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Supply chains are groups of organ-
izations that collectively process raw
materials into finished goods (Hult et
al, 2002). Such collaborative rela-
tionships have garnered increased at-
tention in management research over
the last several years (e.g., Artz and
Norman, 2002; Cool and Henderson,

1998; Glisby and Holden, 2005). This
increased attention appears merited
for at least two reasons. First, pur-
chased inputs can account for up to
75 percent of a firm’s operating
budget (Quinn, 1997). And second,
firms that find ways to lower input
costs or increase input quality gain
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162 ANTECEDENTS AND OUTCOMES OF SUPPLY CHAIN EFFECTIVENESS

advantages over competitors (Barney,
1991). One way that firms manage
reoccurring purchases is referred to
as supply chain management (SCM),
which is the integration and manage-
ment of supply chain organizations
and activities through cooperative in-
ter-organizational relationships, ef-
fective business processes, and high
levels of information sharing (Hand-
field and Nichols, 2002).

The implementation of SCM can
increase communication and coop-
eration among firms at successive
stages of production. The benefits in-
clude decreased costs through re-
duced inventory and shorter order
times, improved quality through bet-
ter product design, and enhanced in-
novation through more diverse de-
sign process inputs (Elmuti, 2002;
Tan, 2002). The benefits of SCM can
be large; one estimate posits that
SCM can increase value and/or re-
duce costs by up to 25 percent along
a chain (Hughes, 2005). Although
there is growing consensus that effec-
tive SCM decreases costs and en-
hances value, scant attention has
been paid to the key antecedents of
supply chain effectiveness and how ef-
fective SCM shapes focal firms’ per-
formance. Thus, our central aim is to
provide greater clarification into
some key antecedents of supply chain
effectiveness, and to elaborate on
how supply chain effectiveness, in
turn, shapes firm performance.

Over the last decade, the knowl-
edge-based view (KBV) has emerged
as an important perspective inform-
ing how firms leverage knowledge to
attain higher performance (Acedo et
al., 2006). The KBV contends that
knowledge is the most critical firm re-
source (Grant, 1996). Accordingly, a
firm’s ability to explore and exploit
this knowledge through knowledge

sharing and knowledge integration is
a key source of sustained competitive
advantage (Cohen and Levinthal,
1990; Kogut and Zander, 1992). Con-
ceptual and empirical KBV research
has emphasized both internal and ex-
ternal knowledge sharing. While re-
search on internal knowledge sharing
addresses the exploitation of existing
know-how, expertise, and best prac-
tices within a firm’s network of organ-
izational members (Szulanski, 1996),
research on external knowledge shar-
ing focuses on knowledge integration
across firms (L.ane and Lubatkin,
1998). This latter stream of research
emphasizes several factors that facili-
tate or impede knowledge sharing in
the context of joint ventures (Inkpen
and Dinur, 1998), franchise systems
(Darr et al, 1995), and inter-organi-
zational relationships in general
(Dyer and Singh, 1998).

All organizations face the funda-
mental decision to obtain products
and services through markets (buy)
or hierarchies (make) (Williamson,
1985). Hierarchies (making) en-
hance predictability and assurance of
supply but require large investments
and thus limit flexibility. Alterna-
tively, markets (buying) permit flexi-
bility and reduce investment, but in-
crease uncertainty and the risk of a
supplier acting opportunistically.
Supply chains are inter-organiza-
tional relationships that represent a
middle ground between markets and
hierarchies (Ketchen and Giunipero,
2004). Such relationships create
unique knowledge-sharing contexts
that blur internal and external knowl-
edge sharing, and as such they form
a unique context to study the tenets
put forth by the KBV.

Researchers have shown an in-
creased interest in knowledge as an
important resource in the context of
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supply chains. Indeed, the role of
SCM skills and knowledge (e.g., Giu-
nipero and Pearcy, 2000) is critical in
“obtaining the product at the right
cost in the right quantity with the
right quality at the right time from
the right source”’ (Sarkis and Talluri,
2002: 18). Beyond the identification
and possession of skills and knowl-
edge as key SCM resources, the KBV
also asserts that it is critical to identify
activities facilitating the transfer of
such resources.

