DECISION RIGHTS, ORGANIZATION AND
COOPERATION

d“ Gaetano Martino

Dep. of Agricultu;ryévl, Food and Environmental

Sciences
s Strategie cooperative e creazione del valore in una filiera
SOCIETA ITALIANA . ' ' alimentare sostenibile” .
DI ECONOMIA Bisceglie — Trani, 13 — 16 settembre 2017

AGRO-ALIMENTARE



WHAT DO THEY SHARE?

Transferring
decision rights ,
setting up the
governance of
trasactions
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PURPOSE

* Allocation of the decision rights in Food chains
concerns with detailed aspects of solving co-
ordination problems

* Faraway, so close: theory and real world

* To negotiate decision rights enhances efficiency
and performance in managing food value value
chains
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OUTLINE

* Co-ordination problems and organizational
variety in Agri-Food value chains

 What are the decision rights and why they
matter

* Addressing Agri-Food chains organization:
sdfety, health, innovation
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IT’S JUNGLE OUT THERE!

A co-ordination problem has more than one solution:
multiplicity of coordination mechanisms

-

VARIETY OF ORGANIZATIONAL FORMS

IN AGRIFOOD-CHAIN
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EXPLORING THE JUNGLE

e PROPERTY RIGHTS: are about the residual
claimant who, in last resort, can transfer rights
to use and determine the conditions under
which such transfer can be done

 DECISION RIGHTS: are about how these rights
are going to be exercised, and/or about the
procedures through which decision-makers
can operate

Bearle, Means, 1932: Alchian, Demsetz, 1972; Baker et
al; Grandori, 2015; Ménard, 2013, 2017
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AT THE CORE OF THE ORGANIZATION:

(FRONTIER) THEORY

« MANAGING ASSET SPECIFICITY
 COPING WITH UNCERTAINTY
5:’;:::;?"5"“‘°" *Market Uncertainty
rights ¥ *Technological uncertainty
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Acceptance
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HIERARCHIES
(Integration)

Low
Low High ! Strategic Investments/
Property rights pooled

Ménard, 2013, 2017b
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WHY DECISION RIGHTS MATTER

(FARAWAY, SO CLOSE)

THEORY REAL WORLD
* Contract theory (Hart, 1995; Baker e Food safety
et al., 2008), .
* Institutional analysis (Ostrom, * Food Quallty

2005; 2014 : .
, ,) , * Product innovation
* Organizational adaptation theory

(Gibbons, 2005) * Process innovation

* Transaction theory and . . i
organization theory (Ménard, Production pla nning

2013, 2017a, 2017b; Grandori, o
2015, 2017) —
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Successful EU response to BSE

BSE - a crisis in Europe and worldwide

s 1000 nrd oo 100N B

* High health risk

Research suggests that the source of this disease wa

 Loss of market value
e Reduction of brand value

Mozzarella
di Bufala
Campana

0E COSi, 0 NON E.
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ADDRESSING THE REAL WORLD: FOOD SAFETY

ORGANIZATIONAL SOLUTION

INFORMATION
ASYMMETRY
SPECIFIC GENERAL <=
INVESTMENTS PURPOSE g* g
INVESTMENTS i ~
JOINT POOLING °§: 2
INVESTMENTS INVESTMENTS \B 3
e Mandatory  Voluntary 83
certification certification QBI, a
* Traceability * HACCP 3
 PDO . -Private brand 5
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ADDRESSING THE REAL WORLD: FOOD SAFETY

NEW FRONTIER: CO-PRODUCING HEALTH

Allocation of decisions rights
to farmers
(co-producing food)

ENVIRONMENTAL

/7 PROTECTION
- ldentifying resources uses

* Ranking resources uses objectives

A
|
|
: CO-PRODUCING HEALTH AND
|
v

Setting up organizatation

Fonte, 2015; Brunori, Rossi, 2012;
Martino et al., 2016; Grandori, 2016
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ADDRESSING THE REAL WORLD: FOOD SAFETY

RESEARCH QUESTIONS

 How allocation of decision rights drive
investments in food safety?

* How make regulation and private strategies
complementary?

* Does an efficient allocation enhance safety
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ADDRESSING THE REAL WORLD: INNOVATION

* Innovation: Make or Buy?

Company/Farm Supplier

Materia, Pascucci & Dries, 2017; Garcia Martinez et al., 2014; Rulke, Zaheer &
Anderson, 2000; Karantininis et al., 2010; McAdam, McAdam, Dunn & McCall,
2014; Martino et al., 2017)
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ADDRESSING THE REAL WORLD: INNOVATION

A MORE COMPLEX PICTURE

* The allocation of decision right may stimulate collaboration
(Gambardella, Panico, 2014)

* The distribution of knowledge influences the allocation of the
decision rights (Mumdziev and Windesperger, 2011)

* |t seem necessary to give room to «improvement» right
(Bernstein, 2017)

* Specificc type of rights seems to influece specific area of
performance (Floren-Fillol, 2017)
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ADDRESSING THE REAL WORLD: INNOVATION

WHAT WE DO NOT KNOW

TYPE OF DECISIONS

TACTICAL STRATEGIC

KNOWLEDGE CREATION

TECHNOLOGY (Specification
and implementing)

)

?

PRODUCTION PROCESS C
~

MANAGEMENT

AREA OF DECISION
MAKING

s Strategie cooperative e creazione del valore in una filiera
. e
SOCIETA ITALIANA alimentare sostenibile

DI ECONOMIA Bisceglie — Trani, 13 — 16 settembre 2017
AGRO-ALIMENTARE

15

rsay) S
R
EHE )
E§ w



SUMMARY

Co-ordinating solutions raise organizational variety

Investigate Property/Decision rights to explore the jungle
and enhance food value chains performance

First territories explored:
* Food safety strategy
* |[nnovation strategy
There is room for coping with new challenges
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G.Martino, L. Dries, K.Karantininis, S.
Pascucci, J-M Codron, (Eds.)

ANIMALS OF ECONOMIC ORGANIZATION IN

s.
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éo IT’S A JUNGLE OUT THERE! THE STRANGE
~
(96 AGRI-FOOD VALUE CHAINS
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Thanks
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