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Abstract
The dissertation deals with the so-called Third-Party logistics Provider (TPLP) with the purpose of explaining 
strategic positions of the emerging TPLPs. The development of Third-Party Logistics (TPL) can be said to have 
occurred during the last 15-20 years and have created a new kind of service, i.e. the management and execution 
of logistics process. These services have created a new market and consequently a new type of service provider 
is emerging. These service providers predominantly originate from traditional offerings in the logistics area, e.g. 
transportation and warehousing activities. However, previous works on TPL have neglected the provider’s 
situation especially by not explicitly recognizing the shifts from single activity services to comprehensive and 
coordinated multiple activity offerings and from a functional support orientation to a process approach.

Strategic positioning is an established perspective on strategy, but the use varies considerably. In this dissertation 
strategic positioning is connected to how TPLPs create value for their clients which links positioning to skills or 
capabilities. Furthermore, the position is regarded as a result of the fit between activities, resources and strategic 
positioning. This theoretical frame of reference, based on strategic positioning and value creation for service 
organizations, is new in the literature on TPL. The general methodological approach of the study is alternation 
between empirical findings and theoretical analyses in a stepwise pattern. Since the organizations studied had not 
been theoretically analyzed before, empirical observations were instrumental in describing the novel phenomena. 
The empirical foundation of the dissertation is two studies executed during 1996-7 and 1998-9. The first study 
contains 21 Australian, European, and North-American TPLPs. The second study is based on 53 European TPL 
buyers. Both studies used a combination of questionnaires and interviews for collecting data of both quantitative 
and qualitative character. The empirical analysis is best described as a qualitative approach supported by 
statistical techniques whenever possible.

The dissertation presents a comprehensive empirical description of the current status and anticipated change of 
both the TPLPs and their customers. The main contribution of this dissertation is however: tools for describing 
TPLPs, a model of the value system that connects providers and buyers of TPL, and a position model for TPLPs. 
The conclusions of this dissertation include that the TPL industry shows signs of strategic differentiation along 
the two strategic dimensions operational vs. conceptual focus and range of activities. Of these two the 
operational vs. conceptual focus is strong enough to promote as a position model, with the main positions 
standard services and solutions. A hypothesis is proposed that states that the strategic position of the TPLPs 
depends on which set of value creation modes they use, which results in differences in the required capabilities, 
skills and resources. In short the standard service providers should focus on operations whereas the solution ones 
needs exceptional conceptual skills in analyzing logistics requirements and developing solutions. The results 
should however be considered as hypotheses due to the research design used and thus need further empirical 
testing which is suggested as important future research.

Key words: Logistics service providers, Third-party logistics, Outsourcing, Value creation, Strategic 
positioning.
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Executive summary

Third-party logistics (TPL) have emerged as an established business practise during 
the last 15-20 years. The TPL phenomenon is however still evolving, and the market 
must be considered as quite immature. Several signs indicate this conclusion, e.g. 
lack of consistent terminology, high growth rate, a large number of participants, and 
no obvious dominating business designs. Several trends drive this phenomenon 
which is believed to be a practice of major importance in the future. This dissertation 
focuses on the providers of TPL (TPLPs), which can mainly be regarded as 
companies that have originated out from the functional forwarding, transportation and 
warehousing businesses. From the providers perspective it is mainly deregulation 
and decreasing margins in the functional origins, notably transportation, as well as 
client demands that drive TPL development. Clients’ reasons to enter TPL relations 
are manly to decrease asset intensity, restructure logistics processes, and to reduce 
costs.

Today, TPL has grown to a significant portion of the TPLPs total operations, even 
though other activities tend to dominate in terms of sales. TPL is however often 
considered being the business of the future within these companies. The 
development of TPL operations has been very client driven and thus an add-hoc 
process without many strategic considerations. As the phenomenon is still in an 
emerging phase it is possible for many companies to survive without making 
conscious strategic choices. Still, this is a market condition that will not endure in the 
longer perspective and the TPLPs need to start considering strategic options and 
organize accordingly. While considering these issues the particulars of TPL services 
must be recognized, which many TPLPs fail to recognize.

In this dissertation TPL is defined as: “Organizations’ use of external providers, in 
intended continuous relationships bound by formal or informal agreements 
considered mutually beneficial, which render all or a considerable number of the 
activities required for the focal logistical need without taking title”, which specifies the 
most important characteristics of the phenomenon studied. A TPL provider is defined 
as the organization that manages, controls, and delivers third-party logistics. This 
dissertation makes a novel contribution to the logistics theory as it recognizes the 
particular requirements of TPL in comparison to traditional functional services: a
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broader range of activities to manage and coordinate; a deeper understanding of the 
clients business; and different and closer forms of relationships between sellers and 
buyers. Recognizing these requirements TPL services must be considered as 
constituting a separable market and thus the TPLPs forms a new strategic cluster.

Prior research on the TPL phenomenon have focused on the TPL buyer’s 
perspective in studying reasons for outsourcing, effects of outsourcing, etc. which 
must be considered as fairly well understood. The provider perspective is less 
studied and thus less understood. Research into service providers has been a theme 
in the logistics research, but in general the particulars of TPLPs have not been 
considered in a conscious manner. Most studies on TPLPs defines the term in a wide 
manner which includes traditional functional oriented service providers as well as the 
process based kind, which is the sole consideration of this dissertation. Such a wide 
definition is problematic as the business requirement for the companies included 
becomes too wide for making any conclusions regarding strategic positioning.

This dissertation takes a positioning perspective on strategic considerations for the 
companies studied. Strategic positioning is a perspective on strategy well used in 
marketing and strategy literature, which best can be described as refering something 
to something else. Positioning is however not a consistent term as many different 
applications exist of relevance to business studies. In this study value creation is 
considered as an important part of strategic positioning, as positions are regarded as 
being based on how companies create value for their client. In this way positions are 
connected to value creation modes, which are based on the organization of skills and 
resources, and in the end clients’ value needs. Value is used as a representation of 
the benefits TPL clients expect from outsourcing logistics processes to external 
service providers.

The Purpose of the dissertation is to explain strategic positions of the emerging TPL 
providers. This required some novel work, as strategic positions have not been 
studied for TPLPs in previous TPL projects. In order to reach a resolution of the 
stated task the characteristics of the TPLPs had to be described and a model for 
description was thus developed. Value needs of TPL clients and the providers’ 
different ways to create value had to be described and connected in a model. In 
order to find strategic positions useful strategic dimensions had to be generated. 
These strategic dimensions constitutes the TPL strategic position model, which then 
can be connected to the value creation. Together this explain the strategic positions 
of the emerging TPLPs.

As stated, TPLPs have not been studied with a conscious recognition of the 
particulars of TPL, which called for a research process where empirical findings are 
used for generating new theory. The purpose is to explain, which is a rather 
ambitious aim when taking into account the issues considered. Due to resource
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limitations and the measures that have to be taken in order to acquire sensitive 
strategic information’ a qualitative survey approach, employing both questionnaires 
and interviews, was taken in collecting and analyzing empirical data. The dissertation 
is based on two empirical studies one focusing on the TPLPs and one focusing on 
TPL clients. The provider study was based on 21 TPLPs operating in Europe, North 
America, and Australia all considered as leading, innovative, or influential industry 
participants, and was executed during 1996-97 and first published in 1997. This 
empirical study of TPL can be regarded as the point of departure as the theoretical 
and empirical components that followed were a response to needs that emerged in 
analyzing data. The second empirical study was executed during 1998-99 and first 
published in 1999. It supports the provider-focused work on explaining strategic 
positions with influences from a client perspective. The client study is based on 53 
European TPL buyers, and is a follow-up to a similar study executed in 1993. As a 
whole, the dissertation is theory generating and uses different sources of information 
in order to reach the stated task. However as stated statistical significant 
generalization was not intended and the results and the stated conclusions ought to 
be considered as hypotheses.

In describing the TPLPs a number of industry observations are interesting as they 
affect strategic development. First it has to be realized that the TPL industry as 
defined in this dissertation is still emerging and that consequently no established 
dominant designs are obvious as of today. In fact the TPLPs are in general terms 
developing quite similarly as they by client demand, develop in similar ways, i.e. 
increased service range, increased geographic coverage and increased operations 
along the different parts of the client’s supply chains.

The providers of TPL services are primarily originating from functional support 
businesses connected to logistics. The entrances have occurred in different waves, 
notably: the first during 1970s-80s when warehousing, transportation and forwarders 
started doing TPL, the second came in the early 1990s when express based 
companies developed TPL capability, and the third which is currently occurring and 
consists of non-traditional providers such as management consultants, IT companies 
and financial organizations. The different waves of industry participants represent in 
reality an inflow of different kinds of skills and resources of importance for TPL 
businesses.

Furthermore the TPLPs are, even if providing logistics service highly focused on the 
functional activities of transportation and warehousing which represent the main 
revenue of the offerings. This may however change over time as the TPLPs also 
indicate ambitions to further subcontract operations in transportation, warehousing 
and value-adding activities. Today, warehousing and value adding components of 
logistics offerings are generally internally organized, whereas transportation 
operations are subcontracted to lower tier providers.
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The findings indicate that a strategic segmentation is emerging along two 
dimensions: range of TPLP activities and operational vs. conceptual focus. However 
there are some indications on correlation between the two dimensions, which makes 
it questionable to promote both dimensions as a base for a position model. 
Furthermore, the range of TPLP activities dimension is not as strongly supported by 
the empirical data as the operational vs. conceptual focus. Consequently, I propose a 
position model based on positions along the operational vs. conceptual focus 
dimension.

The two main positions of the position model, standard service and solution, are to be 
considered as mutually exclusive due to the differences in skills and value creation 
logic. The standard service providers try to develop standardized logistics processes 
for a larger number of clients and thus use the operation efficiency and the 
integration of customer operations modes of value creation. The solution providers on 
the other hand focus on the ability to create logistics solutions and thus primarily 
utilize the vertical or horizontal network development and the supply chain 
management and integration modes of value creation. The different use of value 
creation modes amount to different skills requirements of the providers. The standard 
service providers must primarily be good at executing and improving operations in 
logistics activities as well as managing shared resources among several clients. The 
solution providers on the other hand need to focus on skills for analyzing clients’ 
logistics requirements in accordance with clients’ overriding objectives and 
developing suitable logistics solutions. Furthermore these providers should have 
good skills in finding and developing subcontractors in order to achieve operational 
efficiency.

The conclusions of this dissertation are to be considered as hypotheses, due to the 
research design. Thus further studies are required in order to empirically test and 
further improve these hypotheses. As the TPL phenomenon is still evolving changes 
are likely to occur on both the shipper’s and provider’s sides of the business. It is thus 
of some importance to keep monitoring the developments in TPL, as it is regarded as 
being an important aspect of logistics. Furthermore, the proposed position model is 
currently just supported on a general level. It is likely that it can be studied in more 
detail as the TPL industry further matures.
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1 Introduction

This volume -  Strategie Positioning of the Emerging Third-Party Logistics 
Providers -  is the concluding publication of four submitted as a dissertation on the 
Third-Party Logistics providers (TPLPs). The TPL phenomenon is recognized as 
demanding new types of service offerings, which differ from the traditional services 
available for manufacturing and trade companies’ support in managing logistics 
processes. This dissertation regards the providers of third party logistics services 
as a new industry or a separable strategic group, which has not previously been 
studied as a separate entity.

In this chapter a background is presented together with a short review of TPL 
research. The purpose of the research is briefly discussed followed by a 
presentation of the four different entities of the dissertation along with a 
chronological description of the research process. In conclusion the terminology 
used in the dissertation is presented.

1.1 Background

The development of the TPL phenomenon can be considered partly as a 
consequence of the business trend in outsourcing, which in general is not new, as 
the use of external resources is a well-established business practise. It is also very 
close to the concept of subcontracting. Subcontracting has long been discussed in 
terms of vertical integration and disintegration as the classical “make or buy” 
question. We find for instance similar development in several industries, e.g. 
automotive and electronics, where subcontractors are gaining a much larger 
portion of the supply chain as well as a wider responsibility for processes such as 
product development. The magnitude and scope of the outsourcing business have 
however changed from primarily only considering a outsourcing or subcontracting
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along supply chains (What to produce internally? and how much of the market 
channel should be internally governed?). Today outsourcing issues take a wider 
perspective by considering new areas such as Marketing & Sales, Administration, 
Finance, Human resources, Information Technology, Logistics, etc. (The 
Outsourcing Institute, 1997).

The development of TPL can be said to have occurred during the last 15-20 
years. In Sheffi’s article from 1990, which describes how the US TPL industry has 
developed, several economic, regulatory, and technological trends are mentioned 
as driving the development. Virum (1993), as one other early TPL observer, 
discusses TPL development1 in Europe and highlights increased demand for 
customer service and decreasing profit margins for freight transport as the main 
stimuli for the providers.

There are other explanations than just the general trend for outsourcing, as the 
stimulus for the rise of a TPL phenomenon can be found in developments on both 
the demand side and the supply side of TPL services, which some of the newer 
articles on the subject point out. Empirical studies, such as Laarhoven & Sharman 
(1994), Peters et al. (1998) and Berglund et al. (1999) support Sheffi’s (1990) 
theoretical and Virum’s (1993) case based results with additional factors that drive 
the development of the TPL phenomenon.

The manufacturing and trading companies have been forced to focus their 
operations on a relatively small set of core processes or competencies, due to the 
harder competitive environment, and increasing potential for economies of scale. 
Even though logistics has been recognized as an increasingly more important 
process for successful companies (e.g. Fernie 1999), it often falls into the category 
of activities suitable for outsourcing in the competition for management attention. 
In addition, the manufacturing and trading companies have changed their 
perspectives to a wider supply chain focus and new alternative structural solutions 
in logistics. Furthermore, reduction of asset intensity and labor costs is changes 
that have been prioritized due to increasing internationalization and harder 
competitive climates. These changes of mind-set in manufacturing and trading 
companies have provided service suppliers in logistics with an option to broaden 
their scope of operations, into more complex service offerings. The wider scope of 
operations has been made possible by deregulation and harmonization activities 
by legislative bodies around the world as well as the availability of capital. In many 
cases the increase in scope has been needed due to the declining margins within 1

1 Based on five cases, three Dutch and two Swedish TPL providers.
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the original markets for most of the TPL providers, i.e. functional support in 
forwarding, transportation, materials management, and warehousing. These new 
types of services, comparable complex logistics arrangements, are quite different 
to basic logistics related services, and for that reason constitute the basis for this 
dissertation. Third-Party Logistics is in this dissertation defined as:

Organizations’ use of external providers, in intended continuous 
relationships bound by formal or informal agreements considered 
mutually beneficial, which render all or a considerable number of 
the activities required for the focal logistical need without taking 
title.

Reviewing the evolution of the strong companies that provide logistics services a 
few general trends emerge as characteristic for the 1900s. As evident from ASG 
AB’s milestones presented in table 12 we find internalization, alliances, mergers 
and acquisitions, the introduction of information technology, and the increase and 
co-ordination of the service range as the most important.

Table 1: Excerpt from the Milestones o f ASG.
Source: ASG (1997), ASG (1985) and discussions with managers of ASG Logistics.

Other companies show similar patterns, as presented in Appendix 1. This thesis 
focuses on the consequence of the increase and co-ordination of the service range

2 See, table A .1 .1. in appendix 1. for full presentation.
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of these companies3, i.e. the Third-Party Logistics (TPL) phenomena that have 
gained ground and represent an important trend in contemporary logistics thought 
and practice.

The increase and co-ordination of the service range have during the 1990s 
reached a stage where logistics service offerings have emerged out of functional 
support services in forwarding, transportation, warehousing, etc. TPL services are 
different compared to these traditional services and thus it is relevant to consider 
the evolution to have rendered a new strategic cluster of companies or even a new 
industry. Langley et al. (1999) even go so far as suggesting it as a new profession 
in their attempt to stress the point that TPL represents a new kind of service, thus 
a new industry.

“Some observers refer to third-party logistics as an “industry.” Yet a closer look
reveals a higher order of calling, one might justify the term “profession.

Langley et al., 1999 p. 85

The Third-Party Logistics cluster of providers, which is the focus of this 
dissertation, is roughly defined as the companies that provide TPL services. These 
companies provide services that ought to be considered as being clearly separable 
from traditional services in transport, parcel distribution, express, forwarding, 
warehousing, etc. These traditional services are the base of corresponding 
clusters of companies4, which all primarily provide functional support within a 
limited range of activities to the logistics needs of manufacturing and trading 
companies. On the contrary, TPL services are process oriented5 and cover all or a 
considerable number of the activities required for manufacturing and trading 
companies’ logistics needs.

3 It is recognized that a few of the strong logistics companies of today have not originated in a similar way to 
those depicted, Cat Logistics being one notable example.

4 All but few exemption classifying under the I section of SCI 92, which is the current standard industrial 
classification system in use by the European countries.

5 A group of activities of the same or of different functional character, that are executed in a coordinated 
manner in accordance with a stated purpose.
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Figure 1: Example of company origins of TPL actors of today

The TPL cluster is a logical development or step in the evolution of the traditional 
companies, but will not replace the service offerings of functional character in the 
connecting industry clusters as those exemplified in figure 1. Even though the TPL 
providers current growth to some extent occurs at the expense of these traditional 
service offerings they will all coexist for the foreseeable future. It is probably so 
that the actors in the different clusters to some extent will be the same, just as it is 
today.

However, even if most of the companies in the TPL cluster are well established in 
the functional industries with long traditions in logistics related areas it must be 
recognized that TPL represents a new situation. As TPL is different compared to 
the related functional areas strategic considerations are bound to be different. 
Strategic considerations of the TPL providers must be based on the particulars of 
TPL and not based on the particulars of the functional areas most participants 
originate from. As the next section will show this has not been an issue of study 
until now and thus represent an important contribution to the logistics community 
and in particular to the managers of TPL businesses.

1.2 TPL research

At the outset of this dissertation most work dealing with TPL, discussed the subject 
primarily from a logistics service buyer’s (the shipper’s) point of view. Work had 
been done in describing key success factors, reasons for outsourcing, and what to 
expect from outsourcing, but relatively little had been written about outsourcing
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from a TPL seller’s (the provider’s) point of view. Further, the recognition that TPL 
providers (TPLPs) and the corresponding TPL industry are not the same as the 
traditional functionally oriented single service providers, as previously mentioned, a 
need for new research was conceived. During the time that has passed, since 
initiating the work behind this dissertation, additional attention has been given to 
issues closer to the focus of this thesis as well as to definitions more in line with 
those considered appropriate (e.g. see Lieb & Kopczak, 1997; Sink & Langley, 
1997; Abrahamsson & Wandel, 1998; Bagchi & Vlrum, 1998; Lieb & Maltz, 1998; 
Mohan et al., 1998; Bask, 1999; Hum, 2000 and Murphy & Poist, 2000). Still no 
work has considered the rise of TPL, as defined in this thesis, as bound to change 
the supply of service for manufacturers and trading companies’ logistics needs.

Most of the companies that operate a TPL business today have an origin in what 
are described as the traditional service offerings in this dissertation. The focused 
aspect of the evolution of the TPL companies in this dissertation has not really 
been studied previously, as most work has stayed focused on the functional 
perspective, e.g. Rakowski et al. (1993) and Sheehan (1989). This lack, i.e. not 
recognizing the shift from functional logic to process logic, can generally be said to 
be true considering the studies that have focused on other aspects of the evolution 
as well. The internationalization process has been studied by for instance Stone 
(1995, 1996, 1996b, 1998) and Hertz (1993) and mergers & acquisitions (Peters & 
Jockel, 1998; Hastings, 1999; Klaus, 1999;).

”In 1991, acknowledging this trend, I (Melvin Peters) and two colleagues from the 
Centre of Logistics and Transport at Cranfield School o f Management (CCLT) 
expressed the following view: ’Several key developments provide the foundation for 
the proposition that the 1990s will be the era of the freight mega-carrier, with the 
future European freight industry coming to be dominated by a few, very large, 
companies.’ In 1998 we are just beginning to see the emergence of such 
companies.”

Peters & Jockel, 1998

Mergers and acquisitions seem currently to be the trend that attracts most interest 
in observing the development of services available for manufacturing or trade 
companies logistics needs. The high activity towards “One-Stop-Shopping” or 
“Mega-Carriers” which had been foreseen in the late 1980s (e.g. O’Laughlin et al., 
1993; Peters & Jockel, 1998) Is currently gaining wider recognition. But, as of now 
this has not primarily affected the TPL phenomenon as the mergers and 
acquisitions have mainly been focused on increasing the geographic coverage or 
adding other functional oriented services to the available service portfolios.
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Integration of acquired and thus consolidated service capabilities is yet to be 
accomplished, and thus the TPL cluster is as of now not highly affected by for 
instance Deutsche Post’s still increasing ownership or interest in a large number of 
companies6.

From available results from empirical studies on the shipper’s reasons to 
outsource, a reasonably good understanding of why manufacturing and trading 
companies outsource logistics processes can be developed. However, the lack of 
provider interest in contemporary logistics research has resulted in these reasons, 
i.e. different forms of benefits for shippers, not having been connected to the 
TPLPs methods for value creation. Furthermore very little work has been focused 
on what the different means of value creation TPLPs may have. To conclude this 
line of reasoning provider characteristics must be connected to strategy (strategic 
positions) in accordance with value creation methods and thus client benefits. The 
TPL cluster of providers is young and probably in need of ways of defining its 
business, i.e. linking activities to clients’ benefits. The logistics community has not 
been studying the particulars of TPLPs, rather it has used models based on the 
functionally oriented forwarding, transportation, and warehousing industries, if 
considering TPLPs at all. As TPLPs are different this is an omission, and 
descriptive and positioning tools need to be generated with these differences taken 
into consideration.

This thesis aims to make a contribution to the understanding of the TPLP’s 
situation by focusing on value creation and strategic positions in the new strategic 
cluster of providers.

1.3 Purpose

It is quite obvious that the cluster of TPL providers is in a significant growth period, 
it seems that the demand so far exceeds supply. In such a phase of an industry’s 
development it is relatively easy for a large number of companies to run a 
profitable business, according to Porter (1996):

6 Air Express International, ASG AB, Danzas, DHL, Ducros Services Rapides, Global Mail company, 
Guipuzcoana in Spain and Portugal, ITG Internationale Spedition GmbH, the parcel and logistics division of 
Nedlloyd, MIT, Qualipac, Yellowstone International, AG Securicor Group Ltd. -  As collected from Deutsche 
Post press releases available at http://www.deutschepost.com/postagen/.
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”{Developing a strategy in a newly emerging industry ....During such periods in an 
industry’s development, its basic productivity frontier is being established or 
reestablished. Explosive growth can make such times profitable for many 
companies, but profits will be temporary because imitation and strategic 
convergence will ultimately destroy industry profitability. The companies that are 
enduringly successful will be those that begin as early as possible to define and 
embody in their activities a unique competitive position.”

Porter, 1996 p. 78

Strategic development or as some express it competitive strategy in relation to 
clients, competitors, suppliers etc. is the core process in company development. 
The strategy process aims to use and develop the unique features of the company 
to create a strong competitive advantage to harvest the profitability the market 
offers.

”Competitive strategy is about being different”

Porter, 1996 p. 64

Even if the TPL cluster is to be considered as relatively young and thus evolving as 
it grows, strategic development is important, as Porter points out, as well defined 
competitive strategy will be critical as the industry matures. Whether or not the 
profitability of the TPL business is a fact, Porter’s case for early strategic 
positioning is valid.

The collection of companies that provides TPL services, which will be regarded as 
the TPL industry or strategic cluster in this dissertation, has been evolving under 
number a of years but is not to be considered to have reached a mature phase. 
During the emerging phases of industry development there are no rules or designs 
that govern the actor’s behavior from a strategic point of view (Porter 1980 p. 215). 
This lack of rules is both a risk and an opportunity for TPL providers. However from 
a longer-term point of view competitive strategy is important even during evolution, 
as it according to Porter is the way to endure successfully when competition gets 
harder. Further as the situation is characterized by strategic uncertainty, being in 
an emerging phase, the industry participants are in need of the means to describe 
and formalize strategy. The purpose of the dissertation is to:

Explain strategic positions of the emerging TPL providers
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1.4 Outline of the dissertation

This dissertation consists of three independent entities and this finalizing volume, 
which collectively cover the purpose. In this section a chronological process 
description of the dissertation is provided, followed by brief discussions of the 
important components: the four independent publications, two empirical studies, 
and the three main areas of theoretical studies. The licentiate thesis (Berglund, 
1997) is included in the dissertation as a separate volume, whereas the articles 
(Berglund, Laarhoven, Sharman, & Wandel, 1999 and Laarhoven, Berglund, & 
Peters, 2000) are included in this volume as appendix 2 and 3.

1.4.1 The research process

The research process that is concluded by this dissertation started in essence in 
the beginning of 1996, and has passed through a few phases. These phases are 
best summarized by the four publications, which in reality have been means or 
tools for focusing the research. From a process and chronological point of view 
there are also other aspects that are of interest as they represent different 
components, i.e. the empirical studies and specific theoretical inputs. The overall 
design has been stepwise contribution of empirical and theoretical input. The 
empirical studies, one global that focused on the TPLPs and one European on 
TPL buyers, represent the collection of the data that have been used for the 
publications. The study on TPLPs were executed prior to the TPL market study,

Feb. 95 Dec. 95 Nov. 97 Nov. 98 Dec. 99 Jun. 00

Figure 2: Chronological relations between the different components of the 
dissertation.

TPL & basic Provider models Strategic positioning & TPL update
strategy literature in logistics literature

Provider study Shipper study

• • •-------------------- •

Licentiate thesis Article 1 Article 2 Concluding volume

♦--------4 4----------- --------------------4
4------------------ 4

H-------------1-------------1---------------1--------------- 1--------- ►

see figure 2.

Theoretical
studies

Empirical
studies

Publications
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The first empirical study is the actual starting point and the main source of 
information regarding the TPLPs and the second supports the analysis and 
conceptualizations of the TPL market with information generated from a buyer’s 
perspective.

From the theoretical perspective, different forms of theoretical inputs have been 
collected, analyzed, and used in different phases of the dissertation. As described 
in Berglund (1997, p. 90) a basic theoretical framework was built on the general 
strategy literature and a review of the TPL literature. This initial framework served 
as the base for the first empirical study. In analyzing the data of the first empirical 
study, additional theoretical inputs were added by considering existing models on 
logistics services and companies.

The outputs from these first steps were released in Berglund 1997 and Berglund et 
al. 1999. The second empirical study (on the TPL market) published in Laarhoven 
et al. (2000), as well as theory from the diverse fields of strategic positioning 
theory, was then used in an additional step in analyzing and conceptualizing the 
results from the first empirical study which is reported in this volume.

1.4.2 The different publications of the dissertation

As stated in 1.4.1 the dissertation contains four individual entities, whereof the 
three first have already been subjected to and validated by peer review. If we 
regard the different publications as part of a process for resolving the task, 
Berglund (1997), Berglund et al. (1999), and Berglund (2000) are a sequence that 
focuses on the provider perspective. The article Laarhoven et al. (2000) serves to 
support and complement this volume with information from the buyer’s 
perspective. In figure 3 the dissertation is presented in terms of output from a 
process point of view, which clearly shows the stepwise way of resolving the task 
that has been used in the dissertation (see, Chapter 5).

