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Abstract: This paper examines the supply chain integration activities pursued 
by the two largest Australian supermarkets, Woolworths and Coles. Case study 
methods were adopted to analyse their beef supply chains. The research found 
that vertical integration enables retailers to have direct responsibility for 
managing the distribution processes. Supply chain innovation practices 
including strategic alliances, information sharing, information quality, trust and 
commitment contribute to the vertical integration. This study provides one of 
the few analyses of Australian food supply chains. The work complements 
other studies in the USA and UK, and reveals a different set of best practice 
principles in Australia. As the lean principle has been widely adopted in the 
Australian red meat industry, supplier relationships have a high level of buyer 
dependency. Forming strategic relationship among supply chain partners is 
critical for containing cost and maintaining operational effectiveness in the 
Australian beef supply chain. 
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1 Introduction 

Vertical integration is becoming more prevalent in the red meat industry in Australia. 
Large producers/processors are involved in farming, feedlot, processing (including 
boning and packaging), wholesaling and retailing of meat. Likewise large retailers have 
been pursuing backward integration. Beef supply chain management has been developing 
a focus on the integration of all stages from the paddock to the plate. Although Australia 
exports the majority of its beef, the domestic market is still an important sector for the 
Australian beef industry, typically accounting for between 30% and 40% of the 
throughput (MLA, 2004a; Morgan, 2005). The structure of the beef retail sector is highly 
concentrated, with 68.5% of beef consumption via the top five retailers (i.e., Woolworth, 
Coles, IGA, BILO and Franklins) and the remainder via more than 3,800 smaller butcher 
shops (MLA, 2004a; Morgan, 2005). A number of studies (e.g., Gimenez and Ventura, 
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2005; Mena et al., 2009) have explored how supply chain integration has positive effects 
on performance improvement. However, few studies have adopted a value chain analysis 
(VCA) approach to investigate vertical integration activities in the food sector, and even 
fewer in the red meat industry. Van Donk et al. (2008) examined supply chain integration 
constraints and barriers in food manufacturing industry. Hosseini et al. (2012) 
investigated the effect of supply chain integration on competitive capability in the Iranian 
food industry. Moreover, the previous study in Australian beef industry included supply 
chain practices, supply chain performance indicators (responsiveness, efficiency, food 
quality and flexibility) and competitive advantage (Jie and Parton, 2011). 

The objective of this paper is to examine the supply chain integration activities 
pursued by the two largest Australian supermarkets, Woolworths and Coles. Does the 
supply chain integration lead to improved efficiency and performance? What can we 
learn from the vertical integration adopted by the two largest supermarkets? 

This paper is organised as follows: Section 2 overviews the literature on supply chain 
integration activities in the food industries and, based on this review, a conceptual model 
was developed. Section 3 provides background information on Australian beef supply 
chains. Based on the conceptual model and the background description, the methods 
adopted in the study, including the case study analysis, are described in Section 4. The 
findings from two case studies: Woolworth and Coles, are presented next, followed by a 
series of conclusions.  

2 Literature review 

2.1 Supply chain integration in food industries 

Supply chain integration is defined as the seamless flow of product and information from 
upstream suppliers to downstream customers (Van Donk et al., 2008). Basic components 
of integration include supply chain collaboration, information sharing, trust, partnerships 
and shared technology (Sohal et al., 2002). Supply chain integration can be achieved by 
the development and implementation of information systems (e.g., enterprise resource 
planning systems, radio frequency identification, and bar-coding), implementation of 
innovative operational practices (e.g., collaborative planning, forecasting and 
replenishment), and simplifying the material flow (Van Donk et al., 2008). 

A number of studies have found that supply chain integration has a strong association 
with performance improvement (Gimenez and Ventura, 2005; Mena et al., 2009). 
Gimenez and Ventura (2005) found a positive link between performance and both 
internal and external integration. Further, internal integration has a positive effect on 
external integration due to better coordination among internal functions facilitating 
external integration. Sohal et al. (2002) conducted two case studies in Australian 
companies from the wholesaling sector and found that implementation of established 
technologies such as barcoding and electronic data interchange (EDI) can facilitate 
supply chain integration. Benefits of integrated supply chain management include cost 
reduction, improved customer service and higher staff morale. 