Although the central focus of stra-
tegic management research is ident-
fying the determinants of firm per-
formance (Rumelt et al, 1994),
historically, most research has relied
on firm- and industry-level determi-
nants (Rumelt, 1991). In the 1990s,
strategy researchers focused more on
the performance implications of in-
ter-organizational relationships, such
as alliances and joint ventures (Bar-
ringer and Harrison, 2000). More re-
cently, researchers have tackled the
question of whether supply chain par-
ticipation can shape firm perform-
ance (Hult et al, 2002, 2004). Yet
these studies have principally exam-
ined how supply chain participation
and SCM can reduce cycle times,
which is the amount of time the pur-
chasing process takes from start to
finish (e.g., Hult et al, 2002). While
increasing our awareness of the de-
terminants of reduced cycle times,
these studies offer limited insights
into how supply chains shape other
dimensions of firm performance, as
well as identifying key enablers of
supply chain effectiveness.

Because of the increasing impor-
tance of SCM and supply chains in
general, a study exploring the ante-
cedents (i.e., enablers) and outcomes
of effective SCM seems both timely
and warranted. Our overriding objec-

tive is thus to improve our under-
standing of supply chains and how ef-
fective SCM contributes to focal firm
performance. Considering the nas-
cent stage of this research stream, we
used an inductive exploratory ap-
proach by interviewing 46 experi-
enced supply chain executives in four
focus groups. The executives placed
an extraordinary weight on knowl-
edge-related topics, which led us to
triangulate findings with extant re-
search on the KBV. The focus group
findings reveal the importance of sev-
eral enabling factors as well as impor-
tant outcomes of SCM. Drawing on
these findings and extant research,
we develop propositions and a testa-
ble model outlining several antece-
dents and outcomes of effective SCM.
This research should equip those in-
terested in supply chains with several
practical implications and offer guid-
ance regarding how to improve sup-
ply chain effectiveness.

In the subsequent sections, we de-
scribe the research method used for
this study and the characteristics of
our sample. Second, we report the
key findings from executives regard-
ing activities that enable effective
SCM as well as the outcomes of effec-
tive SCM. We blend these findings
with extant research to propose a test-
able model. The final section outlines
implications, limitations, and future
research directions.

RESEARCH METHOD AND
SAMPLE

When a research area is entering
uncharted territory, the understand-
ing of complex relationships is aided
by exploratory research grounded in
theory (Simmonds et al, 2001; Weis-
inger et al, 2006; Weitz and Jap,
1995). Because most existing work on
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supply chains is conceptual or relies
on only two supply chain nodes (e.g.,
supplier and customer), we used ex-
ploratory methods to better under-
stand the antecedents and outcomes
of supply chain effectiveness. More
specifically, we sought to understand
(1) what constitutes supply chain ef-
fectiveness, (2) how supply chain ef-
fectiveness shapes firm performance
(i.e., firm-level outcomes), and (3)
what mechanisms enable chain mem-
bers to collaborate and share knowl-
edge more effectively (i.e., antece-
dents or enablers).

To aid our efforts, we conducted
semi-structured focus group inter-
views with 46 supply chain executives
in four cities across the United States.
Although the nature of executives’
employers is to be kept confidential,
executives were employed in a wide
range of industries, such as computer
hardware manufacturing, biotechnol-
ogy, telecommunications, and air-
lines, among others. Executives were
identified via the Institute for Supply
Management (ISM) and were inter-
viewed by two of the study’s co-au-
thors. The interviewers approached
the focus groups with two main ob-
jectives: (1) to understand key ways
that effective SCM helps firms com-
pete in today’s fast paced global econ-
omy and (2) to identify key SCM skills
and enabling factors. In particular,
the interviewers began the focus
group sessions by making the follow-
ing statement: ‘“We would like to un-
derstand the major changes and
trends that are occurring in the sup-
ply chain environment today and in
the future, and what these changes
mean for the knowledge and skills
sets that your managers need today
and in the future.” The responses
from focus group participants were
recorded and transcribed into notes.