The licentiate thesis (Berglund, 1997), took a first step in studying the positioning 
of TPL providers, by 1. developing a model for studying the strategies of TPL 
providers, based on empirically found variables and models earlier used in logistics 
research, and 2. generating empirically supported hypotheses regarding TPL 
provider strategies and the TPL industry. The thesis is based on an explorative 
study of 21 Australian, European, and North-American third-party providers, all 
recognized as leading, innovative, or influential TPL cluster participants.
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In the second publication7 (Berglund et al. 1999), further discussions, analyses and 
conceptualizations of the empirical material from the study on strategies of third- 
party logistics (TPL) providers used in Berglund 1997 is presented. The size of the 
TPL set of actors and the different requirements placed on logistics as opposed to 
basic services, such as transportation or public warehousing, are examined. The 
three waves of entrants into the TPL cluster and the taxonomy for value-creation 
by logistics providers are discussed. These components link directly to the initial 
thought on these issues that are presented in Berglund (1997). The empirical 
findings for a strategic segmentation of the TPL providers are presented, and are 
further developed by adding a second strategic dimension to the results presented 
by the licentiate thesis. The strategic segmentation thus found, based on Berglund 
(1997) and further analysis, is connected to the waves of entrants and the 
taxonomy by an evaluation of the skills required of TPL players. The maturity of the 
TPL cluster of providers is discussed and found to soon reach an initial stage of 
maturity, but that further changes are to be expected.

In the third publication, the second article8 (Laarhoven et al., 2000), the results of a 
survey among shippers in several European countries involved in outsourcing their 
transport, warehousing and other logistics activities are discussed. The survey, 
which is a joint project of the Universities of Cranfield, Eindhoven, Linköping and 
Rotterdam (Erasmus) and of ManDat GmbH, is the sequel to a similar survey 
carried out five years ago. The results have led to a renewed insight into the 
characteristics of logistics partnerships, the key success factors for making 
partnerships work, the concerns that shippers have about outsourcing, and the 
benefits they expect to receive from it. Thus, within the scope of this dissertation 
this article represents an updated description of the TPL market (the TPL buyers), 
which on its own is an important contribution to work previously done at the 
division9, i.e. Andersson (1995 & 1997). However, for the context of this 
dissertation it is important to recognize that the buyer’s perspective has been used 
in order to improve the conceptualization of the value creation system. The survey 
has led to two major observations: firstly, that the scope and level of sophistication 
of the partnerships have increased over the past five years, be it very gradually,

7 In order to evaluate the credits that this joint publication contributes to the dissertation the defendant’s role is 
important. In publishing this article, as well as the second article, I have been involved and actively 
participated in all of the steps from designing empirical studies to responding to reviewers comments. Further 
no part of the publication can be said to be my sole contribution, as the articles are truly joint publications. 
Credit and thus the value in connection to this dissertation should t be evaluated accordingly.

8 Manuscript accepted for publication in the International Journal of Physical Distribution & Logistics 
Management, Vol.30, No. 5.

9 Logistics and Transport Systems, Linköping Institute of Technology.
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and secondly, that the perception of outsourcing by shippers has not changed over 

the same period.

Dissertation - output

Berglund 1997

TPL terminology version 1 
TPL industry description 

Waves of entrance 
Use of subcontractors 
Growth and growth directions 

Value creation taxonomy version 1 
Model for TPLP description version 1 
Strategic positioning model versionl

Laarhoven et al 2000 ▼

Description of European TPL buyers' 
Development between 1993 and 1998 

Increased scope and sophistication 
Key success factors 
Concerns and benefits

Berglund et al 1999

f  Size of TPL industry 
Three waves of entrance and maturity 
Value creation taxonomy version 2 
Strategic positioning model version 2 
Connection between value creation & 

strategic positioning version 1

Berglund 2000

TPL terminology version 2 
Value creation taxonomy version 3 
Value creation system 
Model for TPLP description version 2 

Strategic positioning model version 3 
Connection between value creation and 

strategic positioning version 2 
Implication for managers

Figure 3: The outputs of the dissertations different components

This volume focuses on the stated research issues (value creation and strategic 
positions), and primarily contains conceptual work based on the knowledge that 
can be drawn from the three preceding publications and additional theoretical 
support which thus adds an additional layer of conceptualization. This volume 
makes a contribution, primarily by focusing on the information contained within the 
other publications on the research issues as presented in Chapter 4. This volume 
does not present any additional empirical data generated within the scope of this 
dissertation.
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1.5 A Statement on TP Definitions -  
Terminology

As a point of departure a few definitions ought to be stated, as the academics and 
practitioners interested in the Third-party logistics field of research have not yet 
converged on a single consistent terminology. Several different terms, which all 
basically carry the same message, have been introduced over the last decade 
such as logistics alliances (e.g. Bowersox 1990; Bagchi & Virum 1998), operational 
alliances in logistics (e.g. Laarhoven & Sharman 1994, Andersson 1995), logistics 
partnerships (e.g. Lambert et al. 1999) contract logistics (e.g., Africk & Calkins 
1994; AT Kearney 1995), contract distribution (Wilson & Fathers 1989), and Third- 
party logistics (e.g. Virum 1993; Lieb & Randall 1996). There seems also be a 
constant flow of new terms, of which some mainly add more to the confusion. See 
for example, Andersen Consulting’s contribution to the confusion about TP- 

terminology with 4PL™10 11 (Gattorna 1998). The purpose of this section is to 
advocate a consistent use of terminology, and to define the terminology to be used 
in this study.

Currently two terms seems to be dominant in the literature in that both more or less 
describe the critical characteristics of the phenomenon discussed in this thesis, i.e. 
Third-party logistics and Logistics Alliances. Third-party logistics (TPL) is probably 
the most used term, even if the meaning varies. Further, TPL is simpler to describe 
than Logistics Alliances and is thus the preferred alternative. The term Logistics 
alliances is not preferred, since it requires an understanding of the term alliance in 
order to be clearly communicated. The term alliances needs further specification, 
as several classifications of alliances have been suggested (e.g. Ellram 1993 and 
Bowersox & Daugerty 1998,), to be a good description of the relationship in focus. 
Their reference to alliances is good though, which will be discussed later, as it 
points out some characteristics of TPL that are not evident from the term itself.

Third-party (TP) as the first critical component of the term is consistently used 
within the research community, and follows basic definitions of the term11. The 
term Third-Party comes from the observation that a company, i.e. party three, acts 
between two primary participants (parties 1. and 2.) in a supply chain (SC) without

10 4P L  is a registered trademark of Andersen Consulting.

11 Third-party: 1. A person other than the two main people concerned in an agreement, contract, law case etc. 
2. A person not named in an insurance agreement, but who will be protected by the insurance if an accident 
happens. (Longman dictionary, Longman Group 1987 p. 1104).
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taking title (ownership) or at least no commercial risk for the goods in the flow of 
materials in the SC. These companies are generally denominated the providers, 
i.e. as they provide services, whereas their clients are normally called shippers, 
due to a traditional distribution focus. The primary participants have ownership of 
goods/take title and are therefore named parties one and two.

The two primary 

participants

“Shippers”

Third-party
organizations

“Providers”

Second tier 
suppliers

Organizations part o f a 
Supply chain

Organizations that 
do not take title

Service suppliers to part 3 
without direct relation to part 1 & 2.

< = c c >

First Tier Relationship Second Tier Relationship

Figure 4: The relationship between the three parts and the tiered service production 
structure.

Another way of describing this is to say that the TP companies are acting with their 
clients’ mandate in the supply chains they are operating in. Please note that the 
TP can act either between two different legal entities or between two different 
parties within the same legal entity. Even though the TPLPs may have a triadic 
relationship with both of the primary participants, this cannot be considered as the 
normal case. In general the provider only acts on behalf of only one of the primary
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participants, the shipper12, as the bulk of contracts concerns in- or outbound 
systems where one of the primary participants, as represented in figure 1, in reality 
is a multitude of different actors.

The point of reference for building up this terminology is thus the companies that 
drive the supply chains, or in other words the processes of transforming raw- 
materials to finished goods. Even though the TP client is usually referred to as a 
shipper the logistics need that is fulfilled by the TP (the focal logistical need) can 
be of any sort, e.g. In-bound, out-bound, reverse, etc. Third-parties are most 
commonly used for out-bound operations, but the sales of inbound and reverse 
operations of the Third-party providers are increasing (Berglund 1997).

The third-party providers will also be called first tier suppliers, as empirical 
evidence (Berglund 1997) shows that subcontracting part of the “service 
production process” is a currently normal and increasing practise of TPLPs. Figure 
4 as well as the discussion above clearly state that the prefix Third-party should 
only be used for companies that have a first tier relationship with the primary 
participants (The owners of the goods). Second tier suppliers will mean, by the 
logic used, the TPLP’s suppliers, which only indirectly have a relation to the 
primary participants.

The “Logistics” component of Third-party logistics is widely accepted as well, but 
the interpretations of the international logistics community diverge. One can say 
that there exist two interpretations of the term in combination with Third-Party, one 
that refers to all types of contracts where some logistics related activities are 
executed by an external organization -  the all-inclusive interpretation. The second 
version of the term TPL emphasizes the more comprehensive forms of 
outsourcing, which fulfill the requirements of the term logistics. The term TPL 
should according to this view only be used for situations where the 
outsourced/subcontracted process as a whole contains all the activities required 
for logistics i.e. transportation, warehousing, information handling, and 
management activities -  the particular interpretation. This, the second, version of 
the term emphasizes the word logistics in TPL. All of the major textbook definition 
(e.g. Ballou 1992, Coyle, Bardi, & Langley 1996, Lambert, Stock, & Ellram, 1998), 
which most often use CLM’s13 definition:

12 The Clients of TPLPs are generally called shippers even though the clients can be shipping or receiving 
(Consignor or Consignee) the products due to a predominant distribution focus in early TPL literature.

13 The Council of Logistics M anagem ent is a professional business organization of individuals throughout the 
world who have interests and/or responsibilities in logistics and the related functions that make up the logistics
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Logistics is that part of the supply chain process that plans, implements, and 
controls the efficient, effective flow and storage of goods, services, and related 
information from the point of origin to the point of consumption in order to meet 
customers' requirements.

Council of Logistics Management, 1999

The European Logistics Association14 uses a similar definition that relays the same 
message:

“The organization, planning, control and execution of the goods flow from 
development and purchasing, through production and distribution, to the final 
customer in order to satisfy the requirements of the market at minimum costs and 
minimal capital use. ”

European Logistics Association, 1997

Thus, the term logistics state, according to CLM & ELA, that all the activities 
mentioned above should be included in order to constitute logistics and thus a 
logistics service. This can naturally be debated, but the difference between 
providing single services and integrated services containing a large range of 
different activities is significant. Depending on which view of the term TP Logistics 
is used, different results will be obtained. For example size estimates of the TPL 
cluster of providers in Europe significantly differ (Berglund et al. 1999)15. 
Furthermore the skill-sets required to handle a TPL service of the particular 
interpretation are much larger, than the simpler forms of outsourcing. It ought to be 
noted, though, that some authors e.g. Bagchi & Virum (1998) consider logistics 
alliances to be just that interpretation of TPL, the particular, that is used in this 
thesis, and that the term Third-party logistics ought to be used when considering 
these issues according to the all-inclusive interpretation.

Further, both CLM and ELA point out that logistics occurs along the whole length 
the processes of transformation materials into goods for final consumers (a Supply 
Chain (SC)), e.g. “goods flow from development and purchasing, through 
production and distribution, to the final customer” . However, the intention is not 
that this full-length perspective is to be a determining factor rather it is that logistics

profession. CLM membership consists of 15,000 women and men from a diverse worldwide population. 
http://www.clm1 .org/.

14 ELA -  the European Logistics Association is a federation of 36 national organizations, covering almost 
every country in W estern Europe, http://www.elalog.org/.

15 Based on the all-inclusive view this results in a size of around USD 38 billion (Datam onitor, 1999), whereas  
the particular definition delivers estimates around USD 5 - 7  billion (Berglund et al, 1999).
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can occur anywhere along SCs as long as the determining activities are included. 
Moreover, as discussed and defined in Berglund (1997) SCs as entities need to be 
divided, by the reason of the large heterogeneity in the material flow that a whole 
SC contains. Collectively, the following flows represent the physical flow as well as 
the product transformation or value creation in the general case, and ought to be 
managed separately due to this heterogeneity:

A The main flow from raw material to the final product in the end users 
possession,

d  The flow of after sales service or spare parts to the point where the finished 
product is serviced, and

A The reverse or backwards flow of any kind of objects that once were part of the 
main or service forward flows, e.g. used, damaged, or outdated products, parts, 
packages, containers, or wastage

Hence, the primary participants’ needs for logistics services are most often fulfilled 
by more than one TPL provider, without splitting the integration of activities, 
divided as sections along the SC or according to the different flows of SC (as 
defined above). A third way to divide responsibilities for logistical processes 
(shippers logistical needs) between different TPLPs is by geographic areas. 
Furthermore is it possible to differentiate between different products groups if the 
logistics need significantly differ. Therefore focal logistics need as used in the 
definitions of TPL in this dissertation is normally a subset of the shipper’s total 
logistics needs. Focal logistics need as a defining term must comply with the other 
characteristics as discussed in this section, i.e. a logistics process.

In order to do empirical research on TPL a pragmatic and operational 
interpretation of the statements above has to be used. The following definition on 
TPL has been used in several earlier works (see Laarhoven & Sharman 1994, 
Andersson 1995, Kopczak 1995, Andersson 1997, Berglund 1997, and Berglund 
et al., 1999) and will be used in this dissertation as well.

TPL is defined as activities carried out by a logistics service provider on behalf of a 
shipper and consisting of at least management and the execution of transportation 
and warehousing. In addition, other activities can be included, for example 
inventory management, information related activities, such as tracking and tracing, 
value added activities, e.g. secondary assembly and installation of products, or 
even supply chain management. Also, the contract is required to contain some
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management, analytical or design activities, and the length of the cooperation 
between shipper and provider to be at least one year.

This distinguishes third-party logistics from traditional “arm’s length” sourcing of 
transportation and/or warehousing. This emphasizes that this definition of TPL 
excludes execution of basic transportation activities that are not carried out in 
combination with warehousing and/or other activities. Warehousing can be 
excluded only if it is not part of the focal process, as logistics systems without 
inventories are becoming more common, e.g. JIT and production-to-order.

This definition requires that the service provider have to be an external, legally 
separated entity. The relevance of such a limitation can naturally be debated as 
internal entities might function in the same manner as external ones. The limitation 
is used in order to get an, in this aspect, homogeneous classification and that the 
relationship between the TPLP and the shipper should be based on business 
requirements rather on the more uncertain intra-firm politics.

At this point further comments on the term logistics alliances, as used by several 
TPL researchers, is appropriate. If one considers that TPL of this particular 
interpretation, the scope of the relation between shippers and providers becomes 
rather significant for both parties. This makes alliance or partnership types of 
characteristic necessary ingredients for the relationships to be viable in a longer 
perspective. Ellram (1993) defines alliances on a continuum ranging from Basic 
alliances, characterized by information sharing on “as needed” basis to ease 
transaction flow, to Strategic alliances where sharing of long-term strategies is the 
base. The point being that TPL of the particular definition must by default be 
regarded as an alliance of at least the basic character.

Contracts or other types of formal agreements are the normal way to govern TPL 
relationship, but the degree of specification varies from case to case. In 1993 all 
but one of the 50 shippers interviewed, in a study of European TPL buyers 
(Laarhoven & Sharman 1994), used contracts to govern the TPL relations they 
had. More than half of these contracts had detailed specifications and 
performance targets written in to their contracts, but penalties were seldom 
included. From a contractual point of view TPLPs are engaged in dyadic 
relationships with one of the primary participants, the shipper.

The particular definition will be used in this thesis as those types of relationships 
are much more complex in nature and are therefore the more interesting to
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penetrate. In reality, it is this version of the phenomenon that from a North- 
European perspective is new and less researched.

Third-party logistics is in this dissertation defined as

Organizations use of external providers, in intended continuous 
relationships bound by formal or informal agreements considered 
mutually beneficial, which render all or a considerable number of 
the activities required for the focal logistical need without taking 
title.

As one of the following section will show the TPL providers use a considerable 
number of subcontractors tiered in several stages from the primary relationship 
between parties one and two. The following definition, adapted from Berglund 
(1997), of TPL providers (TPLP) is used in this thesis as it recognizes the 
providers use of subcontractors:

A TPL provider is an organization that for external clients 
manages, controls, and delivers third-party logistics.

Note that the definition of a TPLP do esnot prescribe who designs the logistics 
solution managed, controlled and delivered by the TPLP, nor does it restrict the 
TPLP from using other organizations for the execution of operations.
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2 Third-party logistics is 
different

In this section the reason to consider TPL as a separable type of service will be 
discussed. As TPL is considered as a new type of service available for logistics 
users the providers of such services will meet a new and separable market. The 
section is concluded by discussing size and maturity as a result of considering TPL 
services separable from the traditional forwarding transportation and warehousing 
markets.

2.1 The General Path into the TPL cluster

Returning to ASG AB’s evolution the first major move into TPL services was taken 
in 1974, (see, table A.1.1) with the creation of a "logistics department" unit under 
the "development division", working with central warehousing assignments for 
Bosch, Duni & Finess, and Volvo BM. Compared to the process-oriented TPL 
contracts that are formed today, ASG AB’s central warehousing assignments, as 
they were at that time, have to be regarded as rather rudimentary and primarily 
functionally oriented.

" . . .  in order to strengthen ASG’s leading position in TPL and to ensure a objective, 
neutral development o f such partnerships with clients”

Discussions with managers of ASG Logistics.

During the time that passed until ASG AB created a separate, independent legal 
unit, ASG Logistics AB, the service range and the co-ordination of different 
activities successively increased.
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The increase in service range and co-ordination of activities towards a more 
process oriented service results in a complex situation in terms of producing the 
integrated services. Besides providing fairly comprehensive integrated services the 
TPLPs have in general continued providing “single activity” services, like 
forwarding, transportation or warehousing. In ASG AB’s case the production of 
warehousing services (as a single activity) and transportation was separated from 
TPL services by the creation of ASG Logistics AB.

“By that the traditional warehousing services that were separated, stayed within
ASG Sweden AB. ASG Logistics started with the existing Third-party logistics
contracts as its base, which amounted to approximately 450 MSEK.”

Discussions with managers of ASG Logistics.

The increase and co-ordination of the service range, and the resulting process 
orientation, resulted, as indicated in section 1.1, in new skill requirements.

The actors in the TPL industry (the providers) have like ASG in general developed 
into the role of an integrated service provider from a related business area. If the 
industry is defined as all those companies that provide third party logistics 
services, as in this dissertation, the number of participants becomes large and 
shows heterogeneity. The one aspect that links the participants is that they provide 
logistics (integrated process oriented services) management services to 
companies involved in the transformation process of raw material to final 
consumption. The customer can thus be anyone involved in managing the flow of 
goods or material. The degree of operational participation in the actual production 
of the activities included, varies as many TPLPs sub-contract part of the 
production processes (Berglund, 1997). This is especially true for those industry 
participants who have originated from a forwarding business. A well-developed use 
of sub-suppliers within the industry is logical, as the market contains clients who 
have ail decided to go for logistics outsourcing.

Considering the multitude of different types of clients (and client products) as well 
as the different parts of these clients SCs that can be served, important strategic 
differences ought to exist between the differences TPLPs. These differences 
between providers are obvious in reviewing the several models or ways to classify 
or distinguish the provider that have been published. Probably the first way of 
classifying providers was to separate the providers based on their original service 
offering, which is quite natural considering the fact that most of today’s TPL
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providers have their roots in a related service offering such as warehousing, LTL16- 
transport, FTL17- transport etc. These TPLPs will be called traditional TPL 
providers, as they appeared first and since TPL is a logical and for many an 
inevitable step in their development. This is not a new finding, even if the historical 
development of these companies has not been focused much in the contemporary 
literature on TPL providers.

This development pattern (From providing single support activities to providing 
integrated processes) has also been noted by several industry observers, e.g. 
Leahy et al. (1995) and Sheffi (1990). Leahy et al. talk about modern TPL 
providers18 and start out by addressing the problem of defining TPL. They go on to 
point out that third-party logistics today has developed from quite simple 
operations to multi-functional services, characterized by long-term commitment 
and mutually beneficial relationships, and use this as their definition of the term, 
TPL provider. The creation of the TPL industry can in general be described as 
primarily a development of companies providing related service offerings, such as 
transportation, storage, and forwarding. The focal type of company has gained 
TPL capabilities by acquiring additional capabilities around the original core, in 
order to be able to provide integrated logistics services:

“Each of these intermediaries was a specialist in a part o f the business that the 
average traffic manager did not have the time and resources to manage in-house. “

Sheffi, 1990 p. 27

Functional support based service offerings are the traditional cradle of the TPL 
providers of today, but other origins ought to be mentioned as well.

”Many of these new companies originated in sophisticated logistics departments of 
large shippers. These departments found a business opportunity in providing 
logistics services to other shippers, as well as to their own parent company.”

Sheffi, 90 p. 32

The logistics departments of producing companies are recognized as the origin of 
many competent TPL providers supplying complex services, e.g. Cat Logistics.

16 Less than Truck Load

17 Full Truck Load
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One way to describe TPL providers have been according to the logic behind their 
original capabilities or asset base (current or original) as a determinant of 
capabilities, i.e. position in terms of core services. A.T. Kearney (1995) uses this 
as a model of the positions that in practice were perceived by clients in the early 
stages (late 1980s to early 1990s) of the development of third-party logistics:

"That is, logistics providers affiliated with asset-based companies built their 
businesses on the services that utilized their own assets, and shippers used that 
asset base as a signal o f the provider's capabilities.

A.T. Kearney, 1995 p.3

A.T. Kearney among others (e.g. Leahy et al. (1995), Rao, Young, & Novic. (1993), 
Sink et al. (1996), and Sheffi (1990)) have noticed that several logistics service 
providers have no physical asset base, which also represents a traditional way of 
distinguishing between the TPL providers i.e. by splitting the set of actors into 
asset and non-asset providers. Sometimes hybrids are considered as a third form. 
They also report that the non-asset-based providers are more innovative than the 
asset based.

“They trade on their capabilities, adding new solutions in response to customer 
needs. Their role is largely that of a problem-solver and integrator, forming alliances 
with other providers and subcontracting selected functions to create a valuable 
package o f services at a low cost

A.T. Kearney, 1995 p.4

The importance of origin as a way to classify TPL providers, i.e. FTL-based, LTL- 
based, warehousing-based, etc., has thus been challenged (Beccia & Davis, 1997) 
as other issues seems to be more important than origin, once the providers have 
taken their positions as a TPLP. This way of dividing the TPLPs is quite similar to 
doing it by origin, as asset vs. non-asset is really an issue of origin, i.e. non-asset -  
forwarders, brokers, consultants, shipper logistics departments.

Empirical work (Berglund, 1997) shows a reasonably clear pattern in terms of 
when different actors entered into the TPL arena as depicted in figure 5. First the 
traditional logistics service providers entered. This group consists of companies 
originating in transport, forwarding and warehousing, all representing basic 18

18 The sample used in the study w as taken from MacDonald (1993). The authors believe that it ”represents 
companies that meet the definition of a ”modern” third-party provider as well as are most likely to be on the 
leading edge of developments in third-party logistics” (Leahy et al., 1995 p.7).
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functional capabilities needed for TPL contracts. Actually, the companies 
originating out of warehousing based positions tend to have entered a bit earlier 
that the transportation and forwarding based TPLPs (Berglund, 1997 p. 141) 
according to the sample collected. The second wave of new TPLPs can in general 
be dated to the early 1990s when network base companies started with significant 
TPL activities. This second wave of TPLPs share with the first wave a strong 
functional capability in warehousing and transportation related activities, but in 
comparison they represent a higher IT capability. The fact that the TPL market has 
attracted interest from a set of companies we can consider non-traditional TPL 
providers is worthy of recognition. An active involvement of companies mainly 
working with management consulting, information technology or financial services 
clearly indicates that the providers should be considered from another angle than 
the traditional origin or non-asset vs. asset-based classifications.

Thus, whereas the first and second wave entrants base their strength on traditional 
logistics activities such as transportation, warehousing or running a scheduled 
network, these new players build on very different skills such as IT, consulting or 
financial ones. In other words, there is a gradual shift from asset-based to skill or 
systems based players.

Traditional logistics 
service providers

Network players New players

ASG
EXEL
Frans Maas 
GATX

DHL Management consultants
TNT Information technology
UPS Financial services
FedEx

etc.

-  80s early 90s late 90s

Figure 5: Waves of entrance into the TPL industry. Source: Based on Berglund
( 1997), p. 141 and Berglund et al., (1999) p.62.

Furthermore other types of actors are closing in on the TPL providers in their core 
service areas e.g. contract manufacturers and distributors (Berglund 1997,
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Appendix 4. p. 58). These companies increase their service portfolio by the same 
logic as TPL companies increase their activities in the value-adding (VA)-area. As 
the TPL providers have entered the industry and positioned themselves as 
logistics specialists, the original service must be considered as just part of the 
delivered package and the position logic must be found on the complete service 
level.

The development pattern that Sheffi (1990) describes, i.e. adding complementary 
connecting capabilities to a traditional core, does not apply to all companies in the 
TPL market as of today, but is true for the majority as indicated by the short review 
on historical development in appendix 1. If we take yet another step down the 
historical development of a TPLP it is obvious that additional information regarding 
the transition from single activity actor to an integrated service provider can be 
observed. Important steps towards the development of TPL services ought to be 
noted, as evidenced in the milestones of Fritz Companies, Inc. in table 2. This 
clearly shows that developments have occurred stepwise over a number of years.

Table 2: The Milestones of Fritz Companies, Inc.
Source: Modification of Fritz Companies, Inc. 1999:b. See appendix 1 for full table.

Year
Arthur j. Fritz founded a Customs Brokerage business in San Francisco

1937 Ocean Freight Forwarding services was established
1948 Domestic Air Freight services established
1954 Insurance Brokerage and Duty Drawback added to Fritz services portfolio
1963 Materials Management and Domestic Distribution services began
1968 Fritz information services established
1972 First company owned offices outside the U.S. with Asia consolidation and non-vessel 

operating common carrier (nvocc) services established
1975 Consulting, Legal and Value-added services offered to clients
1980 On-line database created for U.S. network
1995 Acquisition of International A ir Freight Forwarder leads to Fritz becoming one of the 

top Freight Forwarders in the world, mix of services changes, Latin America agents 
acquired

It seems that generally the TPLPs in their development first acquired a few 
additional capabilities or services, which were then gradually integrated into 
service products to create a more process oriented service according to their 
clients’ demands. The original base of the service provider seems to have affected 
the development of TPL services, i.e. integrated services, as it colors the character 
of the services even today. But as a few of the industry observers, e.g. A.T. 
Kearney (1995), have noticed the original capabilities of the TPL providers seem to
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become less important as the providers develop services for different phases of 
clients’ logistics processes.

“Leading operators are already switching from the asset based offer to a proposition 
that leverages on process capability”

Beccia & Davis, 1997 p. 703

Forwarding

LTL-Transport

FTL-Transport

W arehousing

Air express 

D elivery

Postal

service

Positioned as Positions as a TPLP,
”Single-activity” by adding functional

service capabilities

Position as TPLP 
with process based 

services

Figure 6: Development of TPLPs from “single-activity” services to TPL services.

The development into the strategic cluster of TPL providers can be said to occur in 
a few repositioning steps: 1

1. Adding services around the original core and offering execution of separate 
functionally oriented services,

2. Creating TPL service based on original service and added capabilities -  
offering management and execution of a combined cluster of functionally 
oriented services, and

3. Reshaping TPL service in accordance with a process orientation based on the 
client’s business requirement and managing and executing those processes.

Currently we find TPLPs that are organizing in ways that could be regarded as 
towards the third step in moving from just functional support in a logistics activity to 
TPL services. This can be witnessed by the fact that many create focused groups 
around a limited number of client industries or specific asset characteristics. For 
instance, FedEx logistics which emphasizes “aerospace, automotive, healthcare,
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high technology, industrial, and consumer products” Fedex (2000) and Tibbett & 
Britten who focus on Motor, Clothing & Textiles, Food & Grocery, and High 
Technology/Non-Food (Tibbett & Britten, 2000).

