COORDINATION MODALITIES AS VEHICLES FOR
SUCCESSFUL LEARNING SUPPLY CHAIN PARTNERSHIPS
Nataša RUPČIĆ
University of Rijeka, Faculty of Economics
Marijana JAKOPIČ
Collegium Fluminense Polytechnic of Rijeka
Abstract
Effective supply chain management requires the creation of synergistic relationships between
the supply and distribution companies with the objective of maximizing profitability and
customer satisfaction. It has the purpose to leverage skills and capabilities of member
companies, besides achieving individual gains in efficiency, especially cost savings. Castells
(2000) has argued that the new economy is fundamentally distinct from the traditional
business making due to its superiority gained through the effective use of information
(knowledge), global concepts (organized on a global scale), and networks among economic
agents (interaction among business networks). However, it is the relationships and
established knowledge networks that are truly valuable not only because they ensure
knowledge availability, but because they propel continuous learning (Scherer, 2000).
Learning supply chain partnerships nourish the learning orientation by continuously
discovering learning opportunities across the integrated supply chain. The aim of this study is
to identify a framework of coordination modalities required for integrating processes within a
learning supply chain partnership in order to develop and sustain its learning orientation.
For that purpose four learning partnership coordination modalities have been identified:
partnership knowledge management, partnership organizational learning, learning
partnership culture and transformational leadership*.
Keywords: learning supply chain partnerships, coordination modalities, organizational
learning
JEL classification codes: L22, D83, M11

Introduction
A supply chain is composed of trading partners interconnected with flows of financial,
informational and material nature (Fugate et al., 2011). The attempts to integrate the valueadded network to achieve both customer value and competitive advantage are referred to as
supply chain management (Spekman, et al., 1998). Supply chain and logistics management
therefore deals with actions that could increase quality of product/service realisation, whether
in aspects of service delivery speed, innovative design of products/services, better
communication between providers and customers, their cooperation in products/services
improvements and the like.
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Globalization has had a large impact on supply chain and logistics management since it
provoked market transformations making them more dynamic and customer oriented. Castells
(2000) has argued that the new economy is fundamentally distinct from the traditional
business making due to its superiority gained through the effective use of information
(knowledge), global concepts (organized on a global scale), and networks among economic
agents (interaction among business networks). Intra-firm and inter-firm restructuring along
with connections among enterprises significantly contributes to modern competitiveness
(Chapman and Soosay, 2003). Global competition, product and service customisation and
diversity, as well as technological advances therefore stimulate supply chain managers to
strive for various forms of collaborations across the supply chain.
Hacki and Lighton (2001) have argued that network companies excel because they leverage
resources of partner companies and therefore require less capital to own assets leading to
increased revenue and subsequently profits. However, it is the relationships and established
knowledge networks that are truly valuable not only because they ensure knowledge
availability, but because they propel continuous learning (Scherer, 2000). Kandampully
(2002) has argued that this continuously updated “amorphous knowledge resource”, resulting
from a network of partners, represents a firm’s core competency. Supply chain partnerships
should therefore continuously discover learning opportunities across the integrated supply
chain and transform themselves into learning supply chain partnerships. Coordination
modalities should be established not only to avoid dysfunctional operational performance and
manage interdependent processes, but also to improve joint learning and knowledge exchange
in order to enhance behavioural variety.

The importance of the learning orientation – building learning supply chain
partnerships
Reasons companies engage in partnerships include asset/cost efficiencies; customer service
improvements; marketing advantage and profit stability/growth (Lambert et al., 1996). Supply
chain and logistics partnerships can yield benefits in terms of lowering costs through
integration, reorganization, optimization, technology introduction etc. reflected in the
reduction of ordering costs, delivery or transportation costs, handling costs together with
improvements in product handling, packaging costs, information costs or product costs. On
the other hand revenues can be increased through customer service improvements in the form
of reduced inventory, shorter cycle times, provision of timely information (Weitz and Jap,
1995) etc., but also through marketing in terms of providing product and service information
to customers previously unavailable, entering new markets and improving elements of the
marketing mix (Oliver, 1990). Partnerships can therefore provide joint usage of assets,
reduced variability in sales, as well as long term commitment for joint improvements
(Noordeweier, et al., 1990) leading to higher asset/cost efficiencies, profit stability as well as
increased growth potentials through innovation. Three interrelated factors are responsible for
supply chain innovations: technology, knowledge and relationship networks (Kandampully,
2002). Partnership relationships are therefore viewed as critical for the success of supply
chain management and as a means to achieve competitive advantage.