Supply chain integration has been intensively adopted in the food industry, in 
particular in the red meat industry. Van Donk et al. (2008) investigated the constraints 
and barriers facing supply chain integration that food manufacturers experienced. 
Constraints identified in the study included volume uncertainties, limited capacity used 
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for multiple buyers, different demand characteristics of buyers, market uncertainty, and 
production complexity. They argue that a combination of typical food characteristics and 
the sharing of resources across different product lines limit the possibility of integration, 
while uncertainties and complex business conditions increase the returns from 
integration. Mena et al. (2009) conducted two case studies in the UK food and drink 
industry, and found that intra-organisational relationships have lower levels of 
collaboration than inter-organisational ones. This appears to contradict the commonly 
held assumption that intra-organisational relationships involve closer collaborations than 
inter-organisational ones. The results of Hosseini et al. (2012) are more in accord with 
this common view. They investigated the effect of supply chain integration on 
competitive capability in the Iranian food industry, and found that internal integration, as 
a foundation for supply chain integration, has a direct influence on integration with 
supply chain partners, suppliers and customers, and eventually results in improvement of 
competitive capabilities of the organisation. 

Previous studies (Frohlich and Westbrook, 2001; Prajogo and Olhager, 2012; Sheu et 
al., 2006) also found that information sharing has a significant effect on operational 
performance. Frohlich and Westbrook (2001) modelled supply chain integration (in terms 
of both information and material) using eight items related to information and 
communication technology (ICT), information sharing and integration. They found that 
wider scope of integration has a positive association with performance. Prajogo and 
Olhager (2012) also found that capability with information technologies and information 
sharing has a significant effect on logistics integration. Sheu et al. (2006) contend that 
ICT capabilities and better communication contribute a better platform for both parties to 
engage in supply chain coordination, participation, and problem solving activities. These 
results point towards information quality as a critical aspect of information sharing. 
Hence, we would expect that information sharing and good quality information have a 
significant impact on the performance of the beef retail industry. 

Mirani et al. (2001) and Mohr and Spekman (1994) also found that two other aspects 
of supply chain practices: strategic alliances and antecedent cooperative behaviour in 
relation to trust and commitment, are likely to be particularly important to the Australian 
beef retail industry. These aspects generally exist on an intra or inter-organisational basis, 
for instance between producers and processors or processors and retailers. Moreover, 
they would be expected to give various advantages to beef enterprises including 
improved responsiveness and flexibility, increased production efficiency, and improved 
beef quality, and overall enable the industry to better satisfy customers (Jie and Parton, 
2011). Improving these aspects of the supply chain would be expected to lead to higher 
profitability both by increasing revenues and reducing costs of firms in the supply chain. 
Also, given that cooperative actions form the basis of the supply chain relationships, it 
would seem reasonable to expect that trust and commitment are necessary antecedents. 
The following literature review discusses these four aspects: information sharing, 
information quality, strategic alliances, and trust and commitment. 

2.2 Information sharing 

Information sharing as a paradigm is the widespread belief that achieving a high degree 
of cooperative behavior requires that supply chain participants voluntarily share operating 
information and jointly plan strategies. The level of information sharing refers to the 
extent to which critical and proprietary information is communicated to one’s supply 



   

 

   

   
 

   

   

 

   

    Australian beef supply chain integration 125    
 

 

    
 
 

   

   
 

   

   

 

   

       
 

chain partner (Monczka et al., 1998). Information sharing enables companies to access 
and share data along the supply chain, allowing them to fulfil supply chain processes 
more efficiently and cost effectively. Gimenez and Lourenco (2008) argue that the 
internet or other web-based technologies have a positive impact on the manufacturing 
flow management, as the sharing of information about demand and supply capacity can 
facilitate the product to flow through the manufacturing facilities more efficiently. The 
internet also can improve the efficiency of supply chain processes such as procurement. 
Information sharing enables supply chain partners to work as a single entity by 
exchanging information regularly. Negative aspects of the dynamics of supply chains 
such as the bullwhip effect can be reduced or eliminated by sharing information between 
supply chain partners (Yu et al., 2001). There are numerous studies revealing that 
information sharing significantly impacts on performance (Gimenez and Lourenco, 
Mentzer et al., 2000; Schroeder and Hope, 2007; Wang and Lalwani, 2007; Yu et al., 
2001). 

2.3 Information quality 

While information sharing is important, the significance of its impact on supply chain 
performance also depends on the quality of the information that is shared (Li and Lin, 
2006). The literature reveals that dysfunctional effects of inaccurate or delayed 
information can detrimentally impact on operational effectiveness. Li and Lin (2006) 
show that supplier uncertainty and inter-organisational relationships (trust, commitment 
and shared vision) are the most critical factors in determining the level of information 
sharing and information quality in supply chain management. Various aspects of 
information quality receive attention from different researchers. Closs et al. (1997) and 
Gustin et al. (1995) consider that the determinants of information quality are accuracy, 
timeliness, and proper formatting of information. Moberg et al. (2002) and Monczka  
et al. (1998) add to this by including adequacy and credibility. It is clear that efficiency in 
supply chains is influenced by both the level of information sharing and the quality of 
information sharing. A review of these studies reveals several criteria measuring quality 
of information sharing in different sectors (mostly in manufacturing and retailing): 
accuracy, timeliness, adequacy, credibility and reliability. 