2.2 Industry, market, strategic groups, and 
evolution

One of the foundations of this dissertation is that providers of logistics services 
represent a separable group of providers, which we can call the TPL industry or 
the strategic cluster of TPL providers. In order to start discussing the new TPL set 
of actors the term’s industry and strategic group needs to be better defined. In a 
general sense the term industry is used to classify companies into coherent 
clusters. This is for instance done according to standardized codes by 
governmental agencies, e.g. Eurostat (EU) and national counterparts like SCB in 
Sweden, and used to gather statistical data for a multitude of purposes.

Within a business setting the term industry primary is used when considering 
competition, strategic planning, etc. and is highly connected to the concept of 
markets.

"An industry is a market in which similar or closely related products are sold to 
buyers.”

Porter, 1985 p. 233

Industry and market definitions connect to products or services, which obviously 
can be very different. Geographic considerations are often taken into account in 
addition to products when defining markets.

“A Market definition specifies the competing products and geographic area in which 
competition occurs that determines the price for a given product. ”

Carlton & Perloff, 1994 pp. 803

The use of the terms differs between different academic communities (Kotler, 1991 
p. 9). Economists use market and industry interchangeably for representing both 
sellers and buyers of products whereas marketers use market for buyers and
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industry for sellers. I do in this aspect side with the marketers and will in the text 
hereafter use industry for the sellers and market for the buyers.

“An Industry is defined as a group of firms that offer a product or class of products 
that are close substitutes for each other. ... Economists define “close substitutes” as 
products with a high cross-elasticity of demand. ”19

Kotler, 1991 p. 222

A proper definition of the product dimension of a market should include all those 
products that are close demand or supply substitutes. ... The geographic limit of a 
market is determined by answering the question of whether an increase in price in 
one location substantially affects the price in another. If so, then both locations are 
in the same market”

Carlton & Perloff, 1994 pp. 803

The basic definition of the term industry is then a set of companies whose products 
are so similar that they substitute each other. This aspect is a general norm for 
drawing the line between different industries, which according to most authors is at 
best a vague exercise.

“Let us adopt the working definition of an industry as the group of firms producing 
products that are close substitutes for each other. In practice there is often a great 
deal of controversy over the appropriate definition, centering around how close 
substitutability needs to be in terms of product, processes, or geographic market 
boundaries.”

Porter, 1980 p. 5

According to Porter it could then be equally appropriate to consider TPL as just a 
new market segment, or rather as a new strategic group within a larger 
categorization as it doesn’t really matter.

“A strategic group is the group of firms in an industry following the same or a similar 
strategy along the strategic dimensions”

Porter, 1980 p. 129

19 “The cross-elasticity of demand is the percentage change in quantity dem anded in response to a 1 percent 
change in another product’s price.” Carlton & Perloff, 1994 p. 806.
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Within an industry, i.e. companies whose products are substitute for each other, it 
may be possible to find companies that are different in terms of strategies.

However, such a use of terms in this case does not emphasize the large 
differences in skill requirements that will be discussed in section 2.3 and have to 
be subjected to a discussion about substitutability. Furthermore, this basic 
definition of an industry permits companies to compete in different industries as 
they may have a set of different products or services that are not substitutes for 
each other, and thereby exist on different markets as well as products in different 
segments of a market. This point out the fact that there may be interrelationships 
between different industries as interrelationships between products or services 
exists. The interrelationships between TPL and the traditional service offerings, i.e. 
forwarding, transportation and warehousing etc. should have to be considered as, 
according to some authors, it is yet another issue to consider when separating 
groups of products or services into segments or markets and industries.

“A useful working definition should encompass all segments for which segment 
interrelationships are very strong. Segments where interrelationships with other 
segments are weak may sometimes be separate industries from a strategic 
viewpoint. Related industries linked by strong interrelationships may in strategic 
terms be a single industry.

Where one actually chooses to draw industry boundaries is not so essential as long 
as both segments as strategic interrelationships are examined as part o f structural 
analysis. “

Porter, 1985 p. 272

Going back to the issue of substitutability as the main determinant of market and 
industry borders stress the importance of defining products and services. The 
definitions of services and products enable discussion of differences and 
consequently the issue of substitutability as well. In order to discuss the TPL 
industry, it is for that reason important to define TPL services and differentiate 
them compared to connecting services and the resulting industries. When 
discussing substitutability through differentiation, the function, or functions, of 
products or services that is performed for buyers (participants in the market) is 
what is important to consider.
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“Substitution is the process by which one product or service supplants another in 
performing a particular function or functions for a buyer”

Porter, 1985 p. 273

To summarize, industries are clusters of companies which deliver products or 
services, which specifically meet a function or set of functions required by a set of 
buyers (the market). However, substitutes may have a wider or narrower range of 
functionality (Porter, 1985 p. 275) and the threat of substitution is affected by the 
relative value/price, the switching cost and the buyers propensity to switch (Porter, 
1985 p.278).

Industry development or evolution has been an issue of many studies, and the 
prevailing model used is based on a life-cycle approach.

“jEach industry progress through a fairly predictable life cycle. There may be huge 
differences in the duration of the cycle depending upon the industry segment, but 
the pattern of cycles is consistent. ... Different stages in the cycle of industry 
evolution -  the well known “S-curve” -  demand different strategies at various points 
along the curve.”

Nadler &Tushman, 1999 p.51

The life-cycle approach is based on a perspective that industries go through a 
number of generic phases from birth to decline and final disappearance. This 
model is based on the connection between industry as a term and a defined 
product or service. However, this model is generic and may in reality differ from 
industry to industry, just as some industries (products or services) might “skip” 
phases, the duration may vary, etc. As a general description of industrial evolution 
the s-curve20 is the most frequently used model (Porter 1980, Buzzel & Gale 1987, 
Nadler & Tuschman 1999, Dussauge et al. 1994) and is often divided into diferent 
phases such as Porter’s (1980, p. 158) introduction, growth, maturity, and decline. 
In the relation to this particular dissertation the early phases of the general industry 
evolution model are of particular interest, since the TPL industry is considered to 
be a recently emerged kind of service.

The emergence of new industries is often credited to technological innovation 
(Dussauge et al. 1994), but this is not limited to innovation in terms of new 
products but applies to new services as well. However, technical or service

20 For a review of general characteristics of the different phases in the s-curve model see Porter 1980 pp.159- 
161.
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innovations only lead to a new industry if a new market can be created, i.e. if it 
meets the actual needs of customers. Furthermore innovation can lead to 
revitalization of existing industries by improving performance or reducing cost, 
without creating a new market. Improved performance and reduced cost may 
attract new customers to a market, specified by the functionality of the products 
and services, thus affecting growth and changing the pattern of the specific s- 
curve. Such a development does not lead to a new industry, as the functions of the 
product or services have not been changed. New industries have according to the 
s-curve model a rather moderate growth development during its initial - 
introduction phase. The introduction phase is then turned into a growth period 
once the product or service has proved its possibilities, by attracting many 
customers. From a competitive point of view the introductory period is 
characterized by one or a few providers, whereas the growth phase attracts a 
multitude that tries to attract clients in a new and profitable industry, often based 
on low price (Buzzel & Gale 1987).

The third general phase in industry evolution is generally called maturity, and is 
according to the s-curve model characterized by lower growth. Once the 
penetration of the product’s or service’s potential group of customers has been 
reached the rate of growth levels-of to eventually declines, unless some form of 
innovation enables a new group of buyer to access the service or product. From 
the competitive perspective price competition and shakeouts typical in mature 
settings (Porter 1980).

2.3 TPL differs compared to traditional 
services

The rise of TPL is to be regarded as affecting the supply of service with a 
magnitude and characteristics of a new industry or at least as a clearly separable 
strategic group, not comparable with the traditional offerings. TPL services require 
a differently composed skill base of the providers compared with the traditional 
options or in other words the service offerings from which the TPL companies have 
emerged. Compared to the traditional sources of services for supporting a logistics 
need TPL services require service providers (TPLP) to have: a broader range of 
activities constituting the services, a deeper understanding of the clients’ business, 
and different and closer forms of relationships with the buyers.

32



A Broader range of activities constituting the services.

By definition TPL services are broader in terms of included activities than the 
functional support services they originate from. The skill base of the service 
providers must naturally encompass all that’s needed to manage the broader 
range of activities. This represents an important difference between the providers 
of TPL services and the traditional options available for supporting logistics 
processes.

A  Deeper understanding of the clients business.

As being an integrated bundle of activities the underpinning logic of the service 
offering changes from functionally supporting clients’ logistics processes to taking 
responsibility over parts of these processes. As the service shifts from being a 
functional support to a process component, the specifics of a particular client’s 
business requirements gets much more important. Thus, compared to the 
traditional sources, logistics services require the service provider to have a deeper 
understanding of clients’ businesses.

A Different and closer forms of relationships between sellers and buyers.

Moreover, these TPL services, being components of clients’ logistics processes, 
integrate with client’s business systems to a much higher degree. The traditional 
services e.g. in forwarding, warehousing and transportation have been governed 
primarily by arms-length contracts whereas the comprehensive TPL services reach 
closer to the client’s core and is deeply integrated with the business systems and 
thus require a more long-term commitment. Correspondingly, compared to the 
traditional source for support in logistics, process oriented logistics services require 
a different and closer form of relationship.

The increased skills requirements for providing TPL services, separates21 it from 
“functional support” services in forwarding, transport, warehousing, etc. 
Furthermore, it demands a deeper understanding of client’s businesses particulars 
and push relationships towards closer forms. These are thus points advocating 
that TPL ought to be considered as a separate strategic cluster apart from the 
traditional logistics related service offerings. However, in order to constitute a

21 Just to state one simple example. If a transport company wants to provide warehousing services as well as 
transport services, the skill base has to increase to include all the skills required for providing both functions. If 
the company then wants to coordinate these two functions into a  single service, additional skills have to be 
added. In order to understand how this integration can be accomplished skills must be developed.
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separable industry category these differences must result in low substitutability (as 
discussed in section 2.2). Moreover from a pragmatic perspective, the size of the 
TPL set of actors needs at least to be noticeable in order to justify recognition.

TPL services are process oriented and cover all or a considerable number of the 
activities required for manufacturing and trade companies logistics needs. 
Whereas, the traditional service offerings (forwarding, transport, warehousing, etc) 
all provide functional support within a limited range of activities. Thus, TPL 
services can substitute forwarding, transport, or warehousing services as those 
activities are part of a TPL service, but the relation is not mutual. The traditional 
functional support services are not substitutes for TPL services, as they cannot 
replace the whole function performed by TPL, without forcing the buyer to change 
his internal organization. The traditional service offerings are to be considered as 
substitutes with a narrower range of functionality, which makes issues, such as 
relative value/price, the switching cost and the buyer’s propensity to switch, 
important to discuss in establishing if TPL is to be regarded as clearly separable. 
As the buyer needs to change his internal organization when shifting from a TPL 
service to a set of traditional services, to internal operations, or to a mix between 
traditional services and internal operations, the switching cost must be considered 
as high.

However, even if it is thus established that TPL is to be considered as at least a 
separate strategic cluster the interrelationships with traditional service offerings are 
strong which makes it hard to support considering it as a new industry22. However 
the existing body of literature considering the set of actors in focus mainly23 uses 
the term industry or market for the collection of TPLPs. Since the TPLPs are a set 
of actors which are separable from other service providers and the conventions of 
the literature are as stated, I will use the term for the set of TPLPs.

“In identifying what constitutes the industry, we must take into account all activities 
that are necessary to deliver a product or service that meets the expectations o f a 
market. In this regard, many definitions of a company’s business, or of its industry, 
have been too narrow: there is more to its business than a product, a process, and a 
market; there is in fact an entire chain of activities, from product design to product 
utilization by the final customer, that must be mobilized to meet certain market 
expectations.”

Gilbert & Strebel, 1991 p.83.

22 According to the terminology of Economists that is.

23 e.g. Sheehan 1989, Lieb 1992, Rakowski et al. 1993, AT.Kearney 1995, Leahy et al. 1995, Lieb & Randall 
1996, Sink et al. 1996, Lieb & Maltz 1998, and Murphy & Poist 1998.
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Hence, the traditional industries are to be considered as the realm of sub-suppliers 
to the TPL industry as well as the major source of new entrants. The delimitation of 
this dissertation cannot be made in such a way that these actors are ignored, even 
though they are not part of the set of actors focused.

The impact of the emergence of logistics services as a result of the increase and 
co-ordination of the service range, which naturally depends on a demand for such 
services, is the focus of this dissertation. It is more influential in changing the 
available logistics service supply than the effects of internalization, alliances, 
mergers and acquisitions, and the introduction of information technology, as it has 
introduced new services. The basic reason for focusing on the described increase 
and co-ordination of the service range is that it has changed the basic logic of the 
services provided by these companies. As the increase & co-ordination of the 
service range reach the point when several differently “produced” activities the 
logic of the service offering change from functionally oriented to process oriented. 
The change to a process orientation is about recognizing the clients needs and 
how different activities, e.g. transport and warehousing, connect and have to be 
configured as a part of the client’s processes. The production logic thus shifts 
away from the particulars of producing a specific functional activity efficiently, 
which is the basic logic of the traditional service offerings.

2.4 Current size and potential

The main reason why TPL services ought to be considered as being a constituent 
part of a new set of services is based on the unique skill requirements and a lack 
of substitutability. However from a pragmatic point of view the defined types of 
service must amount to a noticeable size in order to justify recognition, especially if 
it aspires to constitute, of a new strategic cluster or industry.

The current size of the TPL providers’ sales is hard to estimate. This is so for 
several reasons: TPL operations are generally only a part of a larger company’s 
operations, there are no government statistics on logistics, and confusion about 
the terminology. As noted in section 1.5, the definitions of TPL vary and 
consequently the estimates of the size and growth of the TPL cluster are hard to 
compare, especially since most observers are vague in describing what they are 
actually measuring. In general the validity of most of the available estimates is 
questionable, for the reasons mentioned. The different definitions of TPL result in
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different conclusions. Based on the all-inclusive view, i.e. everything from “simple 
transport services” to complex logistics solutions” (see Chapter 2) the size of the 
European TPL market is approximately USD 38 billion (Datamonitor, 1999) which 
correspond to the USD 40 billion in 1998 normally attributed to the US market 
(Cass, 1999). Whereas estimates based on the definition as used in this 
dissertation, the size is estimated be around USD 5-7 billion (Berglund et al., 
1999).

Either way the logistics industry is large enough to make it important, especially 
since it continues to grow. According to the latest Cass Logistics report the US 
market has grown around 15-20% in 1998, and the 1999 Datamonitor reports 
growth estimates for the next couple of years in excess of 8% annually.

“ .... that third party logistics services continues strong growth. Gross revenues grew 
by 15 percent to nearly $40 billion in 1998. ... that U.S.-based 3PL’s will grow in the 
15 to 20 percent range for the next 3 to 5 years. s24 analysis o f customers 
indicates that major opportunities are available in companies of a ll sizes. He 
observes that only half o f Fortune 500 firms are using 3PL’s. He believes that the 
potential market in mid-sized and smaller companies is even greater.”

Cass, 1999

“ the European contract logistics market is expected to grow at an average annual 
rate in excess of 8%until2003, driving the market to reach a value of $57.2 billion.”

Datamonitor, 1999

It ought to be noted that the growth figures above are based on a TPL definition 
that includes services simpler than the one used in this thesis, which results in 
higher market estimates and lower growth expectations. The growth estimate of 
the TPL market, according to the stricter, particular view, which this thesis 
recognizes, is estimated to be about a 20-40% annual increase of sales (Berglund 
1997).

Further, Cass and Datamonitor’s estimates indicate that the potential for TPL 
contracts is still large and that the industry will be able to grow in the foreseeable 
future. On the other hand, as Cass noted only about half of the US Fortune 500 
firms are using TPL. Of the non-users as reported by Cass (1999) and Randall et 
al. (1996), pictured in table 3, it is likely that at least a few have evaluated the TPL

24 Richard D. Armstrong "Who’s W ho in Logistics? Armstrong’s Guide to Third-Party Logistics Services  
Providers".
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option and decided against it. This is thus likely to be an indication that TPL will not 
be a practice that will be used by all potential buyers.

Table 3: Use o f TPL services 
Source: Randall et al. 1996.

Rate of TPL 
usage

Non-users considering 
TPL

Users considering an increase o f 
TPL use

US 5 8% 33% 72%
Europe 7 6% 2 4 % 62%
UK 54%
Continental 94%

2.5 Industry Maturity

Returning to the evolution of the TPL industry the question about industry maturity 
becomes relevant. Industry development or maturity is general depicted according 
to a life-cycle curve, as in figure 7.

Figure 7: Generic Industry life cycle, with examples of well-used names for different 
phases.

Considering the relatively short period TPL, has been a noticeable type of service 
offer and the high growth rate, it is obvious that the industry in general has some 
distance to cover before the competitive climate gets really hard. The US TPL
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providers have been described as "in the introduction-growth stage of the product 
life cycle" (Sink et al. 1996), in the growth stage (Sink & Langley 1997). The 
segmentation tendencies that are reported in Berglund (1997) and Berglund et al. 
(1999) suggest that the TPL actors are on their way in the growth phase.

"... is in between the emergence and the segmentation stages."

Berglund et al., 1999 p. 68

According to Peters & Jockel (1998) Europe is generally considered to be the 
birthplace of TPL, which might be true. But, large variations exist within Europe as 
well, e.g. full deregulation in Germany was not reached until 1993-1995. The 
European market and especially the UK market are often considered as the most 
mature, but cautious use of data needs to be observed. Conclusions on industry 
maturity as presented in table 2 are equally questionable as size and growth 
estimates. The basis for making these comparisons does not use the strict TPL 
definition, as used in this thesis. Rather it takes all contracts from simple to 
complex into consideration. Furthermore, it should be noted that much of the UK 
TPL research has focused its attention on the retailing industry, which has been a 
particularly early user of TPL services e.g. Fernie (1989 & 1999).

In the US the deregulation that enabled the creation of TPL services occurred 
around 1980, and it seems to have developed as strongly as the European 

markets.

"Until 1978 United States domestic for-hire freight transportation was subjected to 
economic regulation. Rates charged, market entry and exit, and levels of service 
were administered by the Interstate Commerce Commission (for trucks and rail) and 
the Civil Aeronautics Board (for air freight). As a result, the buying of logistics 
services was inhibited by the ability of providers to offer integrated service 
packages. Since deregulation of air freight in 1978 and rail and truck in 1980, most 
of the regulatory restrictions have disappeard, and processes for processing 
domestic for-hire logistics services have become similar to those for buying other 
types of industrial services. In addition, pressures to increase the efficiency and 
effectiveness of purchasing processes and supplier performance have influenced 
the buying of transportation and other logistics services”

Mohan et al., 1998 p. 121

There are several arguments supporting the conclusion that the TPL market is still 
in its initial stages of development. For example, there is still a large number of 
TPL providers, both in the US and in Europe. The absence of a unique and
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undisputed terminology or a dominant business design is another sign of relative 
immaturity. And finally, there are still few players that concentrate on TPL, rather 
than offering it as an add-on to other activities. Using these arguments we could 
therefore argue that the industry is still in its infancy and a major “shake-out“ is still 
to be expected. A gradual shift of strategic positions is expected as well, from 
enhanced transportation, warehousing, forwarding, etc. to complete logistics 
processes. This shift into new positions ought to be a major research issue for the 
observers of the TPL providers and a concern for the participants.
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3 The task

Even though historical references are used in a few sections of this thesis, in order 
to show certain parts of the development of TPL providers, this work is not about 
historical development neither is it about industry dynamics. Rather, this 
dissertation is about a new type of service, which from a provider perspective 
constitutes a new clustering of actors. It attempts to understand the current and 
near-future development, as a wider scope would be too much for the limitations of 
a dissertation.

The emergence of a TPL industry is primarily not a result of the providers 
developing focus, as stated in section 1.1, it is rather the result of strong forces on 
the buyers’ side. In fact most providers have developed TPL offerings since their 
existing customer demanded it without any conscious thoughts on strategic 
positioning.

TPL has emerged as an increasing strategic consideration for many companies 
during the last 15 to 20 years. The pressure from more global markets, increasing 
competitiveness, and high phased change rate, to achieve flexibility and a high 
value/cost-ration under limited investment possibilities have added up to the fertile 
condition of what this thesis considers as the TPL industry. Companies in more 
stable conditions use the outsourcing option as well, to go for even larger 
economies of scale and higher ROI. Others use outsourcing to achieve structural 
change. Hence industries in all phases of their life cycle use TPL but the reasons 
vary with the phases.

The possible gains from successful outsourcing are large, which the multitude of 
outsourcing deals, that have been launched all over the industrial world during the 
last decade, is a proof of. The number of successful TPL deals reported and the 
still growing demand makes it hard to write this phenomenon off as just another 
consultant concept, easily abbreviated by three letters that will soon belong to the 
past.
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The general purpose of the research project reported in this dissertation is to 
contribute to the understanding of the third-party logistics phenomenon. More 
specifically, the overall intention is to make a contribution for the logistics 
community’s understanding of TPLPs strategic positions and its connection to 
value creation.

The specific purpose is, as stated in section 1.3:

Explain strategic positions of the TPL providers

Strategy or strategic planning is the most important activity in managing a firm to 
achieve sustainable businesses with a long-term perspective.

"A strategy is the pattern or plan that integrates an organization's major goals, 
policies, and action sequences into a cohesive whole. A well-formulated strategy 
helps to marshal and allocate an organization's resources into unique and viable 
posture based on its relative internal competencies and shortcomings, anticipated 
changes in the environment, and contingent moves by intelligent opponents"

Mintzberg & Quinn, 1992 p. 5

Competitive strategy is to align a firm’s activities and resources towards specific 
goals. However, it is not easy to define what strategy is or how strategic planning 
ought to be executed. Probably there are as many definitions and methods in 
strategy as there are interested researchers, as discussed in Berglund (1997, 
pp.38-49).

Furthermore, the conditions for strategic planning vary depending on the nature of 
the firm’s environment. Sawhney (2000), see figure 8, mentions rate o f change 

and direction o f change  as the important aspects of the conditions which affect the 
nature of competitive strategy.

Competitive strategy is naturally as important for third-party logistics providers as 
for all other firms interested in long-term survival, but the conditions are not trivial. 
The third party logistics phenomenon is in an evolving stage with growing number 
of participants, which makes competitive strategy uncertain or less understood due 
to the absence of established rules. Furthermore, the TPL providers are in most 
cases changing their service offerings from single-activity, in transportation, 
forwarding, warehousing, etc., with a functional support value proposition to a 
comprehensive logistics process. As described in section 1.1 and 2.5 the TPLPs 
are in a young cluster of service providers, which as described in 2.3 is built on
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service offerings that are different to the corporate origin. Thus, in order to 
consider competitive strategy for the TPLPs in the young TPL industry, a few 
research questions need to be resolved.

High 

Rate of

Strategy as 
Speed

”High-Velocity” -  
Semiconductors, 
Cellular phones

Strategy as 
Chaos

”Turbulent” -
Software,
Internet

Change Strategy as Strategy as

Positioning Discovery

Low ”Smokestack” - ”Research-Driven” -

Airlines, Steel, Biotechnology,

Furniture Aerospace, Energy

Certain Uncertain
Direction of 

Change

Figure 8: Dimensions of strategic context. Source: Sawhney, 2000 p.4.

First of all a feasible perspective on strategy needs to be determined as that 
determines the nature of the research. Returning to Sawhney’s (2000) dimensions 
of strategic context range of change and direction of change strategy as 
positioning appears to be a feasible alternative. In general positioning can be 
explained as to “refer something to something else”. Positioning is also one of the 
main perspectives25 on strategy as describes it:

25 See Berglund (1997) pp.38-40.
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“Specifically, a means of locating an organization in what organization theorists like 
to call an “environment.” By this definition, strategy becomes the mediating force -
or “match,” .......  between organization and environment, that is, between the
internal and the external context. In ecological terms, strategy becomes a “niche”; in 
economic terms, a place that generates “rent”(that is “returns to [being]in a iunique’ 
“place” . ); in management terms, formally, a product-market” domain” ...., the place 
in the environment where resources are concentrated.”

Mintzberg (1987) p. 16

Even though the TPL services are an evolving phenomenon the rate of change 
cannot be regarded as particularly speedy, at least not in comparison to high-tech 
industries where product generations turn several times a year. TPL services as 
we find them today are a product of a development pattern that has been going on 
for about 15-20 years. In terms of the direction of change the direction is relatively 
certain, once again compared to other industries where the development direction 
is highly uncertain. The TPL clients will, according to a review of industry trends as 
perceived by the TPL providers (see appendix 1), continue to request 
comprehensive logistics solutions most likely in even more comprehensive forms 
than today.

Reviewing the literature on strategic positioning26, it becomes obvious that there 
are several views on positioning, both on how important positioning is and the 
content of the positioning. Positioning can be very operative: a way to structure the 
marketing mix or to determine the production process for a given volume (Hill, 
1995). It can also be very strategic, concerning how a company best can defend its 
position in the industry (Porter, 1980, 1985). Positioning can concern a single 
product or the whole organization (Berry, 1984) or the position of a firm’s 
boundaries Reve (1990). The degree of competition can also vary between 
different views, from very focused on competition (Porter 1980, 1985) to discussing 
positioning almost without mentioning competition (Johanson and Mattsson, 1991). 
Furthermore, positioning can be rather static in character or focused on dynamic 
processes (McKenna 1985, 1991 & Sjöström 1996). All these theoretical views on 
positioning are important to consider in discussing strategic positions within the 
TPL industry. However, as previously stated this dissertation does not focus on 
historical development or industry dynamics. Thus, positioning theories that focus 
on dynamic processes or different phases of the industry development will not be 
considered even though it is recognized that such an approach could yield 
additional depth for the study. Furthermore, the task as specified by the purpose is

26 Which is the perspective on strategy used in this dissertation. See Berglund (1997) for details.
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to explain positions and not the entire positioning process, which would be a chore 
way to large for the limitations of a dissertation.

In order to reach the specified purpose of this dissertation a few particular steps 
have to be taken, these steps being considered as sub-purposes and main 
research questions, which the rest of this section will discuss.

By simple reasoning it becomes quite obvious that if different positions exist in the 
young TPL industry, this ought to be a result of different focuses on how the value 
to buyers is created. It is even likely that providers that are differently positioned 
deliver different kinds of value to their clients. As reported in a number of studies 
on TPL buyers, as discussed in section 1.227, the benefits required from TPL 
comes in a multitude of shapes, e.g. lower cost, higher performance, financial 
benefits, etc. Differences in products or buyer groups lead to strategic 
differentiation if they affect the drivers of value, the configuration of a firm in terms 
of activities and resources or result in differences in the buyer’s firm (Porter, 1985, 
p. 236). Which is basically the same as regarding competitive advantage to come 
from either how resources, skills or positions relate to different clients’ needs 
(Rumelt, 1980, p. 52).

“Its competitive advantage comes from the way its activities fit and reinforce one
anotherJ'

Porter, 1996, p. 70

Looking at this from the strategic development perspective, as the TPLPs must do, 
the connections between how companies are organized and strategic positions 
can be forged by how value is created and what kind of value clients are 
requesting. The values clients request is created by the providers through their 
activities, resources, or how these activities and resources are configured. 
Different clients request different values which amounts to different value creation 
modes in the provider’s organizations. Value creation modes can be regarded as 
strategic core capabilities or competencies from a strategy perspective as in the 
resources based oriented theory (e.g. Wernerfelt, 1984). In other words different 
value creating modes require different skills or resources in order to create a 
competitive advantage.