Recently emerged service-dominant (S-D) logic (Lusch and Vargo, 2006) suggests that value
can only be created and co-created by customers and providers engaging in the dialogue
during product design, production, delivery and consumption. The process can in fact be
described as an exchange of information and knowledge between supply chain members in
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the dialogue with customers. Knowledge has been identified as the core driver for gaining
competitive advantage (Inkpen, 1998; Gummsesson, 1999). However, knowledge and
information can neither originate only from customers or from within the company. It is
important that companies keep track of developments and trends in its relevant environment
that is dynamic and is continuously gaining in complexity. That is why networks of
relationships represent effective sources of learning and knowledge.
Exchange of ideas between supply chain partners has been identified as the most important
reason for forming and maintaining supply chain partnerships (Bowersox, 1990). It has been
identified that the formation of partnerships reduces the risk that the knowledge will dissipate
quickly (Powell, 1987). World class companies (Spekman et al., 1998) are currently
increasing their efforts to optimize and align information and knowledge flows thorough the
entire value-added network to meet rising stakeholder expectations. Since many companies
involved in supply chain partnerships represent different stages of the value chain with little
threat of becoming a future competitor, information and knowledge are more likely to flow
(Moore and Cunningham, 1999). Partnerships can therefore be viewed as great platforms for
learning, especially when there are differences in capabilities, which can serve as a catalyst
for learning. In that way if and when individual expertise is shared throughout the logistically
integrated system gradual or breakthrough improvements can emerge more easily.
Partnerships are evolutionary in nature and usually go though cycles of forming, re-evaluation
and behavioural and organizational readjustments, based on the process of learning and
knowledge acquisition. It can therefore be suggested that supply chain partnerships should
nourish and sustain the learning orientation. A learning orientation is conceptualized as a set
of values that influence the degree to which an organization is satisfied with its theories in
use, mental models, and dominant logic, which may or may not have their base in the
marketplace (Baker and Sinkula, 1999). Learning orientation is directed at stimulating
adaptive and introducing generative learning as corporate core competencies. It accentuates
the propensity to generate intelligence and knowledge and ensures its organization-wide
understanding and implementation. Companies that are developing the learning orientation
constantly question the implemented procedures, assumptions and courses of action
embedded in mental models (Rupčić, 2006). By nourishing the learning orientation supply
chain partnerships acquire the characteristics of a learning partnership enabling them to
successfully respond to turbulent market conditions.
Learning orientation is the basis for the development of the logistics learning capability
(LLC). It can be defined as the ability to 1) effectively maintain and manage learning
organization characteristics and 2) convert learning outcomes to new management strategies,
tactics and operations (Esper et al., 2007). Logistics learning capabilities operationalized in
the form of new strategies, tactics, operations, systems, procedures, rules etc. represent the
novel form of logistics knowledge embedded in the knowledge repository. Sandberg and
Aman (2010) suggest logistic learning capability should be observed as a function of four
elements: a cultural component, shared vision and commitment to learn; a structural
component, or organisational design that facilitates learning; a relational component, or
ability to closely cooperate and learn from other partners; and a temporal component, i.e.
speed of learning. When supply chain partners manage to implement those four constructs
they increase their chances of meeting the “logistic leverage”.
Learning supply chain partnerships undergo several stages of development (cf. Inkpen, 2000).