To better understand the antece-
dents and outcomes, we content-an-
alyzed the notes based on the ap-
proach suggested by Miles and
Huberman (1984). The first step was
to analyze the text from the notes to
identify potentially important con-
cepts (Suddaby, 2006). In particular,
we culled the notes to identify con-
cepts that respondents attached to
supply chain effectiveness. If, for ex-
ample, 16 respondents highlighted
the importance of negotiation skills
to supply chain effectiveness, we re-
corded that respondents highlighted
negotiating skills 16 times. In short,
the first step involved analyzing the
text to identify important concepts,
and then recording the number of
times a concept was discussed.

The second step was to classify con-
cepts into latent variables (Isabella,
1990). In particular, distinct variables
began to emerge as our analysis un-
folded. For example, many respon-
dents asserted that communication
(22) and computer skills and knowl-
edge (24) would aid in supply chain
functioning. Thus, we created two
variables to account for these skill
types. After settling on latent variable
classifications, we created larger fac-
tor categories. For example, we con-
sidered communication and com-
puter skills as broad knowledge and
skills (i.e., not specific to SCM) and,
thus, created the factor category
“Broad Skills and Knowledge.” We
similarly developed factor categories
for other supply chain concepts.

The third step involved investigat-
ing patterns and relationships among
the factor categories (Miles and Hub-
erman, 1984). For example, we ex-
amined the notes for links, such as
how skills and knowledge enable
knowledge sharing or how knowledge
sharing enables improved supply
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chain performance. The fourth step
was to develop a model based on the
factor categorizations and linkages,
taking into account current research
on the topic areas (Hale et al., 2006).

FINDINGS AND DISCUSSION

Based on executives’ responses, we
identified several antecedents and
outcomes of effective SCM. Table 1
lists the antecedents and outcomes
we identified via content analysis, and
provides the overall number of exec-
utive comments (i.e., comment fre-
quency) as well as the number of
unique executives (i.e., participant
frequency) who commented on a re-
spective antecedent or outcome.
Drawing on the frequencies, but
guided by extant research, Figure I
depicts our overarching model. The
model highlights the role of skills and
knowledge, technology, and trust,
and how these factors relate to knowl-
edge sharing, supply chain effective-
ness, and focal firm performance.

Antecedents of Supply Chain
Effectiveness

Skills and Knowledge. Sir Francis Ba-
con once said that ‘‘knowledge is
power.”” Our focus groups revealed
that supply management executives
believe not only that knowledge is
power, but that knowledge is also a
core antecedent of supply chain ef
fectiveness. In particular, our analysis
of executive responses yielded two
distinct skills and knowledge dimen-
sions—(1) broad business skills and
knowledge as well as (2) specialized
supply chain management skills and
knowledge—that are central to a
chain’s functioning.

Regarding broad skills and knowl-
edge, executives discussed the impor-

tance of interpersonal communica-
tion, computer/Internet, customer,
project management, leadership, and
negotiation skills as well as the expec-
tation that supply chain professionals
carry out tasks ethically. Regarding
specialized skills and knowledge, ex-
ecutives highlighted the need for sup-
plier relationship management and
coordination, materials manage-
ment, quantitative measurement
(i.e., supplier performance metrics),
market analysis, legal and risk man-
agement skills and knowledge. As
shown by the 95 comments by 36 ex-
ecutives, a dominant theme that
emerged was the increasing impor-
tance of skills related to managing
and coordinating supply chain rela-
tionships.