27 For specifics see Berglund (1997) pp. 34  -  38  and Appendix 1 of Berglund (1997).
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Accordingly competitive strategy in the emerging TPL industry can be explained by 
using a value creation based strategic positioning perspective, where the different 
(or differently emphasized) value needs of the clients are meet by different value 
creation modes based on different skill sets (core competencies) which amount to 
different positions in the industry (figure 9).

By adopting this sequence of concept in connecting clients’ value requests to 
strategic positions Porter’s concept of strategic groups28, see section 2.1, can be 
used.

Considering that TPL is generating a new strategic cluster of companies and the 
purpose of the dissertation is to study strategic positions, which will be done by a 
value creation based perspective, three sequential research issues become 
evident:

1. Describe the Third-party logistics providers.

/>. 2. Explain the value creation of TPL.

A 3. Explain strategic positions in the TPLP industry.

28 Defined as a group of firms that follow the same or a similar strategy along a strategic dimension.
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3.1 Describe the TPLPs

When we now see a new industry emerge it is of great importance to develop a 
description as well as the means to describe the cluster and its participants.

It is noted that this new type of service and the corresponding new industry 
generate new terms or change the meaning of established terminology. The 
reason for making a point in advocating a specific terminology to be used for the 
phenomenon studied is that apart for making communication smoother it will be a 
contribution to the maturity process. Thus, developing a TPL terminology is an 
important part of the task, and although not a research issue as such, it is an 
important step in fulfilling the purpose of the research effort. Furthermore, as the 
provider cluster is a new phenomenon, the terminology used varies considerably 
between different observers as well as among the actors of the market. A 
terminology contributes by its very virtue to the industry and the study thereof, 
through attempting to set standards and thus facilitate comparability and 
communication.

In terms of describing the providers, which is important as being a new 
phenomenon, it is important to understand the characteristics of the participants 
and through those the industry in general. Thus a first specific research question is 
stated as:

RQ1.1 -  What are the general characteristics of the TPLPs, 
and how are these expected to change?

Further, in order to describe the providers and their strategies a tool or in other 
words a model has to be used. The TPL industry has not previously been studied 
as a separable cluster by its own virtue. On the other hand the connections to 
established service offerings are an interesting source of information as these 
have been studied. It is even likely that some previously used model considers 
TPL as some specific form or part within another framework. The different models 
used earlier for the TPLPs or its connecting actors need to be evaluated through 
empirical observation. A model for describing TPLPs and their strategies has to be 
based on the particulars of the TPLP in order to recognize unique features. Hence, 
the second research question is.

RQ1.2 -  What should a model for describing TPLPs contain?
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3.2 Explain value creation of TPLPs in 
connection to client benefits

Value has been an issue in other studies on TPL, but as a rule it has only been 
measured from the client’s perspective, e.g. Andersson (1995 &1997). A typical 
research question has been what benefits are gained from contracting out logistics 
operations to a TPL provider? However, as stated the lack of provider interest in 
contemporary logistics research have resulted in that these benefits have not been 
connected to the TPLPs abilities for value creation. In order to understand the TPL 
industry it’s important to understand how they create value and how this is 
connected to the client’s reason to outsource.

The logical reason for TPL clients to engage is naturally that it will lead to some 
kind of benefit. For the providers, TPL relations are the business and thus a 
reason to exist. The TPL clients use providers to achieve larger value of their 
systems than what are accessible through in-house operations or by contracting 
functional support activities. The benefits or the value of TPL can be found in a 
number of different ways, since the shippers’ processes are influenced in a 
multitude of ways. Consequently the providers can perform different tasks in 
different ways just as the interaction between different parties may vary, in creating 
valve.

As discussed in Chapter 1 the overall drivers of the TPL industry are considered to 
be (Berglund et al. 1999):

A.i on the demand side: reduction of asset intensity; restructuring of the 
distribution structure, (triggered by a restructuring of the production structure); 
and, reduction of labor costs by switching to a non-unionized labor force;

A  on the supply side: deregulation of the transportation industry, which made it 
possible to provide TPL services; declining profit margins in basic services (i.e. 
freight transport); and, availability of capital.

The possible gains from successful outsourcing logistics are large, for which the 
many successful outsourcing are proof of, e.g. the about 90 TPL relations that are 
included in the two samples compared in Laarhoven et al. 2000. The providers 
must meet the shipper’s needs both in terms of services offered and terms of 
efficient operations. The efficiency can be used for cost or quality improvements of 
the offered service.
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The TPL provider’s as well as the shipper’s view on these issues are important 
interesting to measure, in order to understand the connections. What values do 
providers deliver to their clients and by what mechanisms are these created? The 
general reason why TPL buyers opt for TPL is that this strategic option creates 
some form of benefit or value for their business system. The TPLPs on the other 
hand have different modes of actions available in order to create these benefits 
sought by the TPL buyers. This amount to the following two research questions in 
the process of explaining value creation of TPLPs.

RQ2.1 -  What are the benefits sought by TPL buyers?

RQ2.2 -  What are the modes of value creation available for 
TPLPs?

How the identified benefits and modes of value creation connect is then an 
important piece of information for understanding the TPL industry, as it provides a 
tool for understanding the interaction between market development and industry 
formation. By explaining the connection between benefits as perceived by TPL 
clients and modes of value creation a system for TPL value creation can be 
developed.

RQ2.3 -  How do these modes and benefits connect?

3.3 Explain strategic positions in the TPL 
industry

The formation of positions or segments is regarded as an important development 
step in the evolution of an industry. It is thus of major importance to investigate 
whether the TPL cluster of providers can be strategically segmented into different 
positions or strategic groups. If so, by what dimensions can these positions be 
measured?

RQ3.1 -  Which are the strategic positions and their 
dimensions in the TPL cluster?

In Berglund (1997) and Berglund et al. (1999) a model for describing TPLPs 
strategies was presented along with a position model. Both of these models are 
based on empirical input and other models previously used in the logistics
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literature, and according to the logic of strategic positioning as a way to perceive 
strategy. Strategic positioning is a perspective used in many research areas, such 
as strategy and industrial marketing, and judged as a generally accepted 
framework on which to base applied models. Strategy as a position or positioning 
is a perspective where a unit is regarded as occupying a position in an 
environment. The unit, in a particular position, and the environment are closely 
related to each other in a way that depends on how the perspective position is 
defined. The basic meaning of the term position, is the relation between an object 
and its environment, which could be other similar objects. This representation is 
also used as a metaphor for other types of relationship, like organizations 
compared to similar organizations (Berglund, 1997 p.147) where measurable 
features are used for describing positions. Thus in comparing different 
organizations, e.g. TPL providers in the TPL industry as in this applied study (see 
section 1.4), an appropriate number of variables needs to be generated as the tool 
for description as discussed in 4.1. Furthermore, these variables must, according 
to the logic of positioning, be able to picture differences between the objects 
concerned, i.e. TPL providers. These variables ought to be as easy to comprehend 
as possible, in order to increase the communicative ability of the models. However, 
even if a variable is able to describe differences between the TPL providers, it may 
not constitute a position. In strategic positioning a position is a measurable 
description of a strategy, and as previously stated different strategies require 
different organized business activities. Differently organized businesses require 
larger differences than just one measurable variable, e.g. degree of geographic 
coverage, according to Porter’s notion of “fit of activities”29. Positioning 
dimensions30 are some forms of variables that can be described and measured 
which describe differences in a multitude of features. Positioning variables are 
then accordingly, descriptive variables that correlates with other variables in a 
corresponding manner and thus differentiates between different strategies. It can 
also be cluster that may contain descriptive variables and variables that have not 
been emphasized as important descriptive variables. Furthermore positioning 
dimensions can be concepts such as for instance degree of customization, which 
represents a cluster of variables. These describable and measurable dimensions 
that measure differences in a multitude of features, in a corresponding manner, 
thus measure different positions, i.e. different strategies. Therefore, we find that 
the variables of interest for this study are of two kinds:

29 “Its competitive advantage comes from the way its activities fit and reinforce one another”, Porter, 1996.

30 To differentiate and emphasize the order of the variables that only describe differences but do not constitute 
positions and those that do, the term variable will be used for descriptive variables and dimensions will be 
used for variables, clusters of variables, or concepts constituting positions.
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A Descriptive variables -  which are the measurement of some feature, of the 
TPLPs that show differences within the industry, that can easily be 
communicated.

A  Positioning dimensions31 -  which are descriptive variables, clusters of 
variables, or concepts that measure differences in a multitude of features of the 
TPLPs.

However, in order to discuss and develop an applied positioning model for the TPL 
industry, empirical input (Berglund 1997 and Berglund et al. 1999) and other 
models previously used in logistics literature are not enough. Being an accepted 
perspective on strategy there are naturally a large number of different variations on 
the positioning theme that ought to be considered as they connect and / or can 
contribute.

As the TPL industry and its participants have been described and the value 
creation system has been developed, strategy or rather strategic positions can be 
discussed. Further it can be related to the reasons why the strategic cluster exists 
and what options that are available for the providers’ actions in terms of different 
positions.

RQ3.2 -  How do value creation modes relate to strategic 
positions of the TPLPs?

Which connects strategic positions to the TPL value system and allows us to follow 
the link between client value proposition and strategic positions and concludes the 
dissertation.

3.4 Research questions and main outputs

In summary the steps to reach an explanation of strategic positions within TPL 
cluster of providers are:

/•.i Describe the TPLPs:

^ What are the general characteristics of TPLPs, and how are these 
expected to change?

31 Which Porter (1980 p. 127) calls strategic dimensions.
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What variables are appropriate for describing TPLPs?

A Explaining value creation of TPLPs in connection to client benefits:

^ What are the benefits sought by TPL buyers?

What are the modes of value creation available for TPLPs?

^ How do these modes and benefits connect?

A Describe strategic positions in the TPL industry.

^ Which are the strategic positions and their dimensions in the TPL 
cluster?

/,. How do value creation modes relate to strategic positions of the 
TPLPs?

These different research questions results in a few tangible results of major 
interest for the logistics community and the TPL providers in particular. The main 
contributions are:

/■. a TPL terminology.

^ a model for describing TPL providers

/a a model of the value creation system

/■. a model for describing strategic positions of the TPL providers *

The term model should in this dissertation be regarded as a graphical representation of components and 
connections between components of the issue in question.
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4 Value creation and 
Positioning with a 
Service Perspective

There are quite a few publications dealing with theory that can be considered in 
connection to services. This chapter does not intend to review service literature as 
it only considers theories on value creation and positioning as needed for this 
dissertation. The chapter starts with a discussion about value creation from a 
service perspective. A short review33 of strategic positioning theories, which should 
be regarded as an extension of the work of Sjöström (1996), then concludes the 
service particulars.

4.1 Generic value logic behind service 
business

Third party logistics services are services, which naturally makes the literature on 
services and service management in different forms interesting in order to find the 
logic behind value creation by service organizations. Is it important, that we are 
talking about services and not tangible products in terms of the value-creation 
logic? This can be debated and according to most service management literature, 
e.g. Berry (1980), Lovelock (1980), Normann (1991), Edvardsson (1997), Axelsson 
(1998), etc., there are important differences between services and products that 
may influence the value-creation logic. As, services are different in character from

33 Even though dynamic considerations have been excluded from the scope of this dissertation it is included in 
the review of positioning theories to give the overall perspective and show the full range of positioning theories 
for the benefit of the interested reader.
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products, the process of creating value for clients will accordingly be different. 
Services have a few features that make them stand out in comparison to products 
according to the stated literature which emphasize features such as; intangibility, 
co-production] heterogeneity, and perishability. In general are services in general 
are also less standardized and uniform compared to products.

These factors are said to distinguish services from products. But services are not 
identical in character and several different types can be conceived. There are 
many ways to classify services, and the heterogeneity is large. Furthermore, it is 
hard to construct a classification system that would create mutually exclusive 
categories. It is thus more logical to consider dimensions by whish to distinguish 
services, rather than all-conceivable categories. Differences between services are 
often discussed, e.g. Lovelock (1980) and Axelsson (1998) in terms such as 
knowledge content, degree of standardization, degree of complexity and degree of 
creativity.

A few researchers take up the “product -  process” logic (Hayes & Wheelwright, 
1979) in dealing with service management. These matrix-models are normally 
based on dimensions like; service process structure (Expert, Shop, Factory) and 
service package structure (Unique, Selective, Restricted or Generic) as in Kellogg 
& Nie, (1995) or type of channel (Market Network, Service Personnel, Agent or 
Internal) and type of service (Contingent Relationship, Customized Delivery, 
Standard Contract, or Mass Transaction) as in Tinnila & Vepsalainen, (1995).

Considering these classifications we in summary are really primarily looking at 
services according to three main dimensions degree of repetitive execution, 
degree of standardization, and degree of complexity or knowledge content. Most of 
the other dimensions used to distinguish services primarily look at tools of 
production or tools or channels for delivery and thus do not really connect to any 
specific class of generic value creation logic. However, the highlighted dimensions 
often occur coupled, as for instance repetitive services are mostly of a 
standardized character. Whereas the characteristics described as high complexity 
or knowledge content correlate with non-standardized as characteristics in 
assignments. Looking at the dimensions mentioned, a number of key drivers of 
value creation can be recognized; such as factor costs, scale efficiency, asset 
availability, effects from specialization and focus on core.

In addition to these, Normann (1991) emphasizes, another type of dimension by 
which to distinguish services, which represent generically different service value 
creation modes;
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A Relieving vs. Enabling,

Defined as:

^ A supplier performs relieving services if he takes the burden of 
performing certain activities off the consumer’s back.

^ Enabling services are performed if the consumer is, by the service 
provided, able to perform activities, which he was not able to do 
before.

This dimension is very interesting as it points to an important aspect of services, 
but the definition, as provided by Normann, is hard to use. The definition is hard to 
use as it is somewhat fussy regarding where to draw the line between the two 
positions. If penetrated it is generally easy to find both a relieving and an enabling 
effect in all services. In the following discussion a slight modification of the terms 
will be made in order to create a more distinguishing line between the two 
positions.

Relieving vs. Enabling as something that differentiates services may require some 
explanation. For doing this successfully, one needs to go back to Normann’s 
(1991) and Normann & Ramirez’ (1994) perception of the value creation process. 
In terms of the value creation process there is no real difference between products 
or services, as both are created through a collection of activities performed by 
different actors. Products and services is in essence the same thing if regarded as 
value produced by someone for someone else, they are just manifested and 
packaged differently34.

The value creation activity or a value creation system contains a multitude of 
actors performing different activities, for the simple reason that one single actor 
does not have the means to do them all by himself. This stated the problem really 
turns out to be one of optimization concerning activity allocation, with maximum 
sum of value for all actors involved as the goal functions. Maximum value for 
connected actors is in a long-term perspective mainly a consequence of the 
success of the final offer on the final consumer market. The final offer on the final 
consumer market is the source of all funding, and should thus be regarded as the 
point of reference in all value creation systems. The value creation system can 
accordingly be pictured as a “backwards” connecting sequence or outwards 
radiating network of activities.

34 Thus the term offer, or offering, is generally better than both services or products.
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These actors have roles of customers and suppliers in a sequential value creation 
process. Normann & Ramirez (1994) emphasize that on the contrary co
production, e.g. simultaneous and parallel production, is very important in the 
exchange processes, especially when the offer is a service, and that the sequential 
pattern of value-creation can thus be debated. However, the sharing of the gained 
founding travels backward in exchange for performed activities manifested as 
either a service or a product. Even if Co-production makes the sequence, and thus 
the supplier-consumer relation, somewhat questionable, the fact that 
compensation travels backward makes it hard to reject a sequential model for 
discussing who does what for whom. Suppliers’ actions are based on customers’ 
benefits, thus willingness to compensate for action and resources. Thus, even if 
the sequence of the supply chain models (or stages of operation, which Mintzberg 
(1988) uses) may be losing its general application the founding or compensations 
still follow a sequential chain. Customers are, in general, those actors that have 
the power to direct the stream of funding to their benefit and preferred way of 
acquiring value and suppliers those receiving funding.

If we connect this to the value creation discussion, relieving services are 
performed when value-creating activities are allocated to another actor with 
foundlings as the compensations paid. Whereas enabling services occur when the 
focal actor is able to produce more value than previously, based on the value 
gained from reallocated activities.

The logic behind Normann’s definition can be taken one step further, though. The 
overall logic in his argumentation is that products and services are interchangeable 
since they in reality are just being structured resources and activities representing 
a value for someone. Normann also argues in favor of reallocation of activity 
execution from one actor to another. But, what happens with the definition of 
enabling and relieving services when we stress the point that resources, e.g. 
management’s time, are also reallocated from one activity to another within the 
focal entity, and thus introduce opportunity cost into consideration?

"an action’s opportunity cost is the value of the best forgone alternative use of the
resources employed in that action”

Carlton & Perloff 1994, p. 56

Consider a consumer who buys a relieving service and thus allocates the 
execution of a certain activity to a supplier. By doing this the consumer may be 
able to free resources, previously tied into the execution of the now subcontracted
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activity, for other uses. The freed resources are replaced by compensation paid to 
subcontractors, in order to execute the activity. These “freed resources” will 
naturally be reinvested in some way, e.g. compensation to the subcontractor. But, 
it can preferably be directed into some other activity within the business system of 
the focal actor that yields a higher “rate of return”, and thus increases the value 
creation of the system more than the compensation to the subcontractor. Then the 
total effect will be of an enabling character rather than of a relieving one due to the 
influence of the opportunity cost. So, the intention of subcontracting in terms of 
value creation can be used as a more appropriate determinant of what’s enabling 
vs. relieving services (or products) in some cases. It will be more appropriate to 
consider the location for the main value adding, as the measurability will increase 
compared to Norrmann’s original definition. Thus the new definition will be:

d  Relieving services occur if the customer’s main value gain from subcontracting 
activities is generated by the execution of the subcontracted activity.

A Enabling services occur when the main value gain for the customer is found by 
focusing his resources on other activities than the subcontracted one or from 
capitalizing on an opportunity thus achieved.

In conclusion, the generic value creation of services can either be focused on the 
value contribution, for the value system in which it takes a role, by the execution of 
the service or focused on the creation of value from released resources.

Value of a service

7X
Genetically different value creating modes

Figure 10: The two generic different ways to for services to create value for 
customers.
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The second main aspect of the “generic value logic” of services as presented by 
the literature reviewed is mainly to be found in the variable ranging from mass 
market to unique offer. Several classification schemes build on this dimension, or 
something very similar, in describing services such as Creative vs. Non-creative, 
Knowledge based vs. Non-knowledge based, etc. The value logic for services thus 
boils down to on the “mass market” side: economies of scale, factor costs, etc vs. 
economies of scope, conceptuality, and creativity on the other side.

Mass Market Hybrids Unique Offer

◄ ----------------------

Economies of scale 
Factor costs

------------ ►
Economies of scope
Conceptuability
Creativity

Figure 11: The value creating logic connected to the number of customers of an 
offer.

4.2 Reviewing Positioning Theories with a 
Service Perspective

Mintzberg (1990) talks about the positioning school of strategy as one of the 
important schools of thought in strategic theory. The importance of positioning in 
strategic theory is also evident in another statement of Mintzberg as he highlights it 
as one of five P's of strategy (Mintzberg, 1987). Sjöström (1996) makes a more 
recent review on strategic positioning theory, which is a good base for 
contemporary work. The review that Sjöström presents differs quite a lot from 
Mintzberg’s (1990) -  as Mintzberg has a strategy background while Sjöström 
belongs to the industrial marketing field of research. The main difference between 
the reviews is that Mintzberg’s Position School deals with the first two meanings35

35 Discussed in Berglund 1997 pp. 148-9 ” To  conclude this discussion as I perceive it, position in the context 
of com panies’ stands for: 1. How to place the company compared to other actors in the environment or 
compared to the environment in some generic manner. The environment would primarily be the industry and
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of position - Place and Change of Place, while Sjöström also encompasses the 
third meaning - the Intangible Place.

In Mintzberg’s (1990) strategy framework, positioning focuses on the selection of 
specific strategies, as tangible positions in particular. According to Mintzberg 
strategic positioning gained its position within the strategy field in the early 1980s, 
mainly through Porter's book Competitive Strategy (1980).

"The watershed year was 1980, when Michael Porter published Competitive 
Strategy. While one book can hardly make a school, that one acted as a stimulant to 
draw together a good deal of the disenchantment with the design and planning 
schools, as well as the felt need to focus on substance. Much as a simple 
disturbance can freeze a supersaturated liquid, Competitive Strategy gelled the 
interests of a generation of scholars. The book pointed the way, and a huge wave of 
research quickly followed and has continued to the present time, becoming the 
dominant effort in the literature of strategic management."

Mintzberg, 1990 pp. 124-125

The positioning school of strategy focused on the contents of the strategies 
themselves rather than the goal to reach. Porter was not the first researcher that 
dealt with strategies/context, though. Mintzberg considers strategic position as it 
has developed under the influence of Porter, to be a third wave of strategic 
position theory. The two waves of strategic theory pre-Porter were developed in 
the 1960- and 1970s. The first wave, which Mintzberg labels maxims, delineated 
categories of strategy and matched them to the most suitable environment. This 
research was not systematic according to Mintzberg. The second wave of strategic 
positioning theory, that can be labeled consulting imperatives, consists of 
consultants work in prescribing strategic behavior. The work from the BCG (Boston 
Consulting Group) and PIMS (Profit Impact of Market Strategy) lies within this 
category. The third wave of strategic position theory is what influences the current 
strategic positioning research. This wave thrives on the influence of Porters 
"Competitive Strategy" (1980).

Sjöström has a wider scope of theory than Mintzberg and the research map that 
Sjöström (1996) presents is what the author calls an extended positioning school. 
As previously mentioned, Sjöström does not have a pure strategy perspective, 
since he includes a lot of marketing theory. The main contribution from the

the actors participating in that particular industry. 2. Change of the place the company occupies compared to 
other actors in the environment or compared to the environment in some generic manner. 3. The intangible 
place (and change of place) in the industry that the organization is perceived to occupy, by the actors in the 
environment”.
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marketing field to a research map on positioning is that the intangible aspect of 
positioning is accounted for. This is one of the main considerations in marketing 
theory, and thus one of the main contributions of this review. Much of the work in 
marketing is about the manner which the environment (e.g. customers) view the 
organization, its product, etc. Hence, some of the marketing literature emphasizes 
the environment perceptions as the most important aspect of strategic positioning 
which thus constitutes a specific positioning perspective. Specifically, Sjöström 
contributes with views that focus on consumer products and advertising e.g. Reis 
& Trout (1972, 1979 &1981) and more relationship oriented research on 
positioning. The network approach, as an important research stream in industrial 
marketing (Johanson and Mattsson, 1988, 1991), the concept position is used as a 
measure of the network-structure. These relationships define the position of each 
actor in the network. To contribute to both Mintzberg’s (1990) and SjöströnYs 
(1996) reviews on strategic positioning, the perspectives product-process matrix 
positioning, e.g. Hill (1995) and Tinnilä & Vepsäläinen (1995) and firm boundary 
directed positioning, e.g. Reve (1990) and Cox (1996), ought to be included.

Reviewing the literature, it becomes obvious that there are several views on 
positioning, both on how important positioning is and the content of the positioning. 
These theoretical views on positioning can be clustered into five main 
perspectives, which can be regarded as the main positioning perspectives. The 
five perspectives on positioning are clustered by the focus of the positioning act 
(the object, following Sjöströms way of classifying positioning theories). One of the 
clusters can be built around the concept of positioning the product, which Sjöström 
(1996) calls product directed positioning. A few subgroups slightly different but all 
focused on products, which relate to other products and where organizational 
attributes are a part of the intangible product, can be collected under this 
classification. The objective of the positioning act is to develop and/or 
communicate tangible and intangible attributes of the product so that the target 
audience perceives the product as the best (Bateson 1992; Kotler & Armstrong, 
1990; Ries and Trout, 1972, 1979; Shostack, 1987)

Another set of research streams is focused on more than one single product and 
where the organization is a part of the object of positioning. Common objects are 
the whole company, a strategic business unit (SBU) or a product line. The 
company, the SBU or the product line relates to competing companies, SBUs or 
product lines. The positioning activities consist of actions and use of signals in 
order to differentiate and/or focus the object in the minds of the target audience 
(Buzzell and Gale, 1987; Porter, 1979, 1980, 1985; Sölvell, Zander and Porter,
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1991). In this set of publications, which Sjöström classifies as competition directed 
positioning, we find PIMS a participant of the second wave in Mintzberg’s (1990) 
classification of positioning theories and Porter’s which is referred to as the third 
wave.

The third cluster, relation directed positioning according to Sjöström, contains 
research that is focused on relations to other actors in the part of the industry to 
which the focal actor has exchange relationships. These relationships define the 
role of the focal actor, which relates to the roles of other actors. In some of the 
articles the activities have two main dimensions, to develop general competence 
and to adapt the competence to a single buyer. The objective is to develop power 
by controlling unique resources or by developing strong relationships to other 
actors in the network (Gadde & Mattsson, 1987, ,Johanson & Mattsson, 1988, 
1991, Henders, 1992; Andersson et al., 1998).

Connecting to SjöströrrTs third duster, but not included in his frame of reference 
nor in Mintzberg’s ditto, is research that takes the production process as the object 
of positioning. Under this classification at least two different perspectives can be 
gathered, which use the production process in different ways. One sub-category 
can be denominated as product-process matrix positioning, as the source for most 
of this work takes its point of departure from Hayes & Wheelwright’s (1984) 
product-process matrix. Different manufacturing processes have been connected 
to production volumes as in Hill (1995) or different types of services connected to 
different forms of delivery channels as in Tinnilä & Vepsäläinen (1995) or in slightly 
different words, service process structure vs. service package structure as in 
Kellog & Nie (1995).

The other perspective that can be classified, as focusing in production processes, 
is what we can regard as firm boundary directed positioning or strategic positioning 
based on contract theory as developed by Reve (1990) and Cox (1996). The 
foundation for this positioning theory is not new though, since it builds on 
transaction cost -  principal -  agent theory, and Strategic Core. This perspective 
could have been put alongside the relation directed positioning cluster as it shares 
the interest in networks of actors. Firm boundary directed positioning stresses the 
production processes to a great extent, which makes it closer to the product- 
process way of thinking. Furthermore, the relation directed positioning theories 
regard position as something that happens whereas firm boundary directed & 
product-process matrix positioning perceive positions to be determined ahead of 
time and thus strategy is about getting to the desired position. The object of 
positioning is the focal actor’s scope of activities in the chain or network that
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creates an offer to a final consumer. The focal actor can not be a SBU as in 
competition directed positioning. This comes from the concept of core 
competencies/capabilities. In contemporary literature on core capabilities/ 
competencies (like, Hamel 1994, Hamel & Prahalad 1994 & 1990 and Stalk et al. 
1992) the SBU is regarded as too small a unit. The reference for positioning is, like 
in relation directed positioning, other participants scope of activities. This is an 
aspect of this positioning theory that complements competition directed 
positioning, and product directed positioning (just as relationship directed 
positioning does), since it primarily deals with internal chain or network positioning. 
The reference for positioning is, like in relation directed positioning, other 
participants’ scope of activities.

The fifth (the fourth in Sjostrom’s review) cluster contains perspectives, whose 
theories and models, in contrast to other position perspectives, contain a dynamic 
approach to positioning, Sjöström (1996) & McKenna (1985, 1988, 1989, & 1991). 
The main contribution is a dynamic model, which divides the development of the 
positioning process into three phases. The focus is on both products and 
company, but relations are also an important part of the concept, phase-oriented 
positioning deals more with avoiding competition than facing it, where unique 
frontline competence within the company and relations with respected big 
companies give important values for attaining credibility and power in order to 
dominate a part of the industry (the infrastructure of the company). Phase-oriented 
positioning to some extent contains the first three perspectives as three 
dimensions in a multidimensional process, where these are three interlocking 
phases (Sjöström) or stages (McKenna) -  product, market (role) and corporate 
positioning in McKenna (1985, 1988, 1989, & 1991). This connection is on the 
other hand more evident or outspoken in Sjostrom’s (1996) work.