2.4 Strategic alliances 

A strategic alliance is “a co-operative and collaborative way in which buying and 
supplying firms interact to achieve mutually beneficial outcomes, these relationships 
position participants to be more competitive in the marketplace” [Blancero and Ellram, 
(1997), p.616]. There are various studies on strategic supplier partnerships in different 
sectors (Braziotis and Tannock, 2011; Lado et al., 2011; Monczka et al., 1998; 
Schliephake et al., 2009; Sheridan, 1998; Sohal et al., 1998). A strategic alliance between 
suppliers, manufacturers, logistics service providers and/or customers can be a significant 
source of competitive advantage and also the key to efficient operations and value 
creation (Braziotis and Tannock, 2011; Holweg et al., 2005). Barratt (2004) suggests that 
the forms of strategic alliance fall into two categories: vertical (i.e. collaboration with 
customers internally and suppliers) and horizontal (i.e. collaboration with competitors 
and non-competitors). Vertical alliances are pre-dominant in the Australian beef industry. 
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2.5 Antecedent cooperative behaviour: trust and commitment 

Mutual trust and long-term commitment (antecedent cooperative behaviour) are 
characteristics of successful partnerships among supply chain partners (Mirani et al., 
2001; Mohr and Spekman, 1994). It is clear that no real collaboration can exist in supply 
chain relationships without meaningful trust and commitment. Trust is a general 
expectancy that the word of an individual or organisation can be relied on (Rotter, 1967). 
It is “the belief that a party’s word or promise is reliable and that a party will fulfil his/her 
obligations in an exchange relationship” [Schurr and Ozanne, (1985), p.12]. Commitment 
is characterised by a long-term relationship which can be defined as the willingness of 
each partner to exert effort on behalf of the relationship (Lee and Kim, 1999; Tompkins, 
2000). Commitment and trust are dimensions of a business relationship that determine the 
degree to which each party feels they can rely on the integrity of the promise offered by 
the other. Based on these definitions, when attempting to discover trust in relationships 
between cattle producers and processors or processors and beef retailers, one would 
expect to find trading partners demonstrating reliability in their operations, consistently 
performing as promised and meeting expectations. Such trading partners would have full 
and accurate sharing of all information necessary for the effective functioning of the 
relationship. 

2.6 A conceptual model and research questions 

A conceptual model of supply chain integration was developed based on the above 
review of the literature (see Figure 1). There are two key components in the conceptual 
framework: supply chain integration and the four sub-elements: information sharing, 
information quality, strategic alliance, and trust and commitment. Clearly trust and 
commitment are necessary pre-requisites to meaningful information sharing, information 
quality and strategic alliances. Also as alliances develop and partners are seen to be 
sharing high quality information, trust and commitment will be strengthened. In Figure 1, 
the two-way connection from trust and commitment to the other sub-elements represents 
this initial pre-requisite and then the eventual reinforcing feedback from information 
sharing, information quality and strategic alliances. 

The Australian beef supply chain consists of four echelons (see Figure 2): cattle 
production, beef processing, beef wholesaling/retailing and final consumer. Linking 
systems within the Australian beef supply chain include transport (transport specification, 
quality systems and price), product storage (storage specifications, quality systems, 
storage management practices), preparation and packaging (grading and packaging 
standards such as AUS MEAT language specifications), quality systems and receivable 
standards and procedures, and market access (statutory export regulations, market access 
issues, quarantine) (Peterson et al., 2000). 

Beef supply chain management is the integration of cattle producers, beef processors, 
wholesalers/red meat retailers and end customers. The two largest supermarket chains in 
Australia (Woolworths and Coles) have fully integrated supply chains, which have cattle 
moving from feedlot/farms to processors who transfer them into beef products and 
organise delivery to end customers (Jie and Parton, 2009). However, for the most part 
supply chains are partially integrated with small or medium-size firms engaged in 
activities only from producing to slaughtering or from processing to end customers. The 
processing and wholesale stages tend to have larger firms while retailers range from sole 
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enterprise butcher shops through to the large supermarket chains. Based on the literature 
review, the following three research questions were formulated: 

• How can information sharing, information quality, strategic alliances, and trust and 
commitment improve supply chain integration of beef retail chains? 