In addition, numerous participants
believed that supply chain profession-
als should possess broad business
skills and knowledge, stating that pro-
fessionals need to possess ‘‘economic
literacy and industry knowledge’’ and
also be capable of ‘“‘specifying mate-
rials and qualifying the right sup-
pliers.” Thus, not only must these
professionals be business generalists,
but they must also possess specialized
supply chain skills and knowledge
that can help their firm strategically
manage its supply base. Indeed, one
respondent asserted: ‘‘Our purchas-
ers need to be able to connect the
dots. It’s that understanding of the
entire supply chain. They really need
to understand our business and our
internal and external customers.
When they understand this, they are
better prepared to write supply agree-
ments’’ and, thus, leverage the supply
chain. This statement highlights that
supply chain professionals need to
possess the requisite broad ‘‘big pic-
ture”’ business skills and knowledge
as well as specific supply chain skills
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and knowledge to help firms achieve
maximum supply chain effectiveness.
As one participant put succinctly, sup-
ply chain professionals need to
““think through the whole life cycle of
designing for manufacturability, new
product introduction, look at the life
cycle management, obsolescence risk
and implications, whether to deploy
and how to position inventory, and

how to use logistics to good advan-
tage.”’

Such skills and knowledge seem to
be increasingly important today, es-
pecially since one of the most sub-
stantial business trends is the move
from adversarial to collaborative
buyer/supplier relations (Bowersox
et al., 2000). Today, supply chain pro-
fessionals possessing high levels of

Table 1
Executive Responses for Each Factor

Broad Skills and Knowledge

Comment Frequency®

Communication

Computer

Understanding End Customer
Project Management
Leadership

Negotiation

Ethics

Participant Frequencyb

48

42 24

41 22

32 21

25 16

22 16
7 4

Specialized Supply Chain Skills and Knowledge

Supplier Relationship Management

and Coordination 95 36
Materials Management 78 33
Metrics 53 40
Market Knowledge 38 26
Legal Issues 37 30
Risk Management 22 15

Technology
Electronic Research 13 9
Translation Software 2 2
Integrated Systems for E-business Scheduling 2 2
Risk-sharing 19 16
Sharing Lead-time Information 2 2
Supplier Consolidation 2 2
Sharing Cost Information 1 1
Co-location 1 1
Gain Sharing 1 1

*The overall number of executive comments about a variable.
YThe overall number of unique executives who commented about a variable.
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Table 1 (Continued)
Executive Responses for Each Factor

Knowledge Sharing

Cross Functional Product Development Teams
Virtual Teams and Net Meetings
Customer Meetings

Supply Chain Effectiveness

Remove Unnecessary Parts and Processes
Lower Inventories

Improved Productivity

Cycle Time Reductions

Enhanced Responsiveness

Comment Frequency® Participant Frequency®
27 22
13 11
4 3
42 27
19 14
9 8
4 4
4 4
1 1

Enhanced Product Development

Focal Firm Performance

Higher Profits via:
Lower Costs
Increased Product Value

58 31
1 1

°The overall number of executive comments about a variable.
®The overall number of unique executives who commented about a variable.

both broad and specific supply chain
skills and knowledge can help lever-
age their firms’ supply chains (Das
and Narasimhan, 2000), knowing
that selecting and collaborating with
strong supply chain partners can ben-
efit their firm, especially when knowl-
edge is shared.

Since the supply chain manage-
ment function is at the center of these
efforts, it is perhaps not surprising
that one supply chain executive
stated that the function is no longer
“viewed as a tactical department
where purchase orders are just
rubber stamped and other employees
offer no respect. That has changed.”
Instead, supply chain professionals
possessing  specialized knowledge
who are capable of implementing
successful sourcing and knowledge-
sharing tactics are recognized as stra-
tegic assets, which can ultimately im-
prove their firm’s performance. As