The first stage is the formation stage. In the next stage future partners recognize a common
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ground for partnership development and determine legal framework of the agreement. Prior
experience in a partnership is very beneficial in this, but also other stages. It is especially
important for partners to specify what valuables partners bring into the relationship. A second
stage refers to the acquisition of knowledge and the integration of that knowledge into the
repository. The third and final stage is the application of the acquired knowledge. Companies
may be exposed to new knowledge by several different learning processes such as congenital
learning, experimental learning, vicarious learning, searching and grafting (Huber, 1991). The
latter is especially valuable as it refers to the sub-process by which organizations increase
their repository by acquiring knowledge previously unavailable within the organization.
Knowledge acquired in the learning phase is further implemented in the innovation phase
with the aim to create innovative service solutions for the customer satisfying the
requirements of quality, efficiency, effectiveness and/or relevancy. Interactions and
communication especially developed in the learning phase lead to better understanding of
mutual goals and stimulate the continuation of the learning and value creation relationship.
Successful learning supply chain partnerships therefore evolve through a sequence of iterative
and interactive learning-re-evaluation-readjustment cycles (Doz, 1996).

Coordination modalities for learning supply chain partnerships
The question of choice of appropriate coordination mechanisms is the most important
management issue within the supply chain. Ganesan (1994) describes coordination as
“responding to or adjusting operational output of one entity to meet the demand requirements
of other entities in the supply chain.” Within the supply chain Simatupang et al. (2002) view
coordination as an act of properly combining (relating, harmonizing, adjusting, aligning) a
number of objects (actions, objectives, decisions, information, knowledge, funds) for the
achievement of the chain goal. Dysfunctional performance due to poor coordination can be
reflected in higher inventory costs, longer delivery times, higher transportation costs, higher
levels of loos and damage and lower customer service (Lee et al., 1997).
Various coordination mechanisms and modalities have been identified in the literature. Van
der Ven et al. (1976) identify three kinds of coordination mechanisms –impersonal (plans and
rules), personal (vertical supervision), and group (formal and informal meetings). McCann
and Galbraith (1981) analysed coordination strategies based on three dimensions: formality
(from personal to formal meetings), level of control, and decision localization (centralisation
vs. decentralization). Revenue sharing (Giannoccaro and Pontrandolfo 2004; Cachon and
Lariviere 2005) and decision-support models for specialized systems (Xiao, et al., 2005) have
recently been identified as supply chain coordination mechanisms. Gundlach et al. (1995)
propose norms as coordination mechanisms especially regarding teamwork. However, norms
such as flexibility, restraint use of power, harmonization of conflict etc. represent a general
approach to coordination and require further concretization. Fugate et al. (2011) suggest price
coordination mechanisms (such as quantity discount pricing schemes, buy back and returns
policies and a two-part tariff), non-price coordination mechanisms (such as quantity flexibility
contracts, allocation rules, promotional allowances, cooperative advertising and exclusive
dealings/territories) and flow coordination mechanisms designed to manage product and
information flows in supply chains.
Partnership success highly depends on the implementation of appropriate coordination
modalities. Coordination modalities determine the quality of the relationship alignment,
which can be assessed according to the power exercised, information asymmetry removed,
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information and knowledge shared, but above all the level of established trust. Supply chain
partnership coordination mechanisms can be formal in terms of implemented systems,
processes, procedures and guidelines, as well as impersonal in terms of beliefs, traditions and
values embedded in the culture. The compatibility of previously established beliefs, traditions
and values among newly gathered entities will strongly determine the degree of the strategic
fit achieved among partners and help eliminate resource asymmetries. However, the degree of
strategic fit will be most effectively improved by joint learning. Previous studies have proved
the veracity of that conclusion. Lee (2000) provided a concept of supply chain integration
consisting of information sharing, logistics coordination and organizational relationship
linkages, which was later empirically tested by Pyke et al. (2000). Simatupang et al. (2002)
proposed a framework identifying four types of coordination modes: logistics
synchronisation, information sharing, incentive alignment and collective learning.