• What types of new technologies do the beef retail chains adopt to increase their 
supply chain integration? 

• What can we learn from supply chain integration activities of beef retail chains? 

Figure 1 A conceptual framework of supply chain integration 
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3 Background: Australian beef supply chains 

3.1 Beef producers: breeding, back-grounding, fattening properties and 
feedlots 

The upstream section of the supply chain consists of cattle breeding and fattening. There 
are around 76,600 beef enterprises in Australia (Australian Bureau of Statistics, 2005). 
They had a stock of around 25 million head of cattle in 2005. They produced a gross 
value of annual production of around $5.7 billion (Australian Bureau of Statistics, 2005; 
MLA, 2004a). About 65% of production is typically exported. There are 450 accredited 
feedlots in Australia, representing a total production of around 750,000 cattle (ALFA, 
2006; Australian Bureau of Statistics, 2005; MLA, 2003, 2004a). With rapid turnover, 
their annual production amounts to more than $2 billion (ALFA, 2006). 

3.2 Beef processors (abattoirs) 

At the second stage, the cattle are transformed into carcass and primal beef and veal 
products. The most valuable product from beef cattle production is meat. There are 
around 240 to 300 abattoirs in Australia (MLA, 2004a). The number of operating 
abattoirs varies depending on seasonal weather conditions. About 25 large processors, 
located across Australia, process 79% of production (MLA, 2007). Bone-out is done 
primarily at the abattoir where the animal was killed. There are many internal operations 
in the beef processing facility such as holding yards, slaughter, hide removal, removing 
internal organs, trimming, weighing, chilling, boning, meat inspection service, and 
packaging (MLA, 2004a). 

3.3 Beef wholesalers and retailers 

There are two lines of distribution in beef retailing. The first is the domestic market. 
After processing beef or veal, those products can be distributed to the wholesaler or 
broker. They then might go to the food services sector, butchers’ shops or supermarkets 
such as Coles, Woolworths, BILO, IGA, and Franklins, or to export. Transportation is a 
key element at this stage of the domestic and international supply chain. Red meat is 
transported in refrigerated trucks, and the surface temperature of the hanging carcass 
must not go above 7°C. 

3.4 End customer 

The end products (beef or veal) from food services, butchers’ shops and supermarkets go 
to the end customers who consume them. Most customers in Australia consume beef or 
lamb as a main meal around three times a week. Australia has the fourth highest beef 
consumption level in the world at 36 kg/capita/year (MLA, 2004a; Morgan, 2005). 

4 Research methodology 

The research was exploratory with the aim of understanding integration activity in the 
beef retail industry. Two cases were conducted, each involving two dyadic relationships, 
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one intra-organisational and one inter-organisational (Yin, 2003). This method was 
selected because it is appropriate for exploratory research and because it provides an 
extensive examination of a number of instances of the phenomenon under study and their 
context (Eisenhardt, 1989; Yin 2003). 

Woolworth and Coles were selected as the units of analysis because the two 
companies have highly integrated beef supply chains accounting for 30% and 21% shares 
of the retail beef market, respectively in 2011 (Woods, 2011). The selection of the two 
largest retail chains can strengthen the internal validity of the study by providing 
comparable cases. However, it is also recognised that this selection also has a negative 
effect on the generalisability of the study. 

Data were collected between 2007 and 2009. Four focus group discussions were 
performed in July and November 2008. Five in-depth semi-structured interviews with 
store managers from Woolworth and eight in-depth semi-structured interviews with store 
managers from Coles were conducted to collect the primary data. To increase the 
reliability, the instrument was drawn from the constructs which have been tested in the 
previous studies (Li et al., 2005; Jie and Parton, 2011). 

When analysing the case study companies, a VCA approach was adopted to review 
Australian beef supply chains. Porter (1985) states that the chain represents a linked set 
of value-added activities, and competitive advantage cannot be discerned by looking at a 
firm in isolation, but stems from the many discrete activities in designing, producing, 
marketing, delivering, and supporting products and services. The VCA approach has been 
widely adopted in investigating supply chain management (e.g., Barber, 2008; Fearne et 
al., 2009; Taylor, 2005). VCA involves an assessment of the relationships between the 
different stakeholders which, coupled with the effective flow of information, enables the 
economic or environmental optimisation of material flows – allocating time, people, and 
technology appropriately and with minimal impacts on the environment (Fearne et al., 
2009). The method focuses on three key issues: the roles of the main stakeholder, the 
nature of relationships between different stakeholders, and the dynamic flows of 
materials and information. 