Applying these sets of positioning perspectives to service, as this dissertation 
does, most theories are applicable and relevant. A few authors that have 
specifically discussed service industries have been identified above. An example 
of service positioning in the product-process matrix positioning cluster is Tinnilä & 
Vepsäläinen (1995) who position different types of services to different forms of 
delivery channel. In the product directed positioning perspective Lovelocks (1984) 
7P-approach is a traditional marketing-mix view on positioning recognizing the 
specifics of services. To account for the difference .Cowell (1984) proposes that 
the four P's of marketing-mix should be expanded with people, physical evidence 
and process accounting for the particulars of services, as reviewed in section 4.1.

62



Yet another research stream or positioning perspective that takes services and the 
specifics of services as the point of departure is the Nordic Service Management 
School(Normann, 1991, Gronroos 1992, Gummesson, 1995) where positioning is 

an almost invisible term but "between the lines" an important part of the concept. 
This research stream shares the service focus with the North American marketing- 
mix oriented group in product directed positioning (e.g. Kotler, 1990 & Lovelock,
1984) , but the approach is different. The relationship focus is what connects this 
stream with the network directed positioning stream and separates it from the 
service directed product-positioning group. The relationship focus in this group 
comes from the way they view the production and delivery of services. What 
characterizes this school/stream is according to Edvardsson et al. (1992) a market 
and customer oriented view of development of service businesses and that quality 
issues have been extensively dealt with. In general the network perspectives can 
be regarded as well adapted for discussing the positioning of services as these 
theories more or less by default consider the aspects that make services special 
such as co-production, intangibility, etc.

The relations and connections between different actors, clients, producers and 
sub-suppliers become a much more important issue when considering services, 
which motivates such perspectives as firm boundary positioning and different 
forms of relationship directed positioning theories as probably the most important 
ones. Stating this does not make other perspectives less important though, as they 
all serve a purpose, and ought to be considered, depending on what the reasons 
are for studying positions. Furthermore, it is likely that using more than one 
perspective can give extra understanding. E.g. does Reve (1990) argue that 
contemporary strategic management literature lacks an understanding of the 
management of a firm. He states that strategic management needs a theory of the 
firm as well as a theory of competitive positioning. Reve regard Porter (1980 &
1985) as a good contribution to a theory on competitive positioning, but it does not 
explain where the firm boundaries should be.
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5 Research design and 
overriding 
methodological 
considerations

In this chapter I will discuss the main perspectives, the research design, basic 
methodological, and procedural considerations. The focus is on research design 
and overriding methodological considerations. Furthermore, remarks on the validity 
and reliability are given. This dissertation consists of four individual entities 
whereof this volume concludes the “package” as described in section 1.4.2. This 
volume focuses on the stated research issues and primarily contains conceptual 
work based on the knowledge that can be drawn from the three preceding 
publications and additional theoretical support. For comments on the technical 
methodological issues regarding data collection and analyses, the reader is 
referred to each of the three publications Berglund (1997), Berglund et al. (1999) 
and Laarhoven et al. (2000) included in this dissertation.

5.1 Factors affecting the resolution of a
research project

A research project can be considered as a task, with a problem or purpose that 
should be resolved. However, considering the time period between set-up and the 
final resolution, in a research project such as this, a journey allegory is a good 
description of the process. It is fair to state that the goal of the journey is the
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resolution of the task. However, it is not enough to just consider the resolution of 
the task in describing a research process. The journey allegory clearly points out 
the fact that there generally is some considerable distance to cover, which takes 
us to issues such as modes of transport, which route to travel and what gateways 
to pass.

We have to consider the task and the means of getting to the resolution, or in 
other words a research design, in discussing a research project. The means of 
getting to the resolution can be further divided into methodology and research 
design, which in the shipment allegory is represented by the used carrier, route 
planning and other design matters. Furthermore, research is not conducted in void 
as the researcher and the research community affects the project. The researcher 
has some form of prior knowledge and basic assumptions about the problem and 
the appropriate route to travel, which influence the research project as such. The 
research community, being both other individual researchers and the community in 
large, influences the process as well, indirectly by being the environment, which 
judges the quality of the effort as well as sets standards and provides 
opportunities, etc. In certain cases the influences are direct through input into the 
process. In this case the project has merged with other projects for a while, 
particularly in the study reported in Laarhoven et al. (2000), taking us all a 
considerable distance at an affordable cost. During border crossing, i.e. the 
publication of Berglund 1997, Berglund et al. 1999 and Laarhoven et al. (2000), 
academic inspectors much like customs officers have checked that the delivery 
has been accompanied by the appropriate documentation as well as if the 
published matter contained what was declared. In summary, the resolutions of a 
research project can be described as primarily being affected by three factors.

The problem 
or the task

The research environment 
ineM ingthe researcher’s own knowledge 

md basic assumptions

The process determined by 
research design and methodology

Figure 12: the three primary factors affecting the resolution of a research task.
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In research we travel into unknown territory, which is a risky business. In order to 
cope with the uncertainties attention has to be given to al of the three factors. The 
factors affect the ability to unveil new pearls or phenomenon in a manner that is 
not as straightforward as figure 12 suggests. The factors affect each other, as well 
as the resolution of the task, in a complex way. In the following sections, I will 
describe the factors affecting the resolution of this task, as the main criteria for well 
executed scientific work is a clearly described the process and the factors affecting 
it.

5.2 The setting

The strongest affecting force of the environment in this case is the traditions of the 
division, Logistics and Transport Systems (LoTS), where the research has been 
carried out. The traditions of LoTS can be regarded as the strongest evidence of a 
paradigm under which the research has been conducted. These traditions in short 
prescribe that the “problems are of importance for the as Brehmer (1999)
puts it. The traditions prescribe that a logistical phenomenon of high future 
importance for the business side of the logistics community ought to be studied. 
The ambition is to provide guidance for primarily the laggers within the business 
part of the logistics community on top of being conducted in a scientifically sound 
manner. In practice this means that contemporary issues (problems, practices, 
innovations, phenomenons or events) are described, analyzed and structurally 
presented in order to better understand the issue and create tangible results, often 
in forms of models, taxonomies etc. The ambition is to contribute to the industry 
with knowledge of these contemporary issues and the conclusions that can be 
drawn thereof. Correspondingly, it is also about contributing to the expansion of 
the general logistics knowledge for the benefit of the logistics research community 
based on the contribution that the analysis of the studied issues yields in the light 
of the existing body of knowledge, i.e. theory and best practice.

The division and its traditions are positioned within the logistics community as 
focused on what we can call business logistics or logistics management, which is 
based on influences from both social sciences and the traditions of a technical 
faculty. Moreover logistics is regarded as being an applied field of research. The 
logistics field is thus considered to be a dynamic academic discipline that makes it 
less important to separate the need for problem solving and traditional scientific 
work.
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“Logistics research is, for me, applied research about a dynamic field where a lot of 
pioneering practice moves the frontier ahead every day. The role as a catalyst 
implies that pioneering practice is studied, explored, described, compared with 
theory and analysed, and that the conclusions are spread both to academia and 
practice, especially to companies lagging behind the innovative pioneers

Norrman, 1997 p.44

Being within an applied field of research the use of “borrowed” theories is 
essential. Logistics, or rather business logistics, being a comparable young field of 
research (Seaker et al. 1993, p. 383) basically depends on using influences from 
other areas36. This is not specific for logistics as the study of most fields of 
businesses are based on such methods in generating knowledge. Logistics as an 
applied field of research and the borrowing of theories, e.g. Stock (1995 p. 182), 
comes from the fact that the link between logistics studies primarily comes from 
the problems or practices studied, i.e. logistics and logistics companies, and not 
from a specific set of theories or methodologies.

Thus, to further elaborate on the traditions that has influenced this particular 
research project, the use of theories or even applications of theories from other 
areas of studies is the practice, and to do that based on the requirements of 
reaching the resolution of the task. In this both the practice of “borrowing” and the 
causal direction between problem, theories and even methodology is important. 
The task is considered as the most important factor that shapes the research 
process, and that theories and methodology are subordinate issues depending on 
the “goal of the researcher and the nature of the research questiond’ (Ellram, 1996 
p. 97). This opinion is seconded by Merriam (1994 p. 21), and Yin (1989, pp. 16 -  
17), who emphasizes the type of research questions as determining the 
appropriate research design. Yin also mentions the extent of control of behavior 
and the degree of focus on contemporary opposed to historical events as 
important in deciding research design.

36 Of particular interest is accounting, anthropology and sociology, computing, economics, marketing, 
philosophy, politics, and psychology according to Stock (1995, p. 181).
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5.3 Research design

Research design is about deciding how to navigate towards the resolution of the 
task. From a research process point of view, this amount to a series of choices 
that are based both on what is appropriate according to the task to be resolved 
and what is practically achievable. In this section, basic methodological 
considerations are discussed whereas the description of the research process 
divided into theoretical, empirical studies and publications can be found in section 
1.4.

As stated in section 5.1 the traditions of the setting prescribes, which is further 
supported by the given references, that it is the character of the problem or task to 
be resolved that is the deciding feature of a research problem. Yin (1989, p. 17) 
classifies the tasks or research questions into different forms of questions, which 
determines the appropriate research design. The research questions of this project 
is primarily characterized by both the what form and the how form (both with an 
imbedded why), which according to Yin (1989) would require both survey and case 
strategies. However, it must be recognized that the different strategies or basic 
techniques when considering projects with a magnitude such as this can be 
applied on different levels or connected to specific research sub-questions. 
Generally, studies are a mix of different techniques (Lekwall & Wahlbin, 1993 p. 
140), and to some extent compromises must be accepted for practical reasons.

In deciding on the general form of the research design to be used in this project, a 
qualitative survey strategy (Lekwall & Wahlbin, 1993), where found to be 
appropriate. The TPL industry is in reality a collection of different individual 
companies, which makes the techniques of survey strategy useful. The basic data 
collection tools used in this study are questionnaires with quite openly stated 
questions accompanied by lengthy interviews. These were found to be appropriate 
as they permit the collection of both quantitative and qualitative data, with the 
same effort. The survey character of the research design enabled a good 
description of the industry, as 64 respondents in total were used in the two 
empirical studies. However, the sensitivity of the requested information was an 
issue that limited the possibility to employ a full-scale survey methodology. In order 
to get access it was necessary to develop a relation with the respondents as the 
strategic information, concerning the explanatory character of the questions into 
how value creation was achieved, what positions could be found in the industry, 
and how value creation connect to positions, sought was considered as highly
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sensitive material. This limited the number of reachable respondents, as large 
parts of the data collection resources had to be spent on motivating respondents 
and ensuring them of full confidentiality. In several cases, non-disclosure contracts 
where signed, on top of the written statements on confidentiality that were part of 
all correspondence with the potential respondents. Furthermore, It must be 
recognized that the efforts to collect data from a large number of possible 
respondents requires large resources, both in terms of actual costs and time.

Berglund 1997
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Figure 13: The research process in detail.

Issues regarding methodological particulars of each of the studies is found in 
Berglund (1997) where the provider study is discussed and in Laarhoven et al. 
(2000) where the buyer study is discussed. Nevertheless, some general comments 
need to be stated within the scope of this volume. Both of the empirical studies 
have been performed as joint efforts, where several researchers have pooled their 
resources. Thus, the information collected is wider than would have been 
necessary for resolving the specific questions in this project. Furthermore, the 
research teams behind both of the studies have largely contained the same

70



researchers, which have made them comparable in terms of frames of reference, 
methodology etc. With regard to impact on the research project, the first empirical 
study (Berglund 1997) was initiated as a direct response to the need for research 
on TPLPs strategies. It served in practice as the starting point and the main source 
of data regarding the TPLPs. The second (Laarhoven et al. 2000) study was 
included in this dissertation as it supports the analysis and conceptualizations of 
the TPL providers with a buyer’s perspective.

In considering these limitations the empirical studies where “sampled” in different 
ways. The first empirical study on the TPLPs where based on a theoretical 
replication logic (Yin, 1989 p. 52-3), and aimed at studying differences among the 
actors of the TPL industry. Therefor a stratified sampling approach was taken, 
where the 21 respondents were selected to get a large variation in a multiple 
aspects such as origin, age, geographic coverage etc37. The second empirical 
study was based on a larger sample size (53), and connects to older studies 
(Laarhoven & Sharman, 1994 and Andersson, 1995)38 in order to make 
comparisons.

Moreover, the TPL set of providers is considered as a new strategic group, or even 
a new industry, that is different to the traditional industries of interest for the 
logistics field of research, such as forwarding, transportation, and warehousing. 
These traditional industries have been researched previously and thus a multitude 
of models, similar to the ones sought by this study, has been generated. However, 
it was found appropriate to permit the empirical data to affect the study in order to 
generate theory based on the TPL providers rather than try to fit the TPL 
phenomenon into models developed for other industries. Nevertheless, these 
traditional industries are closely related to TPL, which makes such models 
interesting as an additional source of information and a complement to the 
analysis of the empirical data. Correspondingly, the research design was thus 
developed as a sequence of studies. Collection and analyzing empirical data were 
executed in a first step, in order to compare the particulars of the TPL providers 
with the existing models and theories in a second step.

In summary, the research design can be described as being based on qualitative 
survey methodology. The aggregated unit of analysis is the individual company. 
These companies constitute the TPL industry (or strategic group).

37 S ee Berglund (1997) p. 91 for details.

38 S ee Laarhoven et al. (2000) section 2 for details.
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Furthermore, the empirical evidences are permitted to influence the process and 
the used theories in order to find practically useful conceptualizations. The results 
ought thus to be regarded as tentative, but well connected to empirical findings 
and existing theories, results that in sequential studies could be tested by more 
formalized methods.

5.4 Validity and reliability

In this section measures taken to make the dissertation methodologically 
appropriate will be discussed. It is important to bear in mind that the purpose of the 
study is that, on the overall level, it is to build explanatory generalization in the 
terms of models, or theory. However in reaching the overall explanatory level, 
certain explorative and descriptive sub-studies have been carried out.

These issues are often discussed in terms of validity and reliability. Validity 
normally stands for the question regarding to what extent the methods used 
measure the properties that ought to be measured (e.g. Gummesson, 1991 p.80, 
or Lekvall & Wahlbin, 1993 p. 211). Reliability concerns the method’s ability to 
withstand the effects of chance (Yin, 1989 p. 45, Lekvall & Wahlbin, 1993 p. 211, 
Merriam, 1994, p. 180). In this case these issues generally leads to the question of 
whether the used questionnaires have measured the right variables compared to 
the purpose and if the questions have been asked in an adequate manner.

The main purpose of this study is explanatory and theory generating, and 
strategies are viewed as positions, which is a possible angle for strategies 
advocated by strategy (e.g. Mintzberg 1987 and Porter 1996) and marketing (e.g. 
McKenna 1985, Kotler 1991, and Sjöström 1996) academics. As such, strategies 
can be measured through variables that can be compared among the different 
providers in order to generate knowledge about the TPL industry. The 
questionnaire used has thus been developed in such a manner, i.e. that they 
measure the strategies of the TPLPs by means of a large set of variables. 
Furthermore, the first empirical component (see, Berglund 1997) was based on a 
basic tentative model, which in turn was developed from an initial theoretical 
framework. These initial theoretical components are best regarded as building 
blocks with the primary purpose of introducing generally accepted concepts and 
terminology to the research process and thus facilitating communication and 
reducing risks of misunderstanding.
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Theoretical influences introduced in later phases have been the results of needs 
presented by the empirical findings, and have been collected from accepted 
journals within the logistics field of research and from other equally reliable 
sources of information. Thus horizontal evaluation and critic’s i.e. peer review, 
have been used in order to judge the validity of contributing input generated 
outside the direct control of the research projects. Peer review is according to 
Merriam (1994, pp. 179-180) one other important basic strategy that can be used 
in order to improve the validity of a study.

Yin (1989) prescribes certain tactics to be used in order to ensure construct 
validity, which along with external validity and reliability are important (Yin, 1989 p. 
40) criteria’s for judging quality in this particularly case. For instance “the use 
multiple sources of evidence” has been an important part in data collection 
procedures, where both of the empirical studies have multiple respondents at most 
companies in the samples. On the overall level the empirical findings have not 
been the sole source of input as other empirical studies (secondary data), models 
or theories have been used. This, multiple sources of information, is what Merriam 
(1994) calls triangulation, is a basic strategy to improve validity. Another technical 
design issue of the study in order to increasing the construct validity is that 
empirical evidence has in all steps been compared to existing theories or other 
relevant empirical studies. Furthermore, all respondents have been allowed to 
review their responses as a part of the data collection procedures, which is also 
prescribed by Yin, as well as Merriam, for ensuring construct validity.

External validity deals with the issue of generalization. This dissertation is built on 
a qualitative logic, where analytical generalization is used. Considering the 
empirical studies, the sample sizes limit the statistical generalization ability of this 
dissertation. The provider study is based on a sample of about 21 companies, 
which is to few for the used statistical techniques. However, the empirical findings 
based on quantitative data have been complemented with qualitative data and 
theory, which have increased the likelihood that appropriate conclusions have 
been made.

In this sense the reoccurring comparisons between conclusions from my own 
empirical data and from existing theories, also further strengthen the overall 
validity of the study by contributing to the external validity.

Moreover the approach and process of collecting the actual empirical data has 
been ensured to support the validity and reliability of the process and its findings. 
In collecting empirical information it is crucial that the right (best-suited) individual
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at the responding organization is found. In this study all of the respondents have 
been contacted by phone prior to sending out the data collection tool. This was a 
measure to ensure that the right type of individual within the participating 
companies was responsible for the reply in order to ensure that the respondents 
had mandate and access or personal knowledge of the information required. Since 
most of the questions within this study concerned strategic issues the sought after 
individuals where all high level managers. In both of the empirical studies CEOs & 
VPs of logistics etc. responded (Berglund 1997, p. 104 note 4 and Laarhoven et al. 
2000, section 2). The initial contact with the responding organizations was also 
used for creating motivation and ensuring the respondents that sensitive company 
information was not to be distributed. The promised confidentiality made it possible 
for respondents to give out information in sensitive areas without fear of losing 
information to competitors. This is believed to have increased the response rate as 
well as the quality of the answers in terms of validity.

Furthermore, the issues of reliability i.e. the method’s ability to withstand the 
effects of chance or that two or more researchers studying the same phenomenon 
with similar purposes should reach approximately the same result must be 
commented on. If other researchers would have conducted a similar study within 
the same time-period it is most likely that similar results would have been reached. 
This is supported by other industry observers that report similar conclusions 
regarding the TPL set of actors, e.g. see Hastings 1998 pp. 16-19. It has to be 
recognized that the issues studied are time sensitive, since the studied objects are 
changing and therefore a repetition of the study within a couple of years would 
yield different empirical data. However, I strongly feel that such results would be in 
line with the developments within the TPL cluster as projected by the findings of 
this particular study.

To summarize, this short discussion on measures taken to ensure the validity and 
reliability of this dissertation. In the following chapters I will clearly indicate when 
the conclusions are well supported by documented empirical data and/or theory 
and when it is based on my own judgement and confidential interviews.
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6 Describe the TPL 
Providers

Part of the work required in describing TPL participants (see, section 3.1 and 
research question RQ1.239) is to develop a model for studying TPL providers and 
their strategies. In this chapter variables useful for describing TPLPs will be 
generated as a result from empirical observation and comparison with existing 
theory. However in 1997 the results of the first empirical study within the scope of 
this research project were published in Berglund (1997), i.e. volume one of this 
dissertation, and contains at the beginning of this chapter a brief description of 
TPLPs. The description is focused on a few important aspects that are important 
for these companies as a group.

6.1 Characteristics of the TPL providers

The ”object” of discussion in this dissertation is the TPL participants, defined as 
those companies that provide logistics services as discussed in section 1.1 and 
defined in section 1.5. It is recognized that most of the providers active in the TPL 
cluster of providers are also active in other connecting industries. This condition 
demands some caution when dealing with the issues studied. TPL as defined 
according to the particular definition version40 has to be considered a relatively 
young categorization, probably 1 5 - 2 0  years at the most. In this section the TPL 
providers studied will be described. For a detailed empirical examination and

39 R Q 1.2. W hat should a model for describing TPLPs contain?.

40 TPL is sometimes used for service providers that supply ”single activity” services or in other words 
functional support services in closer relations with the client. This use of the term is rejected in this thesis as 
not consistent with the terms Third-Party and Logistics.
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description of TPLPs the reader is referred to Berglund (1997 pp. 105 -  143) and 
for detailed empirical examination of TPL buyers to Laarhoven et al. (2000)41.

6.1.1 Current trends of the TPL market

The current trends that affect the providers on the TPL market can be found in the 
collected statements of the industry’s participants, as in the review in appendix 1. 
Different providers emphasize certain trends more than others do but collectively 
the review presented gives a quite consistent picture. Some trends influence the 
providers directly whereas others act indirectly by affecting the conditions to do 
business in the transport and logistics industries. The recognized trends are:

^  Increased internationalization -  Globalization 

A Increased degree of outsourcing of complex logistics systems 

A Structural change and new logistics concepts 

”One-stop-shopping”

/ i  Electronic commerce and communication 

A Consolidation of the transport and logistics industries 

^  Homogenization and deregulation

Reviewing these, trends identified by TPLPs, a few overriding themes are evident. 
First, the global economy is still evolving towards more of a single market. The 
different trade-blocks are getting more open and deregulated, from a legislative 
point of view. Homogenization and deregulation by legislative bodies enable 
companies to act more rationally with a much wider geographic scope. The 
internationalization of manufacturing and trade companies changes their business 
structures and force structural change in production, sourcing and distribution 
systems. Moreover, the base or traditional industries, e.g. forwarding, transport 
and warehousing are still consolidating as a result of the client’s wider geographic 
scope as well as declining profit margins (competition and cost pressure). The 
manufacturing and trading companies are not just getting more and more

41 Included in this volume as appendix 3.
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international they are also looking for fewer suppliers. The clients both look for 
One-stop-shopping alternatives where they are able to access a large number of 
different functional support services form a single supplier as well as for 
companies able to manage complex logistics systems. Furthermore, higher cost 
and service requirements together with new technical and legal possibilities which 
leads to new logistics concepts, particularly for efficient logistics systems with wide 
geographic coverage. The increased attentions of electronic business applications 
and electronic commerce push logistics concepts forward as well as structural 
changes in production, sourcing and distribution. The kind of companies that 
traditionally have entered the TPL industry are thus still being pushed towards 
more complex logistics services. Furthermore the market does not seem to be 
losing its drivers towards TPL services, which will keep the TPL industry evolving 
for the foreseeable future. All these factors have collectively created and still drive 
what we can call the TPL market and the industry serving it.

6.1.2 The production of TPL services is functionally oriented

TPLPs asked to state their major services provide a wide variety of responses, if 
the question is posed in an open form. A sample of 21 international providers was 
asked in such a way (1996-1997, Berglund 1997), with the aim of finding what the 
respondents consider as their main type of service offerings. Even though the 
providers investigated all provide full logistics services, it is obvious that the service 
production is not a fully integrated process, which this section will show. It is 
important to investigate the contents of the services and the process of producing 
the service, since differently positioned companies deal with these issues 
differently according to the idea of strategic fit (Porter, 1996). The maxims of core 
competencies (e.g. Prahalad & Hamel, 1990, Stalk et al., 1992, Hamel & Prahalad, 
1994 and Quinn & Hilmer, 1994), make this an interesting analysis, as well, since 
the number of core competencies is limited. Thus, differently positioned companies 
will probably emphasize different core competencies. The empirical data at hand 
did not enable studies of core competencies in their true meaning, though. 
However, it is clear that TPLPs are organized and work with separable activities. In 
other words TPLPs are functionally organized in a set of major processes based 
on different activities. The fact that companies providing integrated services 
mention functionally oriented specific services as major services is interesting. This 
indicates that the activities part of logistical offerings as such are managed 
separately. Therefore these processes can act as substitutes for the core
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competencies in this discussion. The response of the TPLPs investigated can be 
summarized into the following groups:

A  Different kinds of full logistics offering

Services referring to the functional activity warehousing 

A  Services referring to the functional activity transportation 

A Services referring to logistics information systems 

A Different kinds of value-adding service 

A Consultative or design/engineering types of service.

On average the providers mention four different services as major, usually 
distribution, transport, warehousing, and IT or some kind of value-adding service. 
A minority of the TPLPs investigated state services, as major, which can be 
considered as logistics services, i.e. containing aspects of transport, 
warehousing/storage, information, and management. The majority chooses to 
state some functional support activities as part of their set of main services offered 
and makes no reference to logistics services as part of their main services. 
Distribution is a service frequently stated in the sample. Distribution is not to be 
considered a logistics service in itself, as those mentioned above, but is more 
complex, than for instance, transport services. Service related to warehousing/ 
material handling or inventory management is mentioned by most of the 
respondents. Service related to some kind of transportation or transportation 
management is the second most frequently mentioned functional support activity, 
as a major service offered. Information systems related services are considered to 
be a major service by the TPLPs but do not occur so frequently in the sample. 
Furthermore, value-adding (VA) services, meaning adding value to the basic 
logistics service, are stated by several respondents as one of their major services. 
This group of services is not homogenous, but comes in different shapes. The last 
group of major services is services related to consultative or design/engineering 
types of activity. It is interesting to note, but not surprising, that the providers as a 
group choose to view the traditional support activities as the most important.

To summarize, all of these respondents provide logistics offerings, containing 
transportation, warehousing, information management and management. But, the 
traditional activities related to logistics tend to dominate the thinking within the
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logistics providers. The activities connected to transportation and warehousing 
appear in a much higher frequency than service offerings described as a logistics 
service.

6.1.3 TPL offerings are basic

Transportation and warehousing activities constitute a dominant part of the TPL 
relations, as being the base for logistics. This is shown by empirical findings from 
Laarhoven & Sharman (1994), Andersson (1995, 1997), Berglund (1997), 
Laarhoven et al. (2000). Figure 14 gives a list of key activities in the areas of 
transportation, warehousing, IT and value-added logistics and the percentage in 
the reported sample in which these activities are part of the partnership. Lately, 
information based and value-added activities occur to an increased extent but the 
turnover of these types of service is still very low compared to the industry total, 
Laarhoven et al. (2000).
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Figure 14: Frequency of activities carried out by TPLPs as part of logistics offerings. 
Source: Laarhoven et al. (2000), see Appendix 3.
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However, information based and value-added activities occur to a much larger 
extent than some years ago, which is in line with the TPLP’s growth strategies. In 
general this includes growth of the activity portfolio both in terms of traditional 
logistics related activities and more untraditional areas (Berglund, 1997). Service 
components such as emergency deliveries, packaging, repackaging, labeling, 
pricing, postponement, order, information processing, are regarded as newer 
additions to the TPLPs service portfolios and consequently occur in fewer cases. 
Emerging services are gaining ground in the market and include cross-docking, 
merge-in transit, allocation-in transit, call centers, and e-commerce applications. 
These new value-added services are creating logistics offerings that from an 
industry life-cycle perspective are at an embryonic stage.

In conclusion, TPLPs are still primarily adding value to the primary participants’ 
processes by focusing on traditional, functionally oriented activities in 
transportation and warehousing.

6.1.4 More subcontracting to lower tier suppliers

Among the activities that make up a logistics service, transportation is the 
production process most commonly subcontracted to lower tiers of companies. 
Warehousing or storage which can be considered as the second major production 
process (category of activities) of logistics is subcontracted to a much lower extent 
than transport. The main reason for the fact that transportation is subcontracted to 
such a degree compared to the other activities is that scale determines cost. 
Furthermore, standard services in transport are generally accessible at a low cost 
and thus generate low value compared to other processes for TPLPs. Moreover, 
the high number of TPLPs originating from forwarding contributes to the high 
degree of subcontracting in transportation.