The aim of this paper is to design a framework of coordination mechanisms integrating efforts
of the supply chain partners in order to sustain the partnership learning orientation. In that
way this paper shares the context suggested by Simatupang et al. (2002), expanding it to
reflect the possibility of instilling and sustaining learning orientation by achieving the best fit
among partners. This framework is also built upon the idea of mutuality referring to a
combined effort among independent firms (MacNeil, 1980). The mutuality of coordination
consists of complementarity of processes and coherency of understanding (Simatupang et al.,
2002) among partners, while the focus in this paper is on emphasising strategic and
organizational level. Simatupang et al. (2002) defined the mutuality of coordination as the
underlying values of responsibility among partners with a strong emphasis on sustaining
relationship in order to build an effective goal attainment. Complementarity of processes in
our framework refers to how partnership members collectively manage interdependent
learning activities and encompasses the processes of knowledge management and
organizational learning. These processes are highly intertwined and lead to the increase in
mutual values based on learning. Partnership members should synchronize decision making
about value creation by ensuring the flow of knowledge and information by coordinating
activities of knowledge management and organizational learning.
Coherency refers to the degree of consistency of reasoning across partnership borders through
diffusing common understanding (Simatupang et al., 2002). In order to achieve the goal of
common vision and corresponding actions the implementation of transformational leaderships
and learning organizational culture has been proposed. Transformational leadership and the
learning culture can contribute to the alignment of purpose, goals, actions and context through
effective knowledge management and organizational learning.
The focus of coordination has been identified as strategic and organizational. The identified
dimensions represent management platforms between companies necessary to coordinate their
joint actions. Strategic level focuses on the integration of knowledge management processes
supported by transformational leadership. Organizational level focuses on the process of
organizational learning producing joint future actions based on the coherent value system
rooted in the learning organizational culture. As shown in Figure 1, four coordination
modalities can be identified based on the identified dimensions of mutuality of coordination
and focus of coordination.

1126

Figure 1: Learning supply chain partnership coordination modalities
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The proposed model is aimed at building a shared platform to sustain learning supply chain
partnerships by enhancing the processes of learning and knowledge exchange based on
developing new routines and processes supported by the learning culture and transformational
leadership. The proposed model to sustain learning supply chain partnerships is therefore
normative in nature. The desired outcome of the model is partnership synchronization with
recognizable improvement initiatives contributing to the value creation process but also
occasional necessary transformation of the partnership itself. Even though the components of
the model are given, their upgrading and redesign based on the newly acquired research
finding in the areas of supply chain management and the learning organization is an essential
prerequisite for the platform sustainability.

Partnership knowledge management
The essence of the firm lies in the ability to create, transfer, assemble, integrate and exploit
knowledge assets, a process known as knowledge management (Inkpen, 2000). The role of
successful knowledge management in supply chain partnerships is to enable continuous
improvement in the content and retrieval options of organizational repository. It should,
enable collection and retrieval of efficient procedures, methodologies, know how, best
practice documents, improvement options etc. When information is widely distributed in an
organization, retrieval efforts are more likely to succeed and learning on the individual and
organizational level is more likely to occur. Organizational repository or memory further
influences other phases of the knowledge management process (Huber, 1991). Information
acquisition is predominantly directed by what has been previously learned and that is stored in
the memory. Information contained in the memory also affects information distribution.
Information interpretation is dependent on the previously acquired knowledge stored in the
memory. Once the collective repository has been established, it should frequently be reevaluated and updated according to precisely developed criteria so to avoid storing of
invaluable and out-dated information.
Various software application packages, decision support systems, intranet can support
information sharing among partners. IT applications for partner orientation enable
participating members to gain visibility about customer demand, resource planning, contract
status etc. (Simatupang et al., 2002). Even though the process relies heavily on IT support,
one organizational entity in the integrated supply chain should claim the leadership role and
care for coordination of knowledge management efforts across the supply chain, especially
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those of filling joint repository with new information and knowledge. Since supply chain
partnerships usually function as a network, members should decide if all knowledge would be
available to every network node or availability and retrieval would be selective, based on
certain criteria, one of them being membership duration in terms of permanent or only parttime partnership participation.