5 Research findings and discussion 

5.1 Case study 1 – Woolworths Group Limited 

Woolworths established its first store in December 1924 (i.e., the Woolworths 
Stupendous Bargain Basement, Sydney). Woolworths has now become the market leader 
in grocery sales in Australia. It has more than 180,000 staff, serving over 13 million 
customers Australia-wide, every week. There are over 750 supermarkets throughout 
Australia and New Zealand (Woolworths Limited, 2007). 

The Woolworths’ beef supply chain essentially complies with the supply chain 
framework discussed previously. Woolworths has more than 500 live cattle suppliers to 
fulfil its specifications in terms of meat colour, fat content, and marbling. Live cattle are 
processed in one of eight AUS-MEAT accredited abattoirs and the specialised meat 
distribution centres. The beef is cut, sliced and minced by Woolworth butchers (around 
96% of supermarkets have in-stores butcheries). The average annual beef sales of 
Woolworths typically exceed half a billion dollars. Woolworth claims to deliver the value 
propositions such as tender, good quality and safe beef by implementing Woolworths’ 
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policy entitled ‘Standard Price Reductions’ (SPR). Woolworth has developed a vertically 
integrated supply chain management system which hinges on the supply relationships 
that they have formed with cattle suppliers across the country. Supply compliance against 
Woolworths specifications drives quality for customers (Woolworths Limited, 2011). 

To ensure high quality of information sharing along its supply chain, Woolworths 
established a web-based feedback system called Woolworths Online Reporting for 
Livestock Data (WORLD) in July 2001. The system can capture more accurate and 
timely information in terms of the quality of livestock. Cattle producers are able to log on 
to the WORLD system by using a password-protected link on the Woolworths website. 
The purpose is to identify how their beef has performed against all other beef on any 
particular day. In addition, processors (abattoirs) can enter the results of each animal’s 
carcass and chiller assessments (e.g., saleable beef yield, beef and fat colour, marbling, 
eye muscle area and rib fat) through Video Image Analysis Scan Technology 
(Woolworths Limited 2001). 

As an example of a strategic alliance, Woolworths negotiates a guaranteed minimum 
red meat price with producers three months in advance. If the market price falls below the 
agreed price, Woolworths pays the negotiated price, but if the market price rises, it shares 
the gain with the producer. These types of agreements provide a degree of certainty to 
both producers and supermarkets. The use of a guaranteed minimum, rather than a 
maximum price suggests that the negotiating power between buyer and seller is not 
unduly skewed in favour of the buyer. This is probably important to developing trust and 
long-term commitment by suppliers. The use of a contract to determine input prices in 
advance also suggests that there is unlikely to be a direct and immediate relationship 
between the contracted price and prices in the spot markets (e.g., saleyard prices) (ALFA, 
2006). Another example is that of Teys Australia, a joint venture between Teys and 
Cargill to build-up a strategic alliance with Woolworths to become one of Woolworths’ 
major suppliers. The alliance expanded plants at Wagga Wagga and Tamworth in New 
South Wales to fill Woolworths’ order. The Wagga Wagga plant kills more than 1,200 
cattle a day for Woolworths’ supermarkets (Woods, 2011). Except for Cargill’s 
international arm, the Teys/Cargill/Woolworths alliance has many of the qualities of the 
Coles/ACC/SCS alliance, discussed below. 

5.2 Case study 2 – Coles Group Limited 

Coles Group Limited is one of Australia’s largest retailing groups and one of the top 25 
retailers in the world (Coles Group Limited, 2007). George Coles (founder) established 
the first Coles Variety store in Collingwood, Melbourne in 1914, after he travelled to the 
US for the purpose of learning best practices in retailing in the early 1900s. Coles Group 
Limited currently has over 2,500 retail outlets throughout Australia. There are 745 
supermarkets throughout Australia. Moreover, Coles Group Limited employs more than 
180,000 staff (or 92,000 employees in the supermarkets) and serves more than 4.5 million 
customers every week (Coles Group Limited, 2007). 

In common with Woolworths, Coles has established purchasing contracts with many 
large producers. In order to improve the quality of its beef, lamb and pork to customers, 
Coles established a group of dedicated graziers (called ‘Colestock’) in 1998. More than 
75% of Coles meat is supplied by Colestock producers, who can be regarded as being in 
strategic alliance with Coles. Currently, there are more than 1,000 Colestock graziers in 
Australia growing prime quality meat for Coles. They are located across South Australia, 
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Victoria, Tasmania, New South Wales and Queensland. Hence, Coles is able to control 
the quality and consistency of red meat products by having more direct relationships with 
suppliers (Cooper, 2011). 

