trust, and directing consistent power in the supply chain. Finally, the significant supply chain performance factors identified in this study would be of extremely important information for  agri-food producers, processors, and retailers, other stakeholders and government agencies. This will enable them to do appropriate planning and benchmarking to improve performance of Australian agri-food industry.

Limitations and Future Research
The study has some limitations. We collect data from different types of agri-food industry to explore a generalized relational mechanism and its link to the performance in supply chain, therefore, the result would be bit different with different interpretation depending on the specific food industry. This study tried it best to explain the experience and interpretation separately. The number of firms to be interviewed was also kept to a minimum to ensure that the interpretation of the terms and concepts is consistent among all the interviewees. The immediate future plan is to use a quantitative approach using structure equation modeling to test a number of hypotheses and the model itself. We are planning to apply the model on a specific food industry.
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