The sub-processes TPLPs would not consider outsourcing or subcontracting to 
lower tier providers is of two different kinds.

^ A specific functional activity often linked with respondents’ origin or 
preferred image.

^ Activities connected to management and coordination of logistical 
systems.

The single most frequently mentioned part of the production process the providers 
would not consider subcontracting is information systems (technology) 
development (Berglund, 1997). Other activities the TPLPs in general emphasize as
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not suitable for subcontracting are development or management in general, 
logistics design and engineering, and marketing and sales.

The activity, among those that traditionally are offered as part of a logistics service, 
that is most frequently mentioned as not appropriate for subcontracting is 
warehousing. The reason for warehousing being managed in-house to such a high 
degree is that much of today’s TPL contracts are in distribution or inbound logistics 
with a facility e.g. a warehouse as the center. Overall the most frequent reason for 
not subcontracting certain production processes is the fact that these are 
considered by the providers as the core of the company (Berglund, 1997). Some 
TPLPs chose to refer to the future with statements like: “vital for future success“ or 
“important proprietary expertise“. Other reasons are “existing assets“ and “tried 
and tested means to provide these activities“, these reasons can be interpreted as 
referring to a “tied to sunk-costs“ perspective on why to keep activities in-house. 
Table 4 indicates that development (design, engineering, etc.) and management 
activities are important processes for the providers.

Table 4: Frequencies of respondents that would not consider subcontracting specific 
production processes.
Source: Berglund 1997 p. 117

P roduction  p rocess  /  ac tiv ity  in  
respondents ow n  w ords

Frequency o f p ro v id e rs  is  th e  sam p le  th a t 
w ou id  n o t co n s id e r subcon trac ting  

sp ec ified  p ro d u c tio n  p rocess
Value-adding activities, Specialized 
distribution, Transport, International 

forwarding & Customs, Inventory 
Management, SCM Capabilities, 

Accounting/Billing, Customer relation 
Management, Quality management.

6 %

Managing projects, Information management 11 %
Operations management, Marketing/Sales 17 %

Warehousing, Logistics design and 
engineering, Information systems

2 2%

Development and management 2 7%
Information systems development 50 %

If one considers the fact that the respondents are in an industry built on the client’s 
wish to outsource or subcontract, it would be natural to find the TPLPs likewise 
inclined. However the results presented in Berglund (1997) also indicate that many 
of the TPLPs are actively considering outsourcing or at least subcontracting more 
activities to lower tier service providers. Currently, it is mainly the transportation 
component of the logistical services that is contracted out. For the foreseeable
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future the results indicate that the degree of transportation outsourcing will be 
further increased. Warehousing as the second major component of logistics will be 
subcontracted to a much higher degree than the current low proportion, according 
to the intentions of the TPLPs. Value-adding services will also be subcontracted to 
a higher degree, as described in figure 15.

Current

Third-party . .
logistics service j Firsttier lo Firsttier

provider
Transport^)! 

.(^Warehousing)^

Figure 15: Trends in TPLPs use o f subcontractors. 
Source: Berglund, 1997 p 136.

These activities all have in common that they are operational and often labor 
intensive. Several of the respondents surveyed in Berglund (1997) state that it is 
these aspects of logistics they prefer to outsource, since there are other operators 
capable of performing the activities ”better”, i.e. good service at a lower cost. The 
components of the logistics offering that will be kept in-house by the providers are 
information systems, design or analysis, and development, coordination, or 
management activities.

This result regarding the subcontracting of logistics production processes follows 
the observations in Virum (1993), who reports subcontracting in basic services like 
transport while the higher levels of the production process are performed in-house. 
But it has to be noted that several providers intend to keep operations of some

82



logistical activities within an internally controlled governance structure, even 
though the average trend is more or less focused on subcontracting as many 
operations as possible.

6.1.5 Value-adding services increases with process
orientation

The TPLPs performs activities that are not part of the original core of the main bulk 
of companies’ this dissertation considers. These activities are generally referred to 
as value adding services, and stand for all types of activity that traditionally not are 
part of an offering based on transportation or warehousing.

Value-adding services (VA) -  services that adds extra features, 
form or function to the basic service.

This group of services is not homogenous, but comes in different shapes. The 
respondents’ replies make it possible to detect some different types of VA 
services, i.e.:

/>. services relating to manufacturing or assembly,

A sequencing or postponement activities, and

d, customers support or call center, and administrative services.

These types of activity do appear to represent a noticeable part of the TPLPs 
logistics offerings, an average of 15 percent of sales has been measured 
(Berglund, 1997). Some of the TPLPs observed have service offer compositions 
with a substantial part of sales generated by VA activities (20-50 percent). The 
providers with such a high level of VA activities have an activity and skill 
composition that substantially differ from the industry they have originated from. 
The focus of these companies has consequently changed completely from the 
production of functional activities supporting logistics processes to that of the 
physical flow of material. The value-adding activities these companies perform are 
logical extensions of the basic logistical services, e.g. doing parts of the physical 
transformation process or collecting information. The increase of VA services in 
the TPLPs service offering is to be considered a consequence of a higher process 
focus that connects activities from process logic, rather than from the governance 
of a sequence of functional activities.
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6.1.6 The TPLPs have a Similar Client Focus

The TPLPs often focus on a smaller set of client industries, which to a large extent 
tend to be the same throughout the TPL industry. An average of four different 
industries, ranging between two and seven was measured in Berglund (1997). The 
most frequent stated industries (or group of industries) are the automotive and 
retail/FMCG (Fast moving consumer goods). Electronics or High-tech and 
Computer or Telecommunications are also frequently mentioned by providers as 
focused client industries. Clients in retail, automotive and hi-tech/electronics 
industries are considered as the most frequently occurring users, see for example 
Lieb & Kopczak (1997) and Peters et al. (1998). These industries are in general 
positively inclined towards outsourcing and subcontracting, and have in many 
areas been driving such developments.

The tendency to focus, which in reality may be a result of demand concentration, 
on similar clients may become a problem for the actors of the TPL industry, as it 
will cause a harder competitive climate. If this tendency is compared with the 
manner how the TPLPs try to acquire new business, the risk becomes rather 
obvious from a strategic positioning perspective. The two most important variables 
for determining market segments are ”Type of activity or needs fit with assets and 
capability or experience” and ”Currently outsourcing or business reengineering 
activity in segment”. Furthermore, the reasons for rejecting RFP’s42 relay the same 
message, since the most frequently used reasons for rejecting RFP’s are ”Not in 
line with competencies” and ”Not in correct market segment” Berglund (1997). In 
short the providers want to go on doing the things they know for clients that are 
similar to the existing portfolio.

This statement gets support from the observation regarding the providers’ client 
portfolios -  a few industries are present in most of the respondents’ client 
portfolios. This might also be an observation especially interesting from an 
industrial development perspective, if the providers keep doing similar things for 
the same types of client. And many TPL providers aim at the same client groups, 
since the clients the providers seek are positively inclined towards outsourcing. 
The reasons for growth and development directions add further support to this 
tendency within the TPL industry. The two most frequently stated reasons for 
chosen growth / development direction are ”market or client demand” and ” 
growing or emerging markets” (Berglund, 1997). This might lead to a situation 
where the providers approach similar business concepts, rather than creating

42 Request for Proposal
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unique service offerings to unique client groups, which will lead to an increasingly 
harder competitive situation.

6.1.7 Focused parts of the clients ’ supply chains

Logistics activities do not only differ in character based on the types of product in 
the system, stage or position in the clients supply chains is also an important 
factor. That inbound and outbound logistics activities are different is evident, which 
also is true for early or late stage of a specific supply chain.

If a “generic” supply chain is considered, at least four different parts can be 
imagined that place different requirements on logistics systems; upstream, 
downstream, spare or service parts, and reverse flow (Berglund, 1997). It is 
downstream or distribution-like activities that represent the bulk of TPL 
involvement. Downstream, i.e. all logistical activities that are performed in or after 
the node, which adds most value, was the clearly dominating part of the sample 
reported in Berglund (1997).

The upstream part, as the second major component of the generic supply chain, 
accounts for the largest part in a few of the TPL providers. Providers that work in 
the upstream parts are often focused on inbound logistics. The spare and reverse 
parts of the generic supply chain are not as of now a major arena for TPLPs with a 
few exceptions, e.g. Caterpillar Logistics. Returning to the apparent risk for an 
unnecessarily harsh competitive climate, focus could be shifted to the less served 
parts of the generic SC where opportunities for strong positions exist from lack of 
participants.

6.2 Describing the TPL actors

A basic tentative model - the chain model43 was developed to serve as a starting 
point for the first empirical study of this dissertation. The basic model was primarily 
developed from the general function of a TPL provider and Mintzberg’s (1988) 
extensive set of generic strategies. The chain model contains a small set of 
variables by which, in short, strategies are measured: what activities are

43 See Berglund 1997, pp. 55-60.
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performed, to what clients, and with what degree of subcontracting. It can also be 
divided into a served market perspective and an internal perspective.

6.2.1 The served market perspective

The served market component of the basic model (geographic, client industries, 
parts of clients supply chains and range of included activities) use similar variables 
and logic as those theories categorized as product directed positioning as 
described in section 4.2. The objective of the positioning act, according to 
Sjostrom’s (1996) terminology, is to develop and/or communicate tangible and 
intangible attributes of the product so that the target audience perceives the 
product as the best (Ries & Trout, 1972, 1979; Shostack, 1987; Kotler & 
Armstrong, 1990; Bateson 1992). Describing the TPLPs according to this product 
directed positioning logic ought to be important, as it is what external observers 
can see.

The first step in evaluating the model’s potential to serve as a tool for studying TPL 
provider strategies, was to compare it with the concept of positions -  positioning. 
The concept of positions was said (Berglund, 1997 p. 148-149) to place three 
demands on the model:

A  It should measure a position in comparison to an environment.

A The change of that position should be possible to catch, and

A The intangible position that a company occupies, as perceived by the actors in 
that environment, should be possible to measure.

It was concluded in Berglund (1997) that the model had one major flaw, since it did 
not measure the intangible aspect -  the position perceived by actors in that 
environment. However, this may not be the case as that depends on what 
dimensions or variables the environment base their perspectives on. It is true 
though that the chain model, in its basic version of figure 16, has not been 
subjected to empirical examination regarding the environment’s perspective of 
positions.
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Figure 16: The served market perspective of the basic chain model.
Source: Modified by showing just the focused perspective from Berglund, 1997 p.60.

Furthermore, the intangible aspect of positioning is very much an issue that is 
specific to the marketing literature. Returning to the theories about strategic 
positioning, it is within what Sjöström (1996) classifies as the communication 
directed positioning (e.g. Ries and Trout, 1972, 1979) category and the intangible 
place is emphasized as something primarily taking place within the minds of the 
environment. The marketing-mix category of positioning theory shares the view 
that that positioning takes palace in the observer’s mind, but one important 
difference exists. What distinguishes the marketing-mix definition on positioning 
from the communication definition lies in the words "designing the company's 
offer". Positioning in the marketing-mix theory is closely related to differentiation, 
which Kotler defines as:

“Differentiation is the act of designing a set of meaningful differences to distinguish 
the company's offer from competitors' offers."

Kotler 1991, p. 302

Kotler argues that the image has to be supported by the real positioning, i.e. 
tangible and observable features. Real positioning is done through designing the 
offer in terms of product, price, and place variables. Promotion, which is Kotler’s 
fourth P, is about communicating the position as achieved by designing the offer 
according to how the other three P’s are tuned in. Thus, the intangible position is a
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result of tangible features of an offering, which naturally needs to be promoted, in 
order to be recognized by the environment. In term of a strategic position model 
the demand for measuring the intangible place may be relaxed if the right tangible 
features are measured. This assumption is then based on a belief that the actors 
of the environment are at least intentionally rational and in the course of time base 
their perspectives (the intangible place) on tangible features in spite of promotional 
activities.

The second step of the evaluation was to compare the model to the findings of the 
empirical study (Berglund, 1997) and other models previously used in logistics 
literature. The variables included in the served market perspective of the basic 
chain model44 all find support to be contained in a model for describing TPL 
providers. However, both the empirical evidence and the review of previous used 
models suggest that the tentative model had to be complemented. These 
comparisons suggest that several ” differentiation” variables should be accounted 
for, like relative cost/performance, relative service/cost, etc. But since the 
differentiation variables in the modified model are supposed to measure the 
providers from an external perspective (i.e. as an actor in that environment in 
which the clients must be considered as most important) the respondents 
suggestions might be questionable.

The provider’s response is naturally heavily influenced by their view of the matter, 
and thus biased and filtered. Therefore, to find the most important differentiation 
variables, a shipper perspective needs be taken to complement the findings 
measured with a provider perspective (Berglund 1997, Berglund et al. 1999). In the 
provider study45 the respondents were asked to state the most important 
performance measurement they thought that their clients used (Why clients chose 
and how they evaluated the providers.). The findings suggest that cost or cost 
improvements together with performance, time, and accuracy and reliability are the 
most important performance measurements. It can thus be supported that these 
measurements serve as variables to differentiate between different providers - 
differentiation variables. At this point not much information has been collected from 
a shipper perspective with the aim of finding different positioned TPL providers. 
But, the reasons to outsource logistics processes have been well studied, and from 
those studies it is possible to deduce a shipper perspective on important variables 
to include in a descriptive model.

I.e. Industry, Geographic scope, Part of S C ’s, W hat activities, and Degree of subcontracting. S ee Berglund 
1997 pp. 58-60.

45 See Berglund 1997 for full details.
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The most important strategic reason for shippers to be interested in outsourcing 
their logistics activities is a need to reduce costs or amount of capital invested, 
which have been reported by a multitude of sources (e,g, Laarhoven & Sharman 
1994, Andersson, 1995 & 1997, and Laarhoven et al. 2000). Other reasons that 
score high are service or quality improvement, the need for strategic flexibility and 
a focus on core competencies; whereas outsourcing as a facilitator for change 
implementation scores much lower.

Cost reduction

Service improvement

Strategic flexibility

Focus on core

Change implementation

0%  20%  40% 60%  80%

g  1998 @ 1 9 9 3

Figure 17: Strategic reasons46 for outsourcing.
Source: Laarhoven et al. (2000), Appendix 3.

Hence, these studies on the reasons to outsource support descriptive variables 
stated as relative cost/performance and relative service/cost to be included in the 
descriptive model. Another indicator for the importance of cost reduction as a 
reason for outsourcing is the set of criteria that shippers use for selecting their 
provider.

This result is based on two studies one executed in 1993 and one in 1998. Both studies used the same 
methodology and the sam e questions. However in the 1993 version focus on core was not included as an 
alternative, but appeared as a large group in other. For the 1998 version it was thus considered appropriate to 
include focus on core as an alternative.
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“"Price/cost reduction" scores highest (56% of maximum score achievable), other 
important selection criteria are: "specialist knowledge of the provider" (39%), 
"service improvement" (34%) and "provider's distribution network" (31%).”

Laarhoven et al. 2000

Range of included 
Activities 

◄ ---------►

Differentiation variables

Figure 18: The Modified served market perspective of the basic chain model. 
Source: Modified from Berglund, 1997 p.60.

Thus, variables such as relative cost/performance and relative service/cost 
variables complement the original model and measure the tangible and intangible 
place of an organization in combination with the original set of variables. The 
modified model is thus much in line with how the marketing mix positioning 
theories regard these issues, e.g. 4Ps or the 7Ps for services.
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6.2.2 The internal perspective

However, even if the cost and service variables of section 6.2.1 are important, the 
main point in Berglund (1997) is that the basic chain model needs to be further 
complemented. It is supported that a variable based on the conceptual differences 
between companies providing standardized services vs. those that focus on 
providing solutions to complex logistical situations makes an important contribution 
in describing TPLPs. This addition connects to the other variables of the internal 
perspective of the basic model as it extensively affects the internal organization.

Internal perspective

Figure 19: The Internal perspective of the basic chain model.
Source: Modified from Berglund, 1997 p.58.

Logistics, is an integrated process oriented service that consists of different 
activities such as transport and warehousing. These activities might differ between 
different types of provider, even if the provider claims to deliver a full service. This 
might be due to a different origin, different asset bases or different service 
compositions. These differences must be accounted for in the model and 
represent a connection between the served market perspective and the internal 
perspective as range of activities is important in both. Furthermore, the production 
of goods is considered to consist of a sequence of activities or value systems 
(Porter, 1985) or supply chains, according to current logistics terminology, services 
production, can be likewise depicted. Different stages of operations in service 
production chains are thus longitudinal variables of the internal perspective, 
whereas different activities can be visualized as a width variable. The internal 
perspective, in Berglund (1997) called the functional support chains, can thus be 
regarded as two-dimensional, a length (vertical integration) variable representing
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stages of operations and a width (range of activities) variable representing different 
logistical activities.

Returning to the variable based on the conceptual differences between companies 
providing standardized services vs. those that focus on providing solutions to 
complex logistical situations, which was suggested as a complement to the basic 
model by both empirical evidence and the review of previously used models 
(Berglund, 1997 p.176).

Internal perspective

Figure 20: The Modified Internal perspective o f the basic chain model.
Source: Modified from Berglund, 1997 p.191.

It should be noted that this variable is related but not exactly the same as 
standardization vs. customization which is used by Mintzberg (1988) or shared vs. 
dedicated by Cooper et al. (1994) and Virum (1993). This type of variable is a bit 
different in character than those previously included in the chain model. The 
suggested variable is more comprehensive and describes the whole character of 
the provider to a greater extent than the others. One can say that it measures the 
provider on a higher level of aggregation than the purely descriptive variables of 
the chain model. As such, the standard service vs. solution variable and the chain 
model complement each other.

However, looking at how the internal perspective has been constructed the 
connections to the reviewed positioning theories are obvious, especially the 
relation directed positioning category, product-process matrix positioning and firm 
boundary directed positioning. Relation directed positioning which focuses on 
relations to other actors in the part of the industry to which the focal actor has
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exchange relationships is very interesting regarding stages of operations in service 
production. However, the relation directed category is mere focused on the 
relationship (Exchange relationships) which makes the other alternative more 
usable in contributing to the internal perspective of the chain model. In product- 
process matrix positioning similar variables such as standard service vs. solution 
have been used, e.g. in Tinnila & Vepsalainen (1995) who position different types 
of services to different forms of delivery channels. The different services in this 
example are positioned according to the number of transactions and the closeness 
to customers. Tinnila & Vepsalainen use mass transaction, standard contracts, 
customized delivery, and contingent relations as positions which are connected to 
the following types of channels: internal hierarchy, agent/alliance, service 
personnel and market network. Compared to the context of this thesis product- 
process matrix positioning is interesting for describing TPLPs, but does not really 
help in describing differences within a strategic group or a single industry47. In firm 
boundary directed positioning the object of positioning is the focal actors’ scope of 
activities in the chain or network that creates an offer to a final consumer. Thus, 
both the stages of operation and the range of activity variables of the internal 
perspective are considered. Hence, the next section will go a bit deeper into Firm 
boundary directed positioning in order to contribute to the descriptive power of the 
internal perspective of the chain model.

6.2.3 Firm boundary directed positioning in the context of 
TPL

Firm boundary directed positioning present a type of perspective on positioning 
where a firm's boundaries are in focus. Firm boundary directed positioning come 
from the joining of transaction cost, strategic core, and agent theory, which have 
been presented by e.g. Reve (1990) and Cox (1996). The foundation for this 
positioning perspective is not new though, but it has not been used as a 
positioning theory until the work of Reve and Cox. The main contribution this 
approach makes is that it helps us understand where the firm's boundaries should 
be. If these guidelines are complemented with positioning and Porter's (1996) 
statement on “fit of activities' a link between strategy and organization/governance 
can be created. Since this theory focuses on firms' boundaries, this perspective 
has the potential to be very useful for those who work with positioning within a 
supply chain paradigm, as this dissertation does.

47 l.e. a set of close substitutes.
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The basic notion of firm boundary directed position ing  is that the firm should just 
contain the set of core competencies necessary to create a competitive offer on 
the market. Competencies that are complementary but necessary to create this 
competitive offer should be organized in another manner than within the firms' 
boundaries. This means that a firm's strategic position should be manifested by its 
core competencies. This component of this approach comes from strategic core 
theory, as also considered in section 7.1. Thus from strategic theory comes this 
notion that a firm can be seen as a set of capabilities/competencies or unique 
resources (e.g. Hamel & Prahalad, 1994). The other building blocks of this 
perspective are agency theory and transaction cost theory. Agency theory 
contributes with incentive structures, and transaction cost theory develops the 
effective boundaries of the firm.

"The strategic core of a firm is represented by assets of high specificity which are 
necessary to attain the firm's strategic goals. Such assets should be governed 
internally, making the full range of organizational incentives available for their 
governance. The strategic core is the raison d'être o f the firm, defining its economic 
rationale within an industry. "

Reve, 1990 p.139

This definition would rule out both resources without high asset specificity and 
resources with high asset specificity but not necessary for the organizations 
strategy (position). The effective boundaries of the firm should contain just this 
strategic core, in terms of positioning in physical or service supply chains. This 
perspective on positioning would thus guide the management of a firm when 
determining where the boundaries should be placed, both horizontally: “Which are 
the core competencies?”, and along the supply chain: “Which stages of operations 
should be internally governed?”.

The empirical studies behind this volume do not enable us to determine the 
generic core competencies or capabilities in the true meaning of TPLPs, neither 
has such information been found in the available literature. However, it is possible 
to generate a well-supported hypothesis on what processes or activities within the 
TPL providers that are organized as separated processes. One measure of how 
the production of logistics is performed and organized is by investigating the use of 
subcontractors. It can be regarded as a measure of firm boundaries, which 
connect this measurement to the functionally organized activities. The logistics 
processes, that the focal companies of this dissertation are based on, can also be 
regarded as an integrated bundled activities. Furthermore it is stated, in Chapter 2,
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that logistics services have to contain activities regarding transportation, storage, 
information handling, and management/coordination in order to be a true or full 
logistics service. This is normally complemented with other components like value- 
added services. The TPL definition does not mean that a TPL service provider 
must perform all of these activities internally. The intention of the definition is 
rather that the service provider must control and deliver the bundled service as one 
package to the client. In terms of the production of logistics services, the process 
can consequently be seen as a coordinated combination of a set of sub-processes 
relating to different activities. The production of these types of integrated service 
can be pictured as a set of individual supply chains of service production, that in 
the final stages are integrated and delivered to the client by the TPL provider. The 
division of the production process is appropriate, since in most cases the 
production of different components of the TPL offering is functionally organized.

As described in section 6.1.4, the providers generally subcontract substantial parts 
of the production of logistics service. Among the sub-processes that make up a 
logistics service, transportation is the production process most commonly 
subcontracted. Warehousing or storage as the second major production process of 
logistics is subcontracted to a much lower degree than transport. The frequent use 
of subcontractors in several production processes show the point in studying these 
providers with a firm boundary positioning perspective, as a complement to 
positioning from a more marketing-mix or relationship perspective. As the use of 
subcontractors is most likely to increase in organizing operations (Berglund 1997, 
pp. 136-137) this perspective will become even more useful.

In order to study the roles of subcontractors a multi-tiered modetB of TPL service 
production or an extended model of logistics alliances has been developed which 
is a good and practical model base on the two original variables of the internal 
perspective i.e. the range of activities and vertical integration. Just as the 
transformation of raw material occurs in chains of entities or stages of operations 
the production of services can be described in similar ways, as previously stated. 
The length (vertical integration variable) spans from the shipper (primary 
participants) to the provider of the infrastructure needed for the provided service, 
through a number of tiered providers. This division of the production process for 
services has previously been used in transportation theory as a structural multiple- 
layer model to describe the supply of transportation activities e.g. Wandel & 
Ruijgrok (1995) (The three levels -  activity system, the transportation system

8 Developed at Logistics and Transport System, Linköpings universitet. As describe in figure 21 the model 
has primarily been a result of work carried out by Prof. Sten W andel.
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consisting of transportation providers and the transportation infrastructure). These 
layers can be seen as different stages of operation and consequently we have a 
model much like the supply chain for the transformation of material.

In figure 21 the “stages of operations” variable is divided into five levels. Three 
stages from transportation theory and the observation that many logistics service 
providers outsource parts of their production process results in a proposed five 
staged model. The first stage or point of reference is the primary participants, and 
the following in order by their role in the production chain: TPLPs, traditional 
supplier (provider of functional support), sub-specialist, and infrastructure. It ought 
to be recognized that the number of actors in an actual case for producing a 
logistics service can be either more or fewer than suggested by the proposed main 
stages.

Shipper Third Party Traditional Sub Supplier Infra-

Logistics Provider Supplier (Specialist) structure

Figure 21:The Multi-Tiering Model or the extended model lor logistical alliances. 
Source: Modified from Abrahamsson & Wandel, 1998.

The chain width is representing the different activities (logistical activities or other 
activities needed for the delivery of logistics) that have to be supplied to the client 
in order to constitute a logistics services. The activities considered separated in 
this dimension are those that have to be (or are) produced separately from each
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other. Transportation and warehousing is generally included49 in TPL contract, but 
these two activities does not have much in common in terms of the service 
production process and thus have to be produced by two mainly separate 
processes. However, the warehousing activities of transportation originating TPLPs 
have been a logical development step from those activities carried out in terminals 
or other consolidation / de-consolidation points.

Thus, this model can be used as a tool for positioning TPLPs according to firm 
boundary directed positioning, which is an important complement to Porter’s 
competition positioning or product directed positioning as Kotler’s marketing-mix.

“Porter’s positioning model can be only a partial theory of strategy. The model has 
much to say about how firms adapt to competitive forces, but it has little to say 
about the firm and management o f the firm. Despite its managerial rhetoric, Porter’s 
positioning model has much in common with neoclassical microeconomics which 
treats the firm as a black box’’

Reve, 1990 p. 131

Positioning dimensions are considered as different50 to descriptive variables as 
determinants of different strategies. Firm boundary directed positioning as an 
important part of the internal perspective thus helps in differentiating between 
descriptive and positioning variables as measured by the served market 
perspective. A firm should for economic reasons only contain the minimum set of 
skills, and that that should be the strategic core. As mentioned earlier we do not at 
this point in time have a measure of what processes that ought to be regarded as 
the core of TPLPs. However, measurements of what activities that frequently are 
subcontracted and what can not, can serve as a well-supported hypothesis as 
these activities obviously are separable and are part of different production 
processes. The question about what is to be considered as core can be further 
explored by Firm boundary directed positioning where core is defined as the 

resources with high asset specificity.

49 In this dissertation by definition.

50 ‘Variables that correlate with other variables in a corresponding manner thus differentiate between different 
strategies.”
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“The strategic core o f a firm is represented by assets o f high specificity which are 
necessary to attain the firm's strategic goals. Such assets should be governed 
internally, making the full range o f organizational incentives available for their 
governance. The strategic core is the raison d'être o f the firm, defining its economic 
rationale within an industry. “

Reve, 1990 pp. 139

The strategic core can mean a lot of different things, if it’s defined by the concept 
of asset specificity51.