In contrast to Woolworths, we observed in the Coles case study a more varied set of 
contractual arrangements with suppliers, and more supplier ownership of various 
components of the supply chain. These aspects are demonstrated by first examining 
Australian Country Choice (ACC), one of key integrated suppliers of Coles, and then 
reviewing contracts with smaller beef producers. They can be regarded as two distinct 
types of supply chain, each with its own attributes of information sharing, information 
quality, strategic alliance and trust and commitment. 

First, regarding large-scale production, ACC (in Queensland) is a family and 
privately owned agribusiness. ACC established feedlots at Brindley Park, Roma in  
1968. The rural operations consist of 19 owned and leased cattle stations under  
six management groups that supply the company’s two feedlots for the finishing of up to 
30,000 yearlings per annum (Australian Country Choice, 2006; MLA, 2004b). Second, 
with respect to processing, live cattle are processed at ACC's Cannon Hill (in east 
Brisbane) beef and veal food processing facility. It employs around 700 staff in the 
slaughter house, boning and retail packaging operations. Every week, this firm produces 
more than 1,400 tonnes of processed beef and veal (Australian Country Choice, 2006; 
MLA, 2004b). 

Third, ACC has built up a strategic relationship with Coles and BILO Supermarkets 
since 1972. A partnership arrangement was made between ACC and Swire Cold Storage 
(SCS) to meet Coles Group’s requirement. They distribute the meat products to Coles or 
BILO supermarkets using a cross-docking system that enables delivery to the 
supermarkets without the need for storage. ACC has been working together with Swire 
Cold Storage (SCS) since 1995. The partnership was strengthened through their activities 
with the Coles Group to develop a centrally located processed meat facility. The outcome 
of the partnership was the building of SCS’s facility in Cannon Hill, next to the ACC 
abattoir. The facilities are linked through a 230 m refrigerated overhead conveyor bridge 
to the ACC abattoir and processing plant (Ferret, 2007). This enables an increasing 
volume of boxed meat to be moved to SCS’s refrigerated distribution centre. Here it is 
loaded onto shelves and transferred to chiller and freezer blast tunnels to bring the 
product to the correct temperature within the required timeframe. Then a fully-enclosed 
and automated sorting system puts the loads on to pallets for storage, outward distribution 
or transfer back to ACC for value-added processing. Also, as these meat products are 
transferred through the conveyors they are automatically scanned into the Swire 
Warehouse Management System (SWIMS) in real-time. SCS’s Cannon Hill facility can 
handle in excess of ten million cartons per annum for distribution, in accordance with 
Coles Group’s requirements(Ferret, 2007). 

The fourth step is the delivery of well-specified beef and veal products to Coles or 
BILO supermarkets. Beef is cut, sliced, or minced by butchers in the meat department of 
the supermarket. The integrated supply chain process that Coles has engaged in with 
firms like ACC and SCS enables it to maintain quality for its final customers. 

In contrast to the ACC/SCS supply chain arrangements, Coles also has many smaller 
Colestock suppliers of beef. It is in this part of its supply chain that Coles’ activities more 
closely resemble those of Woolworths, discussed above. Coles has to engage in more 
upstream reach with these smaller producers. Also the individual throughput of these 
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producers is more intermittent compared with that of ACC/SCS. These aspects affect the 
way in which information is shared, the quality of that information and, indeed, the whole 
strategic relationship. With ACC, specifications can be closely adhered to on a continuing 
basis, more like a manufacturing production line, with meetings between the participant 
for adjustments to the system well spaced in time. With the smaller producers, there is a 
need for closer monitoring of quality and that implies a different form of trust and 
commitment relationships in the strategic alliance. The more equal partnership with ACC 
means that commitment has become paramount, and trust is taken as given. With the 
smaller producers, Coles must continually pay attention to trust and attempt to build-up 
the commitment of its alliance partners. 

5.3 Value chain analysis 

Table 1 shows some key pressures/issues of the Australian beef supply chain identified 
after VCA. The main pressures include pressures on margins, increased supply chain 
costs, fragmented supply sectors, loss of business and relationships, and incentives to 
innovate. Over the past five years, the profitability of the beef supply chain has been 
volatile due to fluctuations in sale yard prices for beef, growing transport costs due to 
rising oil prices, increased electricity costs, and relatively low capacity utilisation due to 
low demand and/or animal availability in some years. The industry tends to operate on 
low profit margins and high volumes of business. In response, beef producers/processors 
have invested in processing plant upgrades and expansions, such as new slaughter floors, 
improved chillers and environment measures (IBISWorld, 2012). Further, main channel 
players face increased pressure from reduced sales and margins as well as threats to their 
direct customer interface with grocery retailers (Spencer and Kneebone, 2007). Smith 
(2006) argues that the growing role of vertical integrated supermarket chains raises a 
buyer-power concern with a potential harm to other retailers, suppliers, and/or 
consumers. Bringing the above case studies to the discussion shows how Woolworths and 
Coles have dealt with the pressures. 