such, the executives pointed to what
Cook and Brown (1999) have called
the generative dance between organ-
izational knowledge and organiza-
tional knowing. Executives look for
the knowledge possessed by them-
selves and supply chain partners and
the way in which together they can
contribute to the supply chain. But
perhaps more important is the em-
phasis on supply chain members’
skills to work together in the chain.
This could be referred to as supply
chain knowing, as the members to-
gether learn how to use the knowl-
edge they hold collectively. The result
of increased skills and knowledge is
that the supply chain collectively can
better share this knowledge. Thus,
SCM involves the development of
skills and knowledge of the various
supply chain members in order to en-
able knowledge sharing across the
chain.
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Figure 1
How Supply Chain Effectiveness Shapes Focal Firm Performance
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Proposition 1: Skills and knowledge of sup- changes have dramatically increased
ply chain members enable knowledge shar- the speed of ¢ ommunication and re-
ing al ly chains. . . .
ing Fong supply chains duced its costs. This has had a consid-
Technology. While knowledge pro- erable impact on the introduction of
vides the foundation for SCM com- new organizational forms such as in-
petitiveness, technology facilitates the teractive and virtual team structures
diffusion of this knowledge through- (Fulk and DeSanctis, 1995). The ex-
out the chain. Recent technological ecutives expressed that this evolution
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also has enabled SCM effectiveness.
The operating speed of technology
enables interfirm collaboration,
which allows for improved informa-
tion and knowledge sharing. As high-
lighted in Table 1, participants iden-
tified three key technological factors
that aid in such efforts, including
electronic research, translation soft-
ware, and integrated systems for
scheduling and payments. Whereas
translation software and electronic
research capabilities aid in the search
for prospective supply chain partners,
systems integration aids in informa-
tion sharing. One participant be-
lieved that systems integration was
critical to managing the chain be-
cause other supply chain participants
become ‘‘extensions of the com-
pany.” Thus, appropriate links need
to be established to facilitate infor-
mation sharing via technologies such
as enterprise resource planning sys-
tems (ERP) and collaborative fore-
casting systems. Such systems affect
both how and the extent to which in-
formation and knowledge is shared.
As one participant put it, integrated
systems ‘‘enable us [our firm] to re-
spond immediately. We can also see
all the way back into not only our ex-
isting supply, but all our other supply
chain participants. As our environ-
ment becomes more dynamic, which
seems to be where we're headed, this
becomes more critical.”

Extant research supports the no-
tion that technology is a key ingredi-
ent to supply chain effectiveness.
Since technology is becoming a pop-
ular way to coordinate activities
within and between firms (Beal and
Thomas, 2004; Kumar and van Dissel,
1996), it has enabled more effective
interfirm collaboration by improving
information timeliness and accuracy
as well as justin-ime purchasing

techniques (Dyer and Singh, 1998;
Kaynak, 2005). The Internet and
electronic data interchange (EDI),
for example, have proven to be effec-
tive knowledge-sharing methods that
enable cost improvements by simpli-
fying tasks (Croom, 2000). In addi-
tion, electronic Collaborative Plan-
ning Forecasting and Replenishment
(CPFR) systems have proven to save
firms along the supply chain inven-
tory while still maintaining or im-
proving customer service (Anton-
nette et al, 2002). Firms lacking such
technology may, thus, be at a com-
petitive disadvantage. Given this,
technology is a key requirement to
improving information and knowl-
edge flows that enable enhanced sup-
ply chain effectiveness.

Proposition 2: Technology enables knowl-
edge sharing along supply chains.

Trust. Trust is the willingness to be
vulnerable in a relationship; it lubri-
cates interactions between firms
(Ring and Van de Ven, 1992). Our
focus groups revealed that trust does
indeed lubricate the supply chain;
without it, knowledge that can lead to
improved supply chain effectiveness
will not be shared. As shown in Table
1, the trust variables that emerged
from our focus group interviews in-
cluded: collaborative risk-sharing
(e.g., joint product development),
sharing lead-time and cost informa-
tion, co-location (i.e., when a supplier
or supply chain partner is located in
a buyer’s or customer’s facility, such
as a Proctor and Gamble representa-
tive located at Wal-Mart headquar-
ters), and collectively sharing eco-
nomic gains. Trust was also built by
working with a limited number of
chain participants (i.e., supplier con-
solidation). Regarding the sharing of
cost information, one participant said
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that “‘when you have a basic under-
standing of what the profit margins
are with suppliers, you can negotiate
around them rather than just guess-
ing.”” Another trust factor was co-lo-
cating with other chain participants.
As one participant put it, ‘‘co-location
creates intimacy,”” which enables in-
formation and knowledge to be trans-
ferred more readily. In addition, the
most important trust factor was shar-
ing risk along the chain, such as in
joint investments.