However, high asset specificity is not enough to motivate internal governance 
according to the firm boundary directed positioning perspective, which stand out 
compared to its origin in transaction cost theory (e.g. Coase 1937 & Williamson 
1975 & 1979). A resource (skill or asset) that has high asset specificity but don't 
contribute to the firms strategic goals has no value and should therefore not be 
viewed as part of the strategic core. To summarize the definition of strategic core, 
by embracing the firm boundary directed positioning perspective, would be those 
resources needed to present a competitive offering on the market that have high 
asset specificity. This definition would rule out resources without high asset 
specificity and resources with high asset specificity but not necessary to present 
the offer. The effective boundaries of the firm should contain just this strategic 
core, in terms of positioning in supply chains and functional support channels. 
Further, transaction cost theory prescribes uncertainty and infrequence as factors 
affecting how effective boundaries of a firm, in a network of actors, ought to be 
drawn. This theoretical approach takes the difficulties in transactions as the 
determining aspect of effective governance. The difficulties52 of transactions 
increase when the transactions are characterized by asset specificity, Uncertainty, 
and Infrequency (1975 pp. 53-60).

6.2.4 The descriptive model

Thus, the chain model modified according section 6.2.1 -  6.2.3 as presented in 
figure 22, is judged to be sufficient for describing TPL providers according to both 
empirical and theoretical comparisons. In comparison to the basic chain model 
differentiation variables which connects to product directed positioning and the

51 See for instance Williamson’s (1975 p. 55) four different types.

52 Due to bounded rationality, opportunism, uncertainty, small numbers, and information impacteness 
Williamson 1975 p. 257.
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standard service vs. solution where empirically suggested as well as supported by 
other theoretical models. The service support “supply chains” was however part of 
the basic chain model as the “range of activities” and “vertical integration” 
variables, but have been amplified in descriptive power by the multi-tiered model 
(Abrahamsson & Wandel, 1998) and the firm boundary directed positioning 

perspective.

Figure 22: The chain model -  a graphical representation of the variables found to be 
most useful in describing TPLPs.
Source: Modified from Berglund, 1997 p.191.
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7 The TPL value system

Third-party logistics have emerged as a strategic consideration for many companies 
under the pressure of increasingly globalized markets, increasingly competitive 
positions, and high phased change rate, to achieve flexibility and a high value/cost- 
ration under limited investment possibilities. Companies in more stable conditions 
use the outsourcing option to go for even larger economies o f scale and higher ROI. 
Others use outsourcing for achieving structural change.

This was stated in Chapter 3 of this thesis, which aims at understanding the third- 
party logistics phenomenon, through discussing value creation and strategic 
positions. This chapter focuses on value creation, or as stated in section 3.4 (see, 
research question RQ2.1-3).

Ai Explaining value creation of TPLPs in connection to client benefits:

What are the benefits sought by TPL buyers?

^ What are the modes of value creation available for TPLPs?

^ How do these modes and benefits connect?

The general reason why TPL buyers opt for TPL is that this option creates some 
form of benefit or value for their business system. The TPLPs on the other hand 
have different modes of action available in order to create these benefits sought by 
the TPL Buyers.

In this chapter a value system or in other words a model for or a graphical 
representation of TPL value creation will be developed. This will be done in an 
applied manner, connecting empirical findings and theoretical constructs, this will 
help in understanding the TPL industry through the drivers behind TPL relations. 
As a conceptual construct value creation can be considered as the single most 
important force driving the development of TPL. By considering the perspectives of 
both shippers and providers in constructing the model, we thus recognize the fact
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that both parties effect the development of TPL, mainly by interacting as buyers 
and providers of TPL services.

The type of activities that the TPLP’s offerings include and the areas for where 
these are intended were established in Chapters 1, 2 and 6 of this volume. In this 
chapter attention is turned towards the value logic in a more abstract and general 
manner.

7.1 Issues when considering outsourcing

On top of the more basic and traditional economic or financial issues that 
determine what, if and when to outsource or how to decide in the classic Make or 
Buy decision, strategic issues have emerged as the main determinant during the 
1990s. There are three main areas53 of consideration to be confronted when 
evaluating outsourcing or the use of subcontractors, that provides leads for the 
value creation system to be discussed in this chapter. The strategic issues that 
have to be addressed are importance and dependency. Importance or the degree 
to which the focal process is critical for current and future success of the unit must 
be considered. Further, the risk associated with dependence on suppliers must be 
evaluated. The economic rationale behind outsourcing can be treated as a normal 
investment appraisal, and is connected to value expressions like lower cost, higher 
performance or any other perceivable expression of value for TPL clients. 
Investment appraisal will not be further elaborated on in this study, other than 
making the point that it is about measuring value gain and value loss.

One of the contemporary research streams that provide inputs regarding the 
strategic dimension of outsourcing is strategic core (See, also section 6.2.3). 
Strategic core theory must be recognized as a recent trend or focus within 
management literature which helps in understanding the provider’s advantage as 
well as the shipper’s reasons for outsourcing. The focus of attention within this 
kind of management research has been the attempts to conceptualize the 
competitive attributes of the firm, often referred to as core competence or a 
resource-based view of the firm (Hamel, 1994). The basic notion or assumption 
within this stream of literature is that the organization possesses a strategic core 
and that firms develop certain capabilities that maintain competitive advantages

53 E.g see Brandes 1993, p. 61.
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over time and reflect -  or govern -  the way a firm designs its products, how it does 
business and so on. From a positioning point of view, this core has to be kept 
within the organization.

Two main terms with a slightly different meaning are used within this field of 
research. The term core competencies is used in Prahalad & Hamel (1990, etc.) 
and Quinn & Hilmer (1994), while Stalk et al. (1992) refer to capabilities. The 
second main point / central maxim to be recognized is that the strategic core can 
not be all processes / competencies / capabilities that are needed in a business, 
and that it has to be limited to a few.

“Few companies are likely to build world leadership in more than five or six
fundamental competencies. ”

Prahalad & Hamel, 1990, p.84

The competencies / capabilities or processes that are most important for a specific 
business will determine the main value creation as well as strategic positions.

“Its competitive advantage comes from the way its activities fit and reinforce one 
another”

Porter, 1996, p. 70

A core competency is considered to be a set of skills54 that is important for a 
company’s long-term competitive ability, i.e. skill sets that provide sources of 
customer value, leverage, and dominance. It is not a company’s current product 
portfolio or functions. Core capabilities are basically the same, e.g. according to 
Stalk et al. (92, pp. 62) who considers capabilities to be 11 a set of business 
processes strategically understood". For the purpose of this dissertation the slight 
difference between capabilities and competencies, as used by the quoted authors 
will be ignored, instead the concept of processes and process orientation will be 
the main focus. Since it's not possible to be the best in all aspects of running a 
company's operations the core competencies will be limited in number, and they 
need to be embedded in the organization's systems in order to be effective.

“ "a bundle of constituent skills and technologies" (Hamel, 1994 p. 11) or “Sets of skills or knowledge” (Quinn 
& Hilmer, 1994 p. 45).
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Collis & Montgomery (1995) argue that the concept of core competence is vague 
but the exercise in which firms attempt to measure their core competencies is 
useful learning.

Whether the activity is part of the strategic core or not is just one of the issues that 
determines if an activity or part of the process of producing goods should be 
outsourced. Quinn & Hilmer (1994, p. 48 -  50) suggest several other factors as 
important decision variables -  potential for competitive edge vs. degree of strategic 
vulnerability and flexibility need vs. control need. This takes us back to Brandes’ 
(1993) third area of consideration in outsourcing decisions, vulnerability or risk of 
dependence. Dependence is related to power and availability of supplies and the 
related risk of getting in to an unfavorable relationship with suppliers. These issues 
are most often associated with Transaction Cost theory (e.g. Coase, 1937 and 
Williamson, 1975, 1979). Transaction Cost Theory will not be stressed as it more 
or less lead to the same conclusion for the value creating system as the strategic 
core theory does. Thus, strategic core theory as well as transactional cost theory 
render one of the most important value creation dimensions that affects the TPL 
value system, and is normally denominated as focus on core.

7.2 The shipper’s requests

The rationale, or in other words the driving forces behind TPL, has been a 
recurrent area of interest for logistics researchers. Thus the shipper’s reasons for 
outsourcing have been well researched. The reasons why shippers want to 
outsource are an important component of the value system of TPL as it describes 
how they want the increased value55 to affect their own value creation process. 
Value can be expressed in a large number of different ways, which will be called 
benefits or shipper’s requests. The benefits shippers seek to acquire by using the 
services of TPLPs vary a lot and the only common theme among them is that they 
in some way increase the value creating ability of the shippers’ processes. In 
Berglund (1997) a review of the TPL literature revealed a long list of empirically 
found benefits or expectations in TPL contracts. The shippers’ benefits or 
expectations of TPL can be placed in the following categories, as reported by the

55 Value is in this dissertation treated as a term for the general reason for TP L  buyers to consider outsourcing 
the whole or parts of their logistics processes.
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contemporary logistics literature: operational benefits, economic benefits, 
managerial benefits, and strategic benefits.

To synthesize the review in Berglund (1997) the possible values or benefits can be 
summarized into the following TPL benefit categories according to how these 
issues are presented in the available literature:

The basic operational benefits  can be summarized as:

A Improved service,

A Increased quality, and

A Higher operational flexibility.

The minimum economic/financial benefits are:

A Improved control (stability and visibility),

A Reduced capital requirements, and

A Lower cost.

The managerial benefits contribute with:

A Scarce management attention / focus freed from operational issues, and 

A Improved personnel capabilities.

The strategic benefits have been identified as:

A Improved strategic flexibility, and 

A Concentration on the core business.

One of the more comprehensive studies of the expectations, benefits and effects 
of TPL relationships can be found in Andersson’s two volumes (Andersson, 1995, 
1997). In Andersson’s studies it is concluded that there exist connections between 
the different generic driving forces that affect the formation of third-party contracts 
(logistics partnerships or logistics alliances in Andersson’s terminology), as 
presented in figure 23.
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Figure 23: The major driving forces behind the set-up o f logistics partnerships. 
Source: Andersson 1997, p. 128.

By measuring the shippers expected positive effects of third-party contracts, 
Andersson finds that there are four generic driving forces that mainly affect the 
formation;

A  Cost reductions and service improvements,

Effects of concentration on core business,

A. Effects of restructuring of the supply chain, and 

A Investment reduction.

In 1998 one of the studies behind Andersson’s conclusions was repeated with the 
same methodology, and the results indicate that the conclusions still hold true 
(Laarhoven et al., 2000). The main drivers for outsourcing were in 1998 in rank; 1) 
cost reduction, 2) service improvements, 3) strategic flexibility 4) focus on core, 
and 5) change implementation.

Each of the forces in Andersson’s model is credited with driving the formation on 
their own. However, the connections between the different forces probably ought 
to be equally important in effecting the formation of third-party contracts. Cost 
reductions and service improvements are to be considered as the main drivers of 
third-party contracts. In achieving these expected benefits the connections 
mentioned come into play. The route to achieving cost reduction or service
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improvements might according to the empirical evidence pass over the effects of 
concentration on core business, the effects of restructuring the supply chain, and 
Investment reduction. Likewise the benefits from restructuring are expected to 
come partly from reduced investments.

Control
Improved control of cost and service performance 

▲
M ore direct costs 

M ore measurements 

Im proved cost awareness

Logistics partnerships

1

Economies o f  scale  

and scope
Efficient operations 
Labor cost

r ^

Reduced  

investments 

F ast change 
G reater changes 

r ^

Provider knowledge 

Efficient operations 

Range o f  services

f

Cost *4 Restructuring Servicew

Reduced warehousing costs New or changed Reduced order-cycle time
Reduced inventory costs supply chains Reduced delivery-time window
Reduced transportation costs Increased on-time deliveries
Other cost reductions 

Reduced fixed costs

Figure 24: Logistics partnerships’ effects and their reasons.
Source: Andersson 1997, p. 132

In the same source the realized effects of third-party contracts have been analyzed 
and result in a similar but slightly different model. According to Andersson the 
effects of logistics can all be summarized under the headings, which constitute the 
following TPL effect dimensions:

Control,

A Cost,

A Service, and

d  Restructuring.
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It should be recognized that the important restructuring effect is a means to 
achieve an end, and in Andersson’s results restructuring is used to achieve cost 
and service improvements. Restructuring or the change from one logistics system 
to another relates to the one-time effects gained from achieving a better system 
through the outsourcing initiative -  a Transition. In addition value, or rather the 
ability to not lose value, can come from the actual procedures required in shifting 
from one setting to another. TPL clients normally require that the outsourcing 
activity has to occur in a manner that service levels towards customers are at no 
time compromised. Transition is thus supported as an additional TPL effect 
dimension. Furthermore, outsourcing can be used for achieving a more flexible 
system permitting structural changes depending on changes in demand and 
supply. The rational for using third parties to gain flexibility is that the providers are 
able to spread investments over a number of clients. Strategic Flexibility, or 
adaptability, relates to future restructuring as it aims for a solution where 
restructuring can be achieved without major investments or other penalties in cost 
or service. The main benefit in terms of strategic flexibility connecting to 
restructuring is, by the use of external resources, to have an adaptive logistics 
structure that allows major change in flows, entrance and withdrawal from markets, 
etc.

Reviewing the effects realized from third-party contracts, as discussed by 
Andersson, the effects from a focus on core are notably disguised. The effects and 
their reasons display the benefits of focusing on core, but only in so far as it acts in 
terms of the providers delivered services. The providers’ advantage (Economies of 
scale by indivisible costs, Economies of scale by increased dimensions, etc. See, 
Appendix 1), or rather the positive effects achieved by focusing on logistics, is 
obvious as it affects the examples mentioned positively. But, what happens with 
the shippers’ value creation process, other than the effects of reduced investment 
levels? For instance, if investments in a logistics process can be redirected to 
other processes within the shipper’s core, these processes will benefit and thus 
create value. The reason why the positive effects are realized within the shippers’ 
organizations and not accounted for in the presented models is due to problems of 
measurement. In the review previously summarized these effects are mentioned, 
though not measured, and thus should not be neglected.

In Berglund (1997) the TPLPs were asked to state their perspective on what kind 
of value TPL services deliver to clients in terms of benefits. In comparison with 
Andersson’s results we find Interesting similarities as well as differences. In this 
study focus on core, i.e. the positive effect realized within other parts of the
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shippers organization, gets high and measurable recognition, whereas control is 
much less focused.

Table 5: The importance of different value creating dimensions.
Source: Berglund, 1997 p. 130

Value dimension Weighted
importance56 57

Cost ■ m u
Focus on Core 0,45 |
Flexibility 0,43 ~ ]

I Service 0,4 |

The effects of third-party contracts, or logistics alliances, in other parts of the 
shipper organization can be considered as resulting from an enab ling7 aspect of 
the provider’s services (See, section 4.1), thus constituting yet another TPL effect 
dimension.

There exist clear connections between Andersson’s empirically found model, or in 
other words taxonomy on values creation effect dimensions, and the benefit 
categories found in the available literature. Naturally, connections may be drawn 
between all effects and benefits as internal correlation exists, as indicated by 
Andersson (1997). However, some of the envisioned connections are more 
important than others, especially in the context of creating a value creating system 
for TPL relationships. In the following the most important connections (benefit -  
effect), as I find them, will be discussed.

Operational benefits as a dimension refers to effects that primarily affect the 
execution of operations, and is naturally correlated to economic effects. Well- 
executed operations normally result in good economic output or in other words 
cost effects (operational benefits -  cost effects). However, operational benefits are 
interesting of their own virtue as cost effects may not be the sole objective of TPL 
clients and is summarized as service effects in Andersson’s proposed model 
(operational benefits -  service effects). Further, the transition effect, i.e. the shift 
from one logistics structure to another, is mainly an operational issue (operational 
benefits -  transition effects). Transition could have been classified as a managerial 
benefit as it is about planning, controlling and managing change. However,

56 The weighted measure is calculated as (5* the number of respondents stating value as priority 1+ ..+ 1* the 
number of respondents stating value as priority 5 )/ 5* total number of respondents.

57 I.e. when the main value gain for the customer is found by focusing freed resources on other activities than 
the subcontracted one or from capitalizing on an opportunity thus achieved.
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transitions only occur at the outset of a TPL relationship and thus have very little 
effect on the TPL client’s management resources in the long run.

o

Figure 25: TPL value creation dimensions from the shipper perspective.

On the contrary, the economical and financial benefit from changing from a 
ineffective logistics structure full of stored product to a cost effective lean one, the 
transition effect, might be the triggering effect that result in a TPL relationship 
(managerial benefits -  transition effects).

“Finally, corporate restructuring was most often mentioned as an outside event 
triggering shippers to consider outsourcing their logistics activities.”

Laarhoven et al., 2000

Continuing on the main effects connecting to managerial benefits, positive effects 
in terms of cost and services by accessing high skilled logistics managerial
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capability through TPL relationships could be envisioned. These cost and service 
effects connecting to managerial benefits are somewhat questionable as shown in 
figure 26. TPL clients are concerned about the provider’s performance and 
knowledge which makes it relevant to question the role of TPLPs managerial 
capabilities in association with a specific TPL relationship in driving logistics 
outsourcing. In relation to managerial benefits it is more likely that it is the enabling 
effects, i.e. the clients ability to use their limited management resources on other 
more value creating activities than the outsourced logistics process, that drives 
logistics outsourcing from a managerial perspective (managerial benefits -  
enabling effects).

11998 ■ 1993

Figure 26: Initial (at set-up) and current (after at least 1 year's relationship) concerns 
TPL clients have regarding their TPLPs capabilities.
Source: Laarhoven et ai, 2000.

Connecting to this effect is the increase of control that occurs when using external 
suppliers as pointed out by Andersson. It seems that using an external supplier 
presses the importance of demanding appropriate cost and service levels. In order 
make such demands the levels have to be measured, and as the relation between 
the shipper and the provider is between different companies the measures have to 
be specified and accepted by both parties. Management is much about controlling 
activities in accordance to stated objectives. By introducing an organizational 
border the control aspect becomes impossible to treat lightly, thus the managerial 
benefits from increased control (managerial benefits -  control effects).
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Going back to economic /  financial benefits, it is fair to treat these as connected to 
all of the focused effects, they being the strongest driving force for creating TPL 
relationships (economic / financial benefits -  all of the mentioned effects). This 
leaves us with only the strategic benefits left from the review mentioned in the 
beginning of this section to connect to the effects of TPL. As for the other benefits, 
strategic benefits can be connected to all of the effects, however it is most strongly 
connected to flexibility and enabling. Flexibility in this review is not seen as an 
operational issue, e.g. shifting personnel from one client’s operation to another in 
order to meet daily variations in activity. This kind of flexibility is considered to be 
an operational issue and is thus accounted for by the cost and service effects. 
Strategic flexibility operates on another level and is of another magnitude such as 
letting clients enter and leave different markets at short notice as well as 
restructuring logistics operations within existing geographic areas (strategic 
benefits -  flexibility effects). Enabling has probably the most obviously connected 
effect on strategic benefits, as it is about shifting focus away from logistics 
processes to others that are considered more important for the clients organization 
(strategic benefits -  enabling effects). To state it once again, depending on what is 
focused on and considered as important, all the benefit categories of the review 
may be connected to all the different effects dimensions as revealed in the 
previous section. However, the strength of the connections is different depending 
on the specific TPL setup. Yet, in aggregate, some are more important than others 
and are thus worth more consideration and are correspondingly marked as the 
connection between the benefit categories and the effect dimensions in figure 25.

7.3 The TPL provider's value creation

The focus on logistics operations enables the TPL providers to exceed most 
potential clients’ abilities in the areas of expertise and systems, since clients must 
allocate resources and focus on several other areas as well. This naturally 
depends on the volume of activities, in comparison to the shippers’ in-house 
operations.

7.3.1 The provider’s advantage

The provider’s advantage comes from a number of different sources. Logistics 
expertise is one important factor according to Sheffi (1990). It seems that Sheffi

112



(1990) believes that the main source for logistics expertise is the ability to attract 
talented personnel interested in logistics. This type of person is considered by 
Sheffi to be attracted to companies that focus on and invest in logistics. However, 
it ought to be recognized that this may not be such an important factor in the eyes 
of shippers as concluded by section 7.2 (figure 25). The development of logistics 
systems that adds value for clients is affordable for TPL providers. This is due to 
the larger sized logistical operations the providers have compared to the individual 
shipper. In most cases the providers are also able to deliver logistical services at a 
lower cost, by running several clients’ operations in the same systems. The 
consolidation of volumes makes it possible to cut transport fees and average out 
seasonal and random variations in flow. According to Virum (1993), however, the 
providers’ strategy is to compete on superior performance rather than price.

The decision to outsource can be regarded like any other type of investment from 
the shippers perspective, and dealt with by an investment appraisal as indicated in 
section 7.1. The outsourcing alternatives will be judged by a total cost approach or 
as the trade-off between the cost and perceived economic benefits of some sort. 
Hence, the reasons why external parties may provide more value in relation to 
cost, is partly to be found within the general area of economies of scale, scope, 
etc., which will be discussed later, and factor costs.

Factor costs may be different for different organizations. As an example, labor 
costs do vary significantly between different types of employees, between 
differently experienced employees, between different unions and between 
unionized or non-unionized personnel, as well as between different geographic 
locations. Costs of other production factors may differ due to accessibility and the 
cost of resources. Since factor costs vary, different providers have unequal ability 
for providing low cost alternatives. Furthermore, it must be recognized that the cost 
of capital may vary significantly as well as the scale of operations which makes 
certain companies better positioned to provide services at a low cost than others, 
especially when being asset based. Economies of scale is a concept well 
established in management literature. The basic notion within this concept is that 
the average cost decreases when the output increases.

The relationship between cost and scale can be attributed to a set of sources. The 
main driving sources are, according to Pratten (1971): indivisibility, increased 
dimension, specialization, massed resources, superior techniques or organization 
of production, the learning effect, and control of markets by vertical integration as 
well as bargaining power. For descriptions of the different forms of Economies of 
scale, as presented by Pratten, see appendix 1, A.1.3. There might of course be
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diseconomies of scale as well economies. Pratten (1971) suggests that the 
sources for diseconomies may be: shortage of production factors; technical 
factors; management; labor relations; and selling and distribution.

Economies of scale in logistics have to some extent been debated. Transport is 
affected by Economies of scale, especially when considering less than truckload 
shipments (LTL-transport). Contractors can by pooling several shippers’ transport 
needs gain large volumes (Mckinnon, 1989) and thus achieve economies of scale. 
For example it is in transport possible to provide transport of small shipments at a 
low cost when the scale of operations admit consolidation of small shipments into 
full truckloads. According to Rask (1984) size does not necessarily result in 
benefits in the transportation business due to technological factors. However size 
affect the ability to conduct transportation business in a rational manner, i.e. by 
using transportation planning (LTL-transport) and the ability to market and sell 
services. Economies of scale in transport is thus mainly achieved through 
development of transport networks and shipment consolidation, both requiring 
advanced route planning. Furthermore, when the size of operations grows large, 
effects of buying power become important, e.g. when forwarders source 
transportation and transportation companies acquire trucks. Warehousing, as the 
second largest activity within logistics, seems on the other hand not to be so 
greatly affected by economies of scale. Pfhol et al. (1992) have shown in an 
empirically based study that the economies of scale are low in warehousing, 
especially in order picking activities.

"The investigation of existing warehouses does not support economies of scale. 
This is further emphasized by the cost structure, which shows a high and stable 
percentage of (variable) personnel costs for all warehouses in the empirical 
analysis. .. Basically it becomes evident that larger warehouses do not inevitably 
cause lower unit costs. *

Pfohletal., 1992 p. 120

However, economies of scale in warehousing exist to some extent as sharing 
warehouse among several clients reduce, overhead costs, capacity needs and 
increase the possibility for transportation consolidations.

Economies of scale as sources of cost advantage are driven by standardization, 
but the opposite - variation - may be a source of economic benefits as well. 
Economies of scope stand for those cost benefits achieved through doing different 
things. The literature indicates two slightly different views on economies of scope. 
Panzar and Willig (1981) discuss cost advantages through sharing of inputs, while
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Goldhar & Jelinek (1983) consider economies of scope by sharing production 
resources. For the purpose of this review the views will be considered as the 
same. The basic rational for economies of scope can be stated as the following:

"There are economies of scope where it is less costly to combine two or more 
product lines in one firm than to produce them separately. "

Panzar & Willig, 1981 p. 268

Possibilities to share inputs/resources will lead to a lower total cost of production if 
products are co-produced rather than treated separately. The sharing may be 
simultaneous or sequential. Examples of simultaneous sharing of inputs/resources 
can be joint use of facilities or other indivisible equipment, and an example of 
sequential sharing of inputs/resources may be flexible use of production capacity 
and human resources.

Economies of scope can be realized within logistics systems by co-location of 
activities such as storage, terminal, and handling. By using the same facilities, and 
to some extent (possibly by sequential use), the same production inputs/resources 
economies of scope will appear.

7.3.2 The providers modes to create value

The challenge that TPL provider’s face is to accommodate their customers with 
services that add more value to their customers’ business than the customers 
would be able to achieve themselves. From previously published58 parts of this 
dissertation it has already become clear that providers oppositely positioned along 
the dimension standard service vs. solution will have generically different ways of 
adding value for their customers. These are the issues that will be the focus of 
Chapter 8 where the proposed description and position model for the TPL industry 
will be discussed. This chapter does not distinguish between different TPLPs, as it 
discusses value creation issues in the general sense, but the consequence of 
different provider characteristics is the reason for the different ways to create 
value.

In Berglund (1997) the TPLPs view of what kind of leverage mechanisms were the 
most important in order to achieve the value or benefits sought by clients was

58 l.e. see Berglund (1997) and Berglund et al. (1999).
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presented. Just as costas expected turns out to be the most wanted benefit by the 
clients according to the TPLPs, operative competence is regarded as the most 
important leverage mechanism for creating value, as shown in table 6. Other 
leverage mechanisms of high importance are system development (IT and 
Logistics Systems), ability to handle variation, range of services, and shared fixed 
resources.

Table 6: The importance of different leverage mechanisms. 
Source: Modification of Berglund, 131

Leverage
Mechanisms

Weighted
importance59

Operative
Competence

0,65

Systems 0,55

Handle Variation 6,35
Range of Services 0,35

Shared Fixed 
Resources

0,35

Leverage mechanisms like those presented in table 6 are to some degree 
connected to each other, for instance are the leverage mechanisms handle 
variation and systems development are significantly correlated in the used sample 
(Berglund, 1997 appendix 4. p. 35). Those correlation’s can naturally have their 
explanations in random effects, but looking at the drivers of the TPL industry, as 
discussed in sections 1.1, 2,3 and 6.1.1, complexity increases which pushes 
systems development forward as an increasingly important leverage mechanism. 
Further, as the complexity increases the variations increase as well as the 
demands for operational flexibility. Thus, correlation can equally well be a 
consequence of the drivers for more complex assignments.

In the following, a model for value creation will be presented, based on different 
value creation modes that in a sense can be regarded as an aggregation of 
different value creating leverage mechanisms such as in table 6. The different 
modes are generically different ways of generating value, which may take different 
expressions in terms of shipper benefits as discussed in section 7.2, i.e. value by 
one of the modes may result in many different effects from the shipper’s point of 
view.

59 The weighted m easure is calculated as (5* the number of respondents stating value as priority 1+ ..+ 1* the 
number of respondents stating value as priority 5 )/ 5 * total number of respondents.
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The basic mode for TPL-providers to add value is to achieve operational efficiency 
at a higher level than others (notably the customer) would be able to and thus 
provide a better performance/cost ratio. Most TPL-providers excel in this particular 
way of adding value, since it is at the core of their business. Thus they have the 
advantage of pooling all resources and attention towards these operations. The 
driver for value creation in this case is primarily factor costs, which are typically 
lower for TPLPs than the customers. Looking at labor cost as a representative for 
factor costs, average hourly salaries generally are lower in the transport/logistics 
industry than in manufacturing industries, as shown in table 7.