Coles reveals that the price it pays for a whole cow (inclusive of producer and feedlot 
costs) typically accounts for 53% of the retail price. Processing activities and costs 
(slaughtering, boning, packaging and chilling) account for 14% of the final retail price. 
Retail activities and costs (slicing, trimming, packaging, labour, shrinkage, promotion, 
advertising, store costs and retail margin) account for about 30% of the retail price 
(ACCC, 2007). While there have been pressures on margins, Coles and Woolworths have 
attempted to capture value by setting consumer prices based on the prevailing costs of 
production including profit margin. Both companies also claimed that prices are 
negotiated with producers in advance and set for various periods. Subsequent changes in 
market prices do not alter the agreed price in the short-term. Nevertheless, over the longer 
term the two supermarket giants have probably been able to use their market power to 
contain producer price increases. 

As a response to pressure to reduce their own costs, these two large supermarket 
supply chains have implemented advanced information networking technology which 
allows the functional integration of the whole supply chain. This may lead to significant 
improvements in flexibility (or agility) and reductions in costs (efficiency). 
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Table 1 Some key pressures in Australian beef supply chain 

Pressure 
points/issues Description References 

Pressure on 
value/margin 
capture 

Market leaders taking margins greater than the 
value they add from primary producers. 
This reflects costs and performance pressure on 
those intermediaries such as 
producers/processors to make value in order to 
preserve margin. 

ACCC (2007); 
Spencer and 

Kneebone (2007) 

Pressure on 
reducing supply 
chain costs 

Major supermarkets have driven a strong focus 
on reduction of cost of supply, and greater onus 
on supplier to balance supply and demand. 
Fluctuations in sale yard prices for beef. 
Growing transport costs due to rising oil prices, 
increased electricity costs. 
Relatively low capacity utilisation due to low 
demand and animal availability in some year. 

Desmarchelier et al. 
(2007); 

IBISWorld (2012);  
Rong et al. (2011) 

Fragmented supply 
sectors 

The top 25 processors accounted for 79% of red 
meat production and beef processing industry is 
also comprised of a large number of small meat 
processors. 
Limited collaboration in managing supply chain 
information. 

IBISWorld (2012); 
MLA (2007); 
Spencer and 

Kneebone (2007) 

Pressure on loss of 
business and 
relationship 

Increased pressure on some suppliers as they 
lose sales and margin as well as the direct 
customer interface with grocery retailers. 
The large and growing role of vertically 
integrated supermarket chains raises a buyer-
power concern. 

Round (2006); 
Smith (2006); 
Spencer and 

Kneebone (2007) 

Incentive to 
innovation 

Stronger pressure on the performance of 
products and brands creates higher investment 
hurdles and shorter time lines for the proof of 
product and market innovation. 

Anon. (2007); 
Delforce et al. (2005); 

Rong et al. (2011) 

Also shown in Table 1, are issues related to fragmented supply sectors and loss of 
business and relationships. These are pressures that Woolworths and Coles have largely 
avoided, but that still apply to other beef supply chains. In fact, as the major players have 
developed more integrated supply chains, those outside the system have been 
marginalised. There have been a number of responses across the sector. First, suppliers in 
general have had to concentrate on improving the quality of beef products. Second, some 
producers and processors have seen the need to develop their own integrated operations. 
This has enabled them to develop countervailing power in their relationship with 
Woolworths, Coles and other retailers.  

Finally from the VCA analysis of Table 1, it is significant that there has been 
considerable innovation by Woolworths and Coles. In their marketing strategies, both 
have significantly increased the number and range of premium private labels. This is 
confirmed and encouraged by experience in overseas markets (Smith, 2006; Round, 
2006). Coles has also increased the share of total packaged food sales (private labels) 
from around 10% to 30% in 2007–2008 (Smith, 2006). The strategy for Coles is based on 
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a quality-price graduation. This means that Coles provides a range of qualities of red 
meat products at a price discount compared with proprietary brand products. 