Research also supports the notion
that trust is important in collaborative
exchange. Downey and Cannon
(1997) view trust as a two dimensional
construct. The first dimension in-
volves perceived credibility and be-
nevolence (i.e., that the exchange
partner is credible and that their
word or written statement can be re-
lied upon). The second dimension
involves the extent to which one part-
ner is genuinely interested in the
other party’s welfare and motivated
to seek joint gain. The knowledge-
based view emphasizes that trust is
key to developing an atmosphere
conducive of sharing knowledge
(Dhanaraj et al., 2004; Kogut and Zan-
der, 1992). While the availability of
knowledge and skills foster the ability
to share knowledge, and technology
creates the opportunity to share
knowledge through supply chain
links, trust is key for developing a mo-
tivation to share knowledge among
supply chain members (cf. Adler and
Kwon, 2002). Trust is, thus, a key an-
tecedent to information and knowl-
edge sharing (Handfield and Be-
chtel, 2002), especially since sensitive
information is not shared with firms
or individuals lacking trust (William-
son, 1985). Accordingly, we contend
that trust ultimately paves the way for
collaborative supply chain relation-

ships and, consequently, shapes the
extent of knowledge sharing across a
chain.

Proposition 3: Trust enables knowledge
sharing along supply chains.

Knowledge Sharing. When exchange
partners nurture close, collaborative
ties, they can learn innovative new
practices from one another (e.g.,
Dyer and Nobeoka, 2000; Hamel,
1991; Powell et al., 1996). At the core
of the KBV is that a key source of com-
petitive advantage is knowledge shar-
ing because it allows for the effective
combination of knowledge that
makes the creation of new knowledge
possible (Kogut and Zander, 1992).
Similarly, knowledge sharing im-
proves supply chain effectiveness. As
revealed by focus group interviews
and highlighted in Table 1, there are
several available methods to imple-
ment knowledge sharing. These tech-
niques include cross-functional prod-
uct development teams, virtual teams
and net meetings, as well as regular
meetings with other chain partici-
pants (particularly customers).

Assembling product development
teams that contain people not just
from different departments within
the same firm, but also from key func-
tions of other firms, can be an impor-
tant knowledge-sharing and learning
mechanism for a chain. One partici-
pant said that ‘‘we need to bring our
partners into the design process early
enough so they can see what the par-
ameters of a particular piece of equip-
ment are, understand what the cost
issues are, understand what our target
pricing is, and what we have to do to
get to that target cost.”” Doing so “can
free up a great deal of creative energy
where our partners can contribute to
solutions that can reduce costs.”
Some participants go so far as to
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bring in supply partners to meet with
customers. One participant said their
firm “‘goes to the highest level and
gives them the name and face of a pa-
tient just to prove what happens if
their needs are not met.” Virtual
teams and net meetings enable in-
creased knowledge sharing in that con-
ducting regular meetings allows chain
participants to share knowledge about
innovations and product deficiencies
so that the chain can become more ef-
ficient and/or end-product quality can
consistently improve.