Partnership organizational learning
Organizational learning is learning at a collective level that occurs as knowledge is
transformed from an individual to a collective state (Spender, 1996). Huber (1991) views
organizational learning as a multi faceted process. First of all, an organization learns if any of
its units acquires knowledge that it recognizes as potentially useful to the organization. In
addition, more organizational learning occurs when more and more varied interpretations are
developed, because it gives rise to a wider range of potential behaviours. Even more
organizational learning occurs when more organizational units develop uniform
comprehensions of various interpretations. Uniform refers to the understanding across units of
the possibility of different interpretations.
Based on the gained insight partners engage in periodic partnership re-evaluations leading to
behavioural changes and partnership adjustments. The cycle of learning-re-evaluationbehavioural changes is recurring and iterative leading to new cognition and learning as well as
better partnership adjustments. Successful joint resolution of problems and transfer of
knowledge regarding solutions enables partners to engage in single loop learning. The
feedback loop connecting joint outcomes and goals also represents the occurrence of single
loop learning. Phan and Peridis (2000) argue that participation in a partnership can trigger
second loop learning and therefore help create new knowledge. Double loop learning is
critical for the process of knowledge creation because it leads to altering the assumptions,
mental models and paradigms or the partnership value system (Phan and Peridis, 2000),
serving as a prism through which an organization interprets data and draws conclusions
regarding important areas such as inputs, technological process, and outputs but also the
business environment. When individual knowledge management and collective organisational
learning are developed and implemented in a satisfying manner, then it is up to partnership’s
management to make a final step towards complete synchronisation. Supply chain
synchronisation leverage is similar to anticipative management, since its main focus is to
recognize environmental changes early enough to enable partnership to react before they even
emerge. The need for deutero or triple-loop learning then emerges. Company’s mission is
being re-evaluated and the system continues to exist within novel organizational, economic or
legal boundaries.

Learning partnership culture
Learning orientation of supply chain partnerships should be based on creating a nucleus of
values and belief systems infiltrated into the partnership body in terms of structures, systems,
processes, procedures etc. and serving as a cohesive centripetal force. Those values help
individuals in the partner firms understand the functioning of the partnership and therefore
provide partnership behavioural norms reflected in shared mental models (cf. Deshpande and
Webster, 1989). A similar managerial philosophy should be shared in order to synchronize
partners’ behaviour reflected in the corporate culture and its suggested constituents:
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development of the learning orientation, long-term commitment and trust, strategic thinking
and system approach.
The learning partnership culture should be designed to motivate employees to share
information, define areas of possible improvements, question the validity of their actions, and
engage in joint interpretation and creation of knowledge. There is also a need for encouraging
problem solving through experimentation, which serve as excellent opportunities to learn,
linking research and development with training and development and encouraging adaptation
and re-invention of the partnership. The value system reflected in the organizational culture
provides the so called cognitive maps or frames of reference that guide understanding,
contribute to the shared meaning, and joint actions towards change. Organizational culture
also serves as a supportive environment for sustaining the learning orientation and
implementing knowledge management and organizational learning initiatives.
Open and shared communication systems ask for decentralized coordination by networks of
companies instead of control-oriented mechanisms established by a dominating company
(Zaheer and Bell, 2005). Trust and communication determining the amount and quality of the
knowledge sharing are highly dependent on the openness in the relationship. Openness can be
described as a degree to which individuals are open and informal and allow for spontaneous
and open exchange of information and ideas (Gupta, 1987). Trust as the belief that a party is
reliable and will fulfil its obligations is among the most important incentives for collaboration
(Pruitt, 1981). An atmosphere of trust contributes to the free exchange of information between
partners without fearing the others’ opportunistic behaviour (Jarillo, 1988). Commitment can
be reflected in the partner’s dedication to make future investments into the relationship,
whether these investments are tangible (collective investment in equipment or shared
distribution channels) or intangible (willingness to communicate across different departments
and share knowledge and experience). Commitment refers to the willingness of trading
partners to exert effort on behalf of the relationship (Porter et al., 1974).