In terms of innovation of supply chain practices, Woolworth has developed the 
Riverine premium brand supplied as vac-pack portioned cuts by Cargill, and other value-
added products(Condon, 2011). Coles introduced its ‘Grill’ range (across a number of 
meat proteins, not just beef). This was not just about the meat cuts on offer, but also 
about making it easier and more convenient, and appealing to customers in terms of their 
use (Condon, 2011). 

6 Conclusions 

The analysis of the case studies found that Coles and Woolworths have developed 
sophisticated integrated supply chain management systems. The vertical integration 
enables these two retailers to have direct responsibility for managing the distribution and 
wholesaling processes. As the lean principle has been widely adopted in the red meat 
industry, suppliers have a high level of buyer dependency, and forming strategic 
relationships between supply chain partners is becoming even more important for 
containing costs and maintaining operational effectiveness throughout the beef supply 
chain. It is clear that the large supermarket chains such as Coles and Woolworths exert 
significant influence within their fully integrated supply chains. Developing long-term 
strategic alliances between cattle producers, meat processors and retailers is a significant 
source of their competitive advantage (Braziotis and Tannock, 2011; Holweg et al., 
2005). The vertical integration strengthens the relationships with cattle suppliers. Further, 
the business processes and information systems are designed to span integrated supply 
chains – enabling resources such as inventories, and capacity utilisation to be optimised 
collaboratively. 

The analysis of the two case studies reveals that information sharing and information 
quality are essential for the vertical supply chain integration. Each in its own way 
manifests the importance of sharing information of high quality, strategic alliances, and 
trust and commitment. While the other beef retail participants are smaller than 
Woolworths and Coles, they should be alert to the potential gains from these aspects of 
their supply chains. Information sharing and information quality are important to supply 
chain performance, because they provide the facts that supply chain participants use to 
make decisions. In order to achieve improved information quality, Woolworths 
developed a web-based feedback system (i.e., WORLD systems) to increase the accuracy 
and timely information of meat quality. At Coles, enhanced information quality takes the 
form of working together with larger suppliers and processor such as SCS to build 
processing facilities and advanced warehouse management systems (i.e., SWIMS). The 
systems enable Coles and SCS to handle for distribution more than ten million cartons of 
products per annum. 

Using strategic partnerships provides additional strategic benefits to both the retail 
giants and their suppliers. Jie et al. (2008) reveal that Coles communicates the supply 
chain vision and future plans to assist align suppliers’ strategies and visions as they move 
forward together. For example, it was reported that Coles’ management team advised key 
suppliers within the Colestock beef producer alliance that it intended to halve its intake of 
grain-fed cattle, replacing them with boxed beef sourced from brokers and major 
processors like Australia Meet Holdings, Tey Bros and Cargill (Arnel, 2007). 
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It was also found that trust and commitment are important for supply chain 
integration. To build trust and commitment among supply chain partners requires the 
perception by them of mutual long-term goals. The results support the conclusion that 
trust and commitment between cattle producers, processors, beef wholesalers and 
retailers benefit long-term supplier relationships. For instance, Woolworth uses a 
guaranteed minimum price to share risks with cattle producers.  

The case studies reported here examined only the supply chain integration activities 
of two large supermarket supply chains. Some smaller and medium-size players such as 
ALDI, IGA and BILO are yet to be investigated. It is planned to conduct more case 
studies using qualitative methods to further test the conceptual model that has been 
developed, and to shed more light on the critical aspects of these other beef supply 
chains. 

There are two contributions of this research to two different dimensions: 
The first contribution is for beef industry. With diverse analysis and sources of 

information provided by two largest Australian beef retailers participants, factual 
information and information gathered from academic literature and industry literature had 
contributed to the Australian beef industry to improve their supply chain performance. 
The findings and analysis of this research can reveal the effect of the following types of 
changes and improvements of the industry: beef retailers/wholesalers should focus on 
strategic supplier partnerships, lean thinking, information quality and information 
sharing, trust and commitment in order to achieve better food quality, efficiency and 
responsiveness respectively in their supply chain performance. With all of these changes 
above will lead to both greater consumer satisfaction and higher profitability both by 
increasing revenues and reducing costs of firms in the beef supply chain. 

The second contribution is for academics or practitioners. This research has 
contributed to the body of knowledge such as: Australian beef supply chain management 
framework, conceptual framework of supply chain integration and two cases analysis 
have very well described, examined and presented. Hence, they will lead to academic or 
practitioners might have well understanding of the frameworks. In addition, these are 
very useful for their literature studies for the future research opportunities in agribusiness 
supply chain or supply chain rural management areas. As supply chain integration in 
Australian beef industry study is complex and diverse, understanding those dimensions 
would be a challenging task academics, practitioners and industry. 
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