Research supports the notion that
such knowledge sharing across firms’
boundaries can improve focal firm
performance. Uzzi (1996), for exam-
ple, found that close partners
exchange proprietary and tacit infor-
mation, which improves performance
through enhanced transaction effi-
ciency and environmental responsive-
ness. In the biotechnology industry,
Powell et al. (1996) showed that close
ties with small partners can improve
larger firms’ knowledge development
and application abilities. These newly
acquired abilities enable exchange
partners to improve their rate and
quality of innovations. Studying a
large, integrated supply chain, Hult
and colleagues (2002) found that
“cultural competitiveness’’ within
supply chains reduces cycle times.
Cultural competitiveness is an intan-
gible resource derived from the spirit
and extent of learning, entrepreneur-
ship, and innovativeness (Hult et al.,
2002). It was also found that cultur-
ally competitive supply chains fill
market gaps by creating environ-
ments that embrace innovation,
learning, and entrepreneurship
driven by knowledge-sharing efforts.
Finally, Dyer and Hatch (2006) re-
cently showed that when compared to
U.S. automakers using the same sup-

plier, Toyota shared more knowledge
and learned more, thereby produc-
ing lower defect rates. Taken to-
gether, this suggests that chain partic-
ipants can share knowledge and learn
from other supply chain participants,
which can be leveraged to improve
the overall chain’s performance.
Proposition 4: Knowledge sharing along

supply chains enables supply chain effect-
iveness.

Supply Chain Effectiveness and
Focal Firm Performance

Our focus group participants as-
serted that supply chain effectiveness
€NCOoMmpasses numerous outcomes,
including the reduction of unneces-
sary activities, lower inventories, pro-
ductivity improvements, cycle time re-
ductions, as well as enhanced
responsiveness and product develop-
ment capabilities. Unlike the previ-
ous sections, however, where we re-
lied heavily on participants’
responses, this section mainly relies
on the supply chain and management
literatures to link how knowledge
sharing shapes both supply chain ef-
fectiveness and firm performance.
Broadly speaking, the supply chain
literature highlights several impor-
tant SCM goals; these goals can be
categorized as both short term and
long term. These goals corroborate
focus group findings.

In the short term, for example, sup-
ply chain goals include reducing cy-
cle times, increasing productivity,
and lowering inventories (Wisner and
Tan, 2000). In the long term, on the
other hand, supply chain goals in-
clude enhancing product develop-
ment and removing unnecessary
costs, which either increase customer
value or reduce costs—key sources of
sustained competitive advantages
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(Barney, 1991; Porter, 1980; Tan,
2002). The ultimate measure of an ef-
fective supply chain is the firm’s per-
formance. These SCM executives re-
alized that reduced costs was one of
their most important goals. Indeed,
reduced costs was a major goal toward
improved firm performance as indi-
cated by the 58 responses by 31 ex-
ecutives. This indicates that these ex-
ecutives operate under a continuous
mandate from their top management
teams to continually reduce costs.
The increased competitiveness
gained through reduced costs ena-
bles increased market share and im-
proved customer satisfaction. The ul-
timate result of these improvements
is typically increased profits for all
chain members (Tan, 2002).

Reducing costs and increasing
profits along the supply chain has cre-
ated new market opportunities. In
fact, some have argued that compe-
tition is now ‘‘chain-to-chain’’ rather
than between individual firms (Vick-
ery et al., 1999). Providing evidence
for this assertion, our focus groups re-
vealed that the majority of firms in
our study now view the world differ-
ently, and participants mainly view
supplier relations as ‘‘win/win”
through ‘‘co-development and de-
sign, resource sharing, and risk and
reward sharing.” Through knowl-
edge sharing, supply chain members
can more effectively manage their
chains and, as a result, reduce costs
for focal firms and increase the value
they can deliver to their partners up-
stream in the chain.

Proposition 5: Supply chain effectiveness
enables improved focal firm performance.

IMPLICATIONS AND
CONCLUSION

Before outlining the implications
of our study’s findings, two main lim-

itations merit attention. First, al-
though the 46 focus group interviews
provided exposure to diverse organi-
zations from several industries, the
antecedents and outcomes of supply
chain effectiveness could be studied
in a larger sample. Such efforts would
likely identify additional antecedents
and outcomes as well as increase
some aspects of our study’s general-
izability. Second, our study simply of-
fers propositions and a testable
model. If we had empirically tested
the model, then we could have made
stronger assertions about the find-
ings. This, however, opens up a po-
tentially fruitful avenue for future re-
search.