In order to fulfil the purpose partners should engage in joint goal setting, coordinated action
and outcome sharing (Phan and Peridis, 2000). To be able to build a long-term successful
partnership, companies have to implement strategic thinking, which could be achieved
through a combination of traditional operations and orientation towards organisational
learning. Change audit can be implemented in re-evaluation phase to control the impact of
organisational learning process from the standpoint of strategic focus, motivation and core
capabilities. Strategic thinking in a learning supply chain partnership should be a joint activity
involving all relevant stakeholders and pursued with a high degree of open-mindedness.
Open-mindedness can help interested parties to more accurately interpret and evaluate various
internal, as well as external business behaviours and intentions, especially when they
significantly diverge from behaviours and routines embedded in individual and organizational
mental models.
Without the system approach in terms of respecting other members and their contribution to
the partnership coordination will fail. Partners should share explicit understanding about the
overall picture of the partnership and its processes with the focus on improvement (cf.
Goldratt, 1994). Coordination mechanisms should be based on awareness or understanding of
each subject’s strengths in terms of capabilities, core competences and capacities, but also
limitations of that sort provoking partnering requirements, analyzed in comparison with
collaborative opportunities but also threats in terms of possible knowledge losses and loss of
legal identity due to acquisitions etc.
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Transformational leadership
The ability to accept a new paradigm of collaboration requires a new breed of management
and leadership (Andraski, 1998). Management style vested in relationships (cf: Weymes,
2004) can be suggested as a sustainable partnership philosophy. Relationships are essentially
based on emotions, so the aim of the modern adaptive learning supply chain partnership
becomes building emotional capital within and outside the supply chain network based on the
shared value system and a shared sense of purpose. Such an integrated supply chain system
driven by a shared purpose, values and belief system can establish dynamic relationships with
stakeholders based on dialogue, learning, creative problem solving and innovations.
Management style vested in relationships should be supplemented by transformational
leadership. Transformational leaders are responsible for articulating vision, shaping the
entrepreneurial culture based on learning and knowledge exchange, promoting networking,
and designing appropriate motivational mechanisms. On the individual level managers should
act as mentors, teachers and facilitators raising employee awareness on their strengths and
limitations, but also established mental models, often based on individually embedded
emotions. In that way leadership becomes a self discovery process. Transformational
leadership leads to transformational learning (cf. Mezirow, 1991), which is stimulated by
critical reflective discourse in terms of questioning and challenging assumptions, modeling,
providing feedback, building the common purpose and sharing knowledge. It becomes the
process of managing change based on learning and knowledge dissemination through
dynamic destructing and reconstructing of internal and external structures enabling that chaos
and order coexist in succession or simultaneously.

Conclusion
Even though there is a growing interest in both industry and academic research on potential
coordination mechanisms useful to eliminate sub-optimization within supply chains, their
application in practice is scattered and relatively unknown. Slow practical implementation of
coordination mechanisms also stems from the fact that the problem of coordination is viewed
from the standpoint of various disciplines such as supply chain and logistics management,
operations management, strategic management, marketing the more recently the field of
organizational learning. The contribution of this study refers to the integration of the research
domains of supply chain and logistics management with the field of the learning organization
contributing to the inter-disciplinary approach. The focus is on the managerial perspective but
from the normative standpoint.
The proposed model is aimed at building a platform to sustain learning supply chain
partnerships by enhancing the processes of organizational learning and knowledge exchange
supported by the learning culture and transformational leadership. Further work is needed to
investigate the appropriate selection of multiple coordination mechanisms, as well as to detail
the implementation of a particular type or set of mechanisms. An explorative study is
necessary to examine the value of the proposed model in practice. Further research is also
required to measure the progress of supply chain partnership learning, especially regarding
overcoming the resistance to change.
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