In spite of these limitations, we be-
lieve this study provides several im-
portant contributions. The study’s
core implication supports extant re-
search-—when independent firms col-
laborate and share knowledge with
others, they can achieve advantages
beyond what could be achieved in
arm’s length exchange (Dyer and
Singh, 1998; Dyer and Hatch, 2006).
In many supply chains, the advan-
tages accrued by the entire chain
translate into higher profits for all
chain participants (Crook and
Combs, 2007). But, what is required
to increase supply chain effectiveness
and, thus, obtain higher profits from
the chain? Our results suggest that
the answer lies, in part, within the
chain participants’ specialized knowl-
edge, aided by technology and trust.
If this is the case, a key managerial
implication is that organizations must
be willing to make investments in
training and development geared to-
wards creating a more diverse and
knowledgeable workforce (Huselid,
1995; Richard and Johnson, 2001). A
related implication is that organiza-
tions should also be willing to make
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the requisite investments in systems
integration efforts and find ways to
improve trust and collaboration
through means such as co-location.
Other implications include that the
supply chain can function as an effec-
tive knowledge-sharing mechanism
and that supply chain professionals
can act as critical knowledge-integra-
tion mechanisms. Indeed, the execu-
tives in our sample made important
knowledge-based considerations in
their efforts to improve supply chain
effectiveness. As such, a KBV on sup-
ply chains emerged as a dominant
perspective. Future research can fur-
ther develop this theory. For exam-
ple, future inquiry can more closely
examine contextual factors, such as
absorptive capacity of supply chain
members (Cohen and Levinthal,
1990), as well as procedural factors,
such as the partners’ motivation to
share knowledge, as enablers of
knowledge sharing across the supply
chain. More generally, a key area for
this emerging research stream is to
explore how supply chain partners
become a source of new knowledge.
Although our study reveals some
key antecedents (i.e., knowledge,
technology, and trust) to knowledge
sharing and supply chain effective-
ness, more research is needed to gain
insight into other key success factors.
One potentially fruitful line of in-
quiry would be to differentiate be-
tween supply chains that share a com-
mon culture and those that do not
(Hult et al., 2002). Another area of in-
quiry would be to assess not just com-

patible exchange partners, but also to
examine how chain members nego-
tiate contracts in ways that lower
exchange costs over the long term
(Artz and Norman, 2002) and how
this negotiation process affects sub-
sequent knowledge sharing. And fi-
nally, more research into the appro-
priate application of technology
enabling supply chain success ap-
pears warranted (Kaynak, 2005).

In conclusion, this study sought to
improve our understanding of the
sources of effective SCM and how ef-
fective SCM shapes focal firm per-
formance. By interviewing 46 supply
management executives and blend-
ing findings with extant research, we
take a step toward achieving these
goals. In particular, we found that the
supply chain appears to be a poten-
tially important source of improved
performance. Such improvements
are increasingly possible if firms pos-
sess skillful supply chain manage-
ment professionals who leverage
technology to enable change and
nurture trust. For researchers, our
study suggests that more efforts
should be directed towards under-
standing key antecedents of supply
chain effectiveness. For managers,
our study suggests an increased need
for emphasis on managing the supply
chain and the key role that knowl-
edge sharing plays in effective supply
chains. More broadly, collaborative
inter-organizational  relationships,
such as supply chains, can be strategic
weapons geared towards improving
focal firm performance.
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A growing body of research suggests that firms who effectively
manage their supply chains can realize improved perform-
ance. To provide more specific insights into the key antece-
dents and outcomes of supply chain effectiveness, we report
findings from focus groups involving 46 supply chain execu-
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manage their supply chain. The proposed supply chain
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The question of how creditors influence firm investment de-
cisions, and how shareholders compare to creditors in that
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