Table 7: difference between salary in manufacturing and transport/logistics 
industries, Sweden.
Source: SCB, (SNI92 SEK/Hour).
Average hourly salary for workers m w m 193901 199902 1999Q3

SNI92 -  D: Manufacturing Industry 106,2 106,5 107,9 106,3
SNI92 -  I: Transport, Storage and communication 
companies

103,2 103,6 104,3 104,5

Economies of scale is also a main contributing value driver. Returning to Pratten’s 
(1971) different variations on Economies of Scale, it’s primarily Economies of scale 
by specialization, by superior techniques or organization of procedures and by 
learning that acts in this operational efficiency mode. An example of adding value 
through operational efficiency is to run a warehouse efficiently. Adequate facilities 
and equipment and excellent operational skills are required. In more advanced 
examples in this category, such as coordinating a number of logistics activities, 
skills in information technology (IT) would be required as well, since coordination is 
generally achieved through IT tools.

TPL-providers can also add value by sharing resources between customers, which 
leads to the integration of customer operations, for example by running a 
warehouse for several customers or by operating joint transportation networks for 
a set of customers. Thus, the driver for value creation is predominantly economies 
of scale, and more specifically by indivisible costs, by increased dimensions, and 
of massed resources. Economies of Scope (Panzar & Willig, 1981 and Goldhar & 
Jelink, 1983) act in this mode when different client operations are pooled, and thus 
input is shared as well as production resources. Again operational skills are 
required, but since the coordination of activities is a must, corresponding IT skills 
are necessities as well.
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The first two modes of adding value, operational efficiency and integration of 
customer operations are completely focussed on the TPLP’s internal processes. 
Furthermore, similarly to the way shippers create value by outsourcing their 
logistics activities to service providers, the TPL providers themselves can create 
value for the clients by outsourcing some of their activities to second or third tier 
providers or by joining forces with similar, but complimentary, providers. Thus, 
vertical and horizontal network development, i.e. the development of a network of 
service providers, each carrying out the activities that they are best at, can be seen 
as the third step in the taxonomy. Again, operational and IT skills are the basis of 
the value creation, although the operational skills will tend to be more of a 
managerial or relationship focused nature, due to the challenge to coordinate and 
develop the operational skills and resources of other providers. Hence, this third 
mode of creating value for customers is based on the same logic that drives the 
clients to outsource logistics, i.e. even lower factor costs, asset reduction and 
Pratten’s (1971) economies of scale by vertical integration.
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Figure 27: Taxonomy of core value creation by TPL-providers.
Source: Modified from Berglund (1997) p.65, Berglund et al. (1999), and Wandel 
(1997).

The fourth mode for creating value for customers is to use conceptual logistics 
skills to improve the customers’ supply chains, for example by introducing cross
docking facilities to eliminate unnecessary storage of inventories, or by redesigning 
the distribution network in order to optimize customer service levels. Supply chain 
management, supply chain integration or supply chain optimization are the 
common terms to describe such activities. Conceptual skills, such as supply chain
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analysis and operations research techniques, as well as knowledge of innovative 
logistics concepts such as cross-docking or merge-in-transit, are the predominant 
skills required for this type of value creation. This mode of value creation is 
different as it aims at improving the client’s business process in itself rather than 
creating a system to deliver services according to the shipper’s current way of 
organizing the outsourced activity. The value drive of this mode is thus 
development of the client’s business processes, but economies of scope act as 
well. Economies of scope In this mode act on a “higher” conceptual level then in 
the Integration of customer operations mode as the resources to be shared 
between different clients are based on knowledge, best practice transfer, etc. This, 
the fourth mode of value creation available for TPLPs, must at this period in time 
be considered much as a conceptual construct, since I have so far only found a 
few examples in the empirical data. Even, though, many TPLPs have units like 
Schenker- BTL’s BTL-Consulting focusing on consultative assignments for clients 
value creation through development of clients’ business processes must be 
considered as a marginal service.

Figure 27 summarizes the four ways of adding value as described. This model or 
taxonomy indicates an increasing degree of complexity of operations, and thus 
increasing skill requirements. But, the taxonomy should not be treated as a 
development sequence as the different modes of value creation are of completely 
different character and do not build on each other by default. However, operational 
efficiency is considered as a prerequisite in order to be on the market.

Further, the taxonomy presented, slightly adapted from Berglund et al. (1999) as 
well as Berglund (1997) and Wandel (1997), only considers the continuous value 
creation that occurs during an TPL relationship. Evident from restructuring’s 
prominent role in the shipper’s reasons to enter a TPL relationship, the transition 
from one structure to another must be considered as yet one other mode of value 
creation for TPL providers. Transition as value creating, ought to be split into two 
specific modes, one emphasizing the one time occurring transition from one 
logistics structure to another, operational transition management, the other 
continuous change. The first transition mode can be compared to the operational 
efficiency mode, and thus subjected to the same value drivers. Operational 
transition management similarity to the operational efficiency mode is supported by 
most TPLP’s service offerings. It should be considered as a frequently offered
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practice as the similarities with project logistics are evident, which many providers 
offer on a regular basis60.

The second aspect of transition is about continuous restructuring or change. TPL 
clients request strategic flexibility, thus meaning adaptive logistics structures based 
on continuous restructuring or change. Strategic flexibility can be somewhat 
countered by the integration of customer operations mode but only as flexibility in 
operations, as discussed in section 7.2. The flexibility effect as required by 
shippers is connected to managerial and economic / financial benefit and not to 
operational benefits which connect to the service effect, and that is where flexibility 
fits in to operations. Strategic flexibility for entering into or exiting from different 
markets and system reconfiguration needs more conceptual ability. The mode 
supply chain management and integration thus connects better with the requests 
for strategic flexibility, and can be accompanied by a transition mode focusing on 
change management. Further, as the development of a customer’s business 
process is considered a marginal service for the time being, change management 
ought to be considered as even more of a conceptual construct. Our studies have 
show that shippers generally are responsible for design aspects in TPL relations, 
whereas providers are responsible for execution. However, this does not indicate 
that the providers are unable to manage change. Even though change initiatives 
primarily come from shippers who normally design the process, the providers may 
manage change.

This is illustrative for a clear separation of tasks between shipper and provider; ... 
the shipper takes responsibility for the design of the logistics activities to be 
outsourced, for example by either specifying them in detail in the contract or by 
specifying detailed targets for a large number of performance indicators, and the 
provider is responsible for the execution of these activities.

Laarhoven et al., 2000

Moreover, the suggested taxonomy does not recognize the enabling effect of 
provider’s actions, as they create possibilities for shippers to create value from 
resources released for the use in other processes. A suggested model, 
considering all these modes of value creation available for the TPL providers to 
work with in creation value for their clients businesses, can be presented as in 
figure 28.

60 E.g. Fritz Companies, Inc. (Fritz Com panies, Inc. , 1999) and GeoLogistics (GeoLogistics, 1999).
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Figure 28: The TPL providers value creation modes.
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7.4 The value system model

Concluding, the TPL value creation system is completed by connecting the TPL 
provider's modes of value creation of section 7.3.2 with TPL effect dimensions 
from the shipper’s perspective of section 7.2. Just as in the discussion in 7.2 
where TPL benefit categories were connected to TPL effect dimensions, it is 
possible to envision connections between most of the different value creation 
modes and the effect dimensions of the shipper perspective. This is partly due to 
the existing connections between certain of the effect dimensions which results in 
additional connections between modes and dimensions. However, in order to get 
the TPL value system worked out it is really only the main connections that are 
important, and will be discussed according to how I find them in the following 
section. It should be noted that the system as a whole, as opposed to modes, 
effects, and benefits, has not been empirically tested or presented by any previous 
theory on the subject and thus ought to be considered as a conceptual construct 
based on logical deduction.
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Figure 29: The TPL value creation system -  a graphical representation of main 
connections.

TPL relationships are all started with a transition of some kind. Sometimes the 
TPLP takes over an existing logistics process and continues with business as 
usual. Most of the cases however include changes in the process structure, large 
or small, which influence the performance of the process. Thus the non-recurrent 
value creation mode transition management is clearly connected to the transition 
effect dimension. Just as the transition management mode is somewhat of an 
outlayer, i.e. from being non-recurrent, the enabling function, which is a continuous 
value creation mode is rather special. Enabling natural connects to the TPL 
enabling effect dimension of the shipper perspective, but also to the control effect 
dimension as it creates value by the TPL client’s, i.e. the shippers’, internal 
processes. Other positive effects of the enabling function, e.g. better performance 
for the shippers’ business system, are included in the definition of the enabling 
effect dimension as defined in section 4.1. Between transition management and

122



enabling function in figure 29, presenting the TPL value system, we find the modes 
most important in value creation from the TPLP’s perspective, as they are all 
continuously creating value and representing the values the providers are creating 
by their own actions for clients.

The operational efficiency mode representing value creation of relatively low 
complexity connects to the cost and service effect dimensions. The same 
connections are also the most important for the integration of customer operations 
and the vertical or horizontal network development modes, which are ways of 
value creation with an increasing degree of complexity than the operational 
efficiency mode. The main connections are the same as they all three work in 
different ways to balance and affect cost vs. performance, or service, by primary 
drivers in economies of scale and factor costs. The flexibility^ effect dimension is 
not strongly connected to the previous discussed modes as it is mainly influenced 
by the supply chain management & integration and the change management 
modes of value creation. These two final modes are both much about abilities 
connected to changing the clients business system in a wider perspective than just 
an outsourced logistics process. Nevertheless the connection between supply 
chain management & integration and the service effect dimension ought to be 
recognized, as well. The supply chain management & integration value creation 
mode is primarily about increasing performance, hence service effect, and 
secondly about cost aspects. Thus the TPL value system is presented in figure 29 
with these major connections between value creation modes and TPL effect 
dimensions bound between the different perspectives of shippers and providers. 61

61 Rem em ber aspects like operational flexibility are included in the cost and service effect dimensions.
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8. Strategie positions of 
TPL providers

The overall objective of this chapter is to develop a strategic position model 
applied to the cluster of TPL providers, which emphasizes strategic segmentation 
and value creation. However it is justified to turn back to how TPL is defined in this 
thesis62, and first discuss positions according to how many practitioners would use 
the term logistics.

Further, by simple reasoning it get quite obvious that if different positions exist in 
the TPL industry (i.e. RQ3.1) this ought to be a result or result In different 
focuses on the value system governing the TPL phenomenon, as focused in 
Chapter 7. How the value creation activities of TPLPs connect to strategic 
positions in the industry is an important issue to consider, i.e. RQ3.2. These issues 
cannot be discussed unless the TPL cluster and its participants have been 
described and a model for description have been developed. The main 
characteristics of the TPL industry and its anticipated change were presented in 
section 6.1. The tool for describing TPLPs was presented and further elaborated 
on in section 6.2, and serves as a starting point in discussing strategic positions.

The chapter is thus concluded by connecting the value creating system of Chapter 
7 to the position model in order to explain strategic positions in the TPL industry.

62 A TPL provider is a company that for external clients m anages, controls, and delivers third-party logistics.
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8.1 Positioning the TPL cluster

The problems of using the term logistics have been discussed in section 1.5, which 
resulted in two different interpretations, the all-inclusive and the particular view of 
TPL. This dissertation focus on the particular view and thus reject the all-inclusive 
interpretations, as logistics is defined as an integrated process rather than as a 
collection of material flow related activities. This is not how all of the intended 

readers of this volume would use the term, even though it is a correct and thus 

stringent and adequate way from an academic point of view63. The reason to go 
back to the discussion about definitions is that it has consequences for how to 
discuss strategic positions in the TPL set of actors. In fact the difference between 
the all-inclusive and the particular view on TPL is a positioning statement in itself. 
Functional support activities, which are included in the all-inclusive view, are very 
different compared to integrated process-oriented sen/ices, as discussed in 
section 2.3. Thus, companies positioned according to these different alternatives 
need to be correspondingly differently organized.

’While operational effectiveness is about achieving excellence in individual activities, 
or functions, strategy is about combining activities .. Its competitive advantage 
comes from the way its activities fit and reinforce one another

Porter, 1996

Thus, if we relax the limitations of the dissertation for this discussion and consider 
the all-inclusive interpretation as our definition of TPL, a position model has to take 
the difference between Functional support activities and Integrated process- 
oriented services into account as in figure 30. And, as functional support activities 
are very different compared to the integrated process-oriented logistics services, 
the Range and Integration of TPLP Activities become an important positioning 
dimension that correspondingly need to be included in a position model.

The difference between actors positioned according to Integrated services versus 
Separated operations (figure 30) is important from both a buyer’s perspective as 
well, as from a company organization perspective, as Porter points out. However 
this dissertation is limited to considering companies that have businesses in the 
Integrated services, and will in the following text only focus on strategic positions * I

This is deduced from the definitions on logistics, as presented by CLM  & ELA, see Chapter 2. I want 
through this dissertation to strongly advocate this use of the terms concerned in order to lessen the confusion
I have witnessed in the logistics and transportation sector during approximately 5 years of study.
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within the Integrated services, or in other words the TPL cluster, as perceived from 
the particular view.

Range and Integration of 
TPLP Activities

Integrated Process oriented
Services logistics services

1
:

Separated
Operations

Figure 30: The TPL actor’s position compared to functional support activities.

Nevertheless, the connections will be considered in accordance with Gilbert & 
Strebels’ (1991) definition of an industry, which is discussed in section 2.2, and 
recognizes companies in the Separate operations positions as potential sub
suppliers as the TPL definition does not require production of the services 
delivered.

8.2 Positioning in the TPL cluster

In order to find positions or rather positioning dimensions to measure strategy64, 
empirical data on the descriptive variables, i.e. those in the chain model, were 
analyzed. The empirical data were compared under the principle that even if 
differences between the companies could be found in most measurable variables, 
these differences do not constitute a position (read strategy) unless corresponding 
differences could be found in other variables as discussed in section 3.3.

64 Strategy as a Position, is one of the main perspectives on positioning according to Mintzberg (1987). See 
Berglund (1997) pp. 38 -40 for discussion. It is also the strategy perspective used in this dissertation.

127



Positioning as strategy connects to actions and organization, as Porter (1996)65 
describes it. This analysis is carried out in Berglund (1997)66, where it is concluded 
that the empirical data at hand do not significantly support the promotion of the 
descriptive variables of the basic chain model to positioning dimensions, i.e. 
variables to describe differences in characteristics.

However, different positioned providers were found by allocating the providers to a 
particular variable indicated67 by prior models and empirical indications. Providers 
that offer a specific standardized service (standard service) versus providers that 
cover a complete range of services and offer their customers logistics solutions 
(solution), was thus suggested as both a description variable as well as 
constituting different positions. This positioning dimension proved to result in 
differences in other variables of interest is thus accepted as a strong indication 
supporting a strategic position model based on this variable. This dimension can, 
in a more generic manner, be classified as recognizing that the TPLPs differ in 
focus on either more operative aspects of providing TPL solutions, or focus on 
creating these solutions and thus focus on conceptual abilities. The survey 
participants of the study reported in Berglund (1997) and Berglund et al. (1999) 
were allocated to the their dominant character68 as either standard service or 
solution result in a number of interesting differences, as summarized in table 8.

In table 8, the standard service position and the solution position is compared. As 
expected, the average revenues per contract and the average revenues per 
employee are substantially lower for those providers that concentrate on a 
particular standardized service. One would expect the standard service providers 
to reject substantially more requests for proposals than the solution providers, 
since for the first category probably a higher percentage of requests will not match 
the service offering. Moreover, the solution providers sub-contract (i.e. use second 
tier providers) to a much larger extent than those providers that offer standardized 
services. Finally, the key leverage mechanisms to add value to their customers 
differ between the providers in the two positions. The standard service providers 
claim they use operative competence, or in other words being able to execute in a

65 “Its competitive advantage comes from the way its activities fit and reinforce one another” Porter, 1996, p. 
70.

66 See appendices 5, 7, and 8 in Berglund (1997).

67 Chapters 6.2 and 6.3 in Berglund (1997).

68 This was done by in an qualitative analysis, based on interviews with the respondents as well as using 
information such as the mission statement of each company, its number of customers, their most innovative 
customer case, whom they consider to be their competitors, etc.
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superior way the particular service that they specialize in, whereas the solution 
category emphasize systems development and range of services.

Table 8: Comparison69 of the strategic positions Standard Service and Solution. 
Source: Berglund et a!., 1999 p. 64

“Standard Service” “ Solation”
Annual revenues per contract in USD millions 1.39 4.01

Annual revenues per person in USD 
thousands

97 160
I

RFP’s - % rejected 40 _______ 26_______ |
I Tiering Limited More extensive j
I Leverage mechanisms
I

Operative
competence

Systems j 
development 

Range of services j

Further, by using the same methodology another variable or thus a dimension was 
empirically indicated as resulting in differently positioned (read strategy) providers. 
Categorizing providers according to those that carry out basic logistics versus 
value-added logistics, results in differences in other variables as indicated in the 
summary in table 9. The basic logistics category represents those TPLPs that 
provides integrated services consisting of only traditional transportation and 
warehousing activities. Value-added logistics is the providers that offers additional 
activities on top of the traditional transportation and warehousing activities, such as 
value-added services as discussed in Chapter 4. * 70

Table 9: Comparison70 of the strategic positions Basic logistics and Value-added 
logistics.
Source: Berglund et a!., 1999 p. 65

“Value-added logistics” “Basie logistics” I
% of personnel in gen. mgmt & 
business development

26.9 11.3 !
I

% of services is value-added 16.8 11.4
Expected annual growth rate 1995- 
1998 in %

55 24

Competencies Functional problem solving Cost efficiency 
Operational skills

Skills lacking Advanced logistics/ design skills IT ~ " "1

Note that the used sample, as discussed in section 5.4, is to small for generating statistical significant 
differences by the statistical techniques used. The hypotheses conclusions m ade in this section is based on 
the overall picture presented by both quantitative and qualitative information.

70 See, note 69.
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The providers in the value-added logistics position have a higher percentage of 
personnel working in general management and business development and have a 
higher percentage of value-added services. The difference between the basic 
logistics position and value-added logistics is not as big as between standard 
service and solution. However, the difference in growth expectancy between the 
two positions is a major one. The value-added logistics providers expected their 
revenues to increase twice as much annually in the period 1995-1998 as the Basic 
logistics providers predicted. Further, it is really primarily the differences in 
competencies that the providers emphasize as important for growth and 
development and the skills the providers perceive they lack which motivates value- 
added logistics vs. basic logistics as a positioning dimension. The providers in the 
Value-added logistics position stress different forms of “functional problem solving” 
competencies, whereas the basic logistics category emphasize “cost efficiency” 
and “operational” as the most important for growth and development. In terms of 
skills lacking the basic logistics positioned provider’s accent “IT” compared to 
“advanced logistics” or “design skills” as focused in the value-added logistics 
position.

Moreover, the empirical indications71 presented are further supported by the fact 
that the categories intuitively make good sense. However, the survey results 
(Berglund, 1997) and further research (Berglund et al., 1999) indicate that most 
companies have relationships that would fit in both positions of the standard 
service vs. solution dimension. This might be an effect of unfocused strategies of 
these companies, or a result from how many new TPL contracts are developed. In 
general, many TPLPs have used newly developed TPL solutions to create more 
business for other clients with similar needs, and thus been able to increase 
economies of scale and the efficiencies of standardized operations. However, they 
all tend to have the bulk of operations clearly assigned one of the suggested 
positions (Berglund et al., 1999).

Furthermore, among the more interesting differences, the following deserves to be 
noted again: Standard service providers use other, second tier TPL providers to a 
much lesser extent than those providers that offer a solution service. Finally, it is 
interesting to note that the standard service providers claim they use operative 
competence, or in other words are able to execute in a superior way the particular 
service that they specialize in, as the key leverage mechanism to add value fort 
their customers.

See pp. 176-189 in Berglund (1997) and pp. 63-65 in Berglund et al. (1999).
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Consequently, the conclusions of Berglund (1997) and Berglund et al. (1999) 
propose72 a positions matrix based on the two main dimensions: degree of 
complexity in service offer measured through range of activities and standard 
service vs. solution.

In figure 31 a first version of the strategic positions in the TPL industry is presented 
along with examples of business missions along with characteristics of the different 
segments.
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Figure 31: Segmentation of the TPL industry, exemplified by key words from 
representative business missions. Source: Modification of Berglund, 1997 p. 187 & 
appendix 6 p.1 and Berglund et al., 1999 p. 63.

Moreover, if we once again relax the limitations of the dissertation for a short while 
and considers companies of functional support character, reviewing the evolution 
of companies that provide logistics services e.g. ASG AB’s milestones (See, table 
A.1.1. in appendix 1. for full presentation). The increase and integration of the

72 It should be noted that the proposed model have many similarities with older work, e.g. Virum (1993) and 
Cooper, Browne, and Peters (1994), as discussed in Berglund (1997). Similarities can also be found outside 
the logistics literature such as in Hammarkvist, et al. (1982) and Mintzberg (1988).
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service range thus identified is one of the main reasons for the emergence of the 
TPL industry. Most of the currently active TPLPs can be traced back to providing a 
single functional support service in forwarding, transportation, and warehousing in 
the beginning of 1900, to state a few examples. However, the TPLPs did not 
develop process-oriented logistics services at once. The increase and integration 
of the service range created first a type of company that we can call functional 
support service companies with a general purpose portfolio, or in other words 
companies emerged with a wide range of different but not integrated services.

Figure 32: Segmentation of the traditional functional support industries

Whereas some companies have limited their focus to a small set of activities, i.e. 
focused activity providers. The companies with a relatively small number of 
focused activities are normally asset based, such as a parcel delivery network or 
forms of warehousing or transportation that require specific assets, such as for 
frozen products or hanging garments. Thus the separated operations part of figure 
30, in the introduction to this chapter ought to be modified and split into two 
different positions focused activity and general-purpose portfolio, as in figure 32.

Returning to the discussions in section 2.1 on how today’s TPLPs have entered 
the TPL business, i.e. integrating and adding additional capabilities around the 
company’s traditional core, it is evident that the origin ought to be reflected in the 
positions in the TPL industry as well. However, origin as a determinant of position 
in the TPL cluster has been rejected by several observers, e.g. A.T Kearney 1995, 
Beccia & Davis 1997, and Berglund 1997 (appendix 5). Looking at the position 
model of figure 32, leads to another conclusion if origin is interpreted a bit broader 
than specific functional support activity, i.e. the traditional origins of TPLPs. 
Companies originating from an asset base, of importance for the services 
provided, tend to stick to that base and thus constitute a sub-segment within the

Range of TPLP
Activities

Separated
Operations
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standard service position of the TPL industry. Whereas companies evolving from 
the general-purpose portfolio category tend to develop a set of standardized 
services, normally as a result of recurring logistics operations within a single client 
industry. Thus, returning to just considering the TPL industry as defined in this 
dissertation it is useful to further divide the operational vs. conceptual focus 
( standard service vs. solution) dimension into three positions as in figure 33.

Operational vs. Conceptual focus

Integrated
Services

Focused Standard Multiple Standard

|---------------------------------------------------------

Innovative Solution

Service Services Services

A  l im ite d  n u m b e r  o f A  n u m b e r  o f  s ta n d a r d S e r v ic e s  p ro v id e d  a r e

s ta n d a r d iz e d  s e r v ic e s , s e rv ic e s , n o r m a lly  b a s e d in n o v a t iv e  s o lu tio n s  b a s e d

n o r m a lly  b a s e d  o n o n  c lie n t in d u s try o n  s p e c if ic  s h ip p e r

a s s e t  r e q u ire m e n ts . o b je c t iv e s . o b je c t iv e s .

Figure 33: Modification of the position model for the TPL cluster of providers.

The proposed position model thus contains two positioning dimensions that 
empirically have been supported, by the empirical data, to describe different 
strategies among the TPLPs on top on being an intuitively sound differentiation. 
The two proposed dimensions are, as described in figure 31, range of activities 
and operational vs. conceptual focus. It should be noted that the differences 
between different positioned providers tend to be larger according to the 
operational vs. conceptual focus dimension then according to the range of 
activities dimension. This is at least partly a consequent of the fact that basic 
services are the basis on which TPL is defined in this dissertation, and thus all 
providers included provide these services. The connections between the two 
positions in the range of activities dimension are thus obvious, whereas the 
difference between the positions operational vs. conceptual focus are not affected 
by the definition of TPL. Furthermore, indications exist which suggest that there is 
some form of correlation between value-added logistics and solution, even if it is 
not significant.

Table 10: Indication of correlation between the two positioning dimensions 
Source: Berglund, 1997, Appendix 8 table A8.1.

I Variable Value Standard service Value Solution Significant on ]
| % value-adding services 
of total sales

8.57 18.89
i

j _________________ __

.0962
A..........................  i
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The solution category, as presented in table 10, has a higher average percentage 
of value adding services but the difference is not very significant. This somewhat 
problematic result, i.e. proposing that the two dimensions would be almost the 
same, is due to it being hard to measure the value-adding service’s role in TPL 
companies. Further, the result as presented in Berglund et al. 1999 clearly shows 
that some of the standard service providers have a major portion of their sales 
from components of the service provided that are of value-adding character. 
Correspondingly, both these dimensions are proposed as important for explaining 
the current positions in the TPL industry, as they are both shown to yield strategic 
differentiation. But, the operational vs. conceptual focus dimension is ranked as 
the most important, as it is more strongly supported by the empirical results.

‘Thus, focus first and foremost implies a choice between “service” and “solution”. 
Several discussions of the survey results and the segmentation with CEOs of TPL- 
providers have strengthened this belief and its corollary that trying to be active in all 
segments is a recipe for disaster. ”

Berglund et al., 1999 p.65

Moreover, if we return to strategic core theory and firm boundary directed 
positioning and discuss what happens within the TPLPs internal organization as 
the range of activities increases, the similarities among solution providers become 
evident. Solution providers base their business on the ability to create logistics 
solutions and are thus able to manage complex situations that vary among clients. 
Standard service providers base their strength on standardization and thus the 
needs of their clients should be as similar as possible. When the range of activities 
increases within providers’ service offerings the complexity increases. And as 
discussed in section 6.1.2 the different activities that are part of a logistics service 
are mainly organized as different production processes by the TPLPs. This 
becomes even more true when considering the big difference in activities 
characteristics when many different value-adding activities are included. In order 
for the TPLPs to be competitive in comparison to the clients organizing the specific 
logistics process themselves, the activities must be cost effective. Strategic core 
theory states that the number of different processes that a company can internally 
organize is limited, and thus might companies with a wide range of activities be 
ineffective unless certain ones are subcontracted. Furthermore when including 
many different value-adding activities in a standardized service the number of 
potential clients decreases as the service becomes very specific. There are thus a 
few reasons to reject the position matrix, but no significant result is at hand in order 
to do so at this point in time. However, due to these questionable aspects

134



regarding the range of activities dimension the position matrix shown will not be 
further promoted. Nevertheless, range of activity will be kept as a positioning 
dimension to consider for the future and the operational vs. conceptual focus 
dimension as the single supported base for a positioning model useful for the TPL 
industry. Thus figure 33 is the promoted position model and will be used further on 
in this dissertation.

8.3 Positions and value creation in the TPL 
cluster

Returning to Porter’s statement73 on the fit of activities, the important connection 
between strategic positions and the value creation system becomes evident. 
Questions such as the following are relevant for TPLP business making and show 
the importance of the evident connection between strategic positions and the value 
creation system: If we work with these value creation modes what position will we 
take? If we want to be in a certain position how should we organize our internal 
resources and activities in order to achieve the required value creation modes? 
Thus there exists a clear causal relation between the two, however if there exists a 
distinct causal direction is not clear, in other words if different focuses on value 
creation modes by TPLPs is a stronger determining factor of positions or if it is 
positioning decisions that cause different focuses in terms of value creation 
modes. Anyway, the actual strength of the causal directions must be considered as 
less important for this discussion as it probably is a strong two-way relationship 
between positions and value creation modes. The value creation modes are a 
result of companies’ resources and activities, and in particularly how these are 
integrated and focused or in other words organized.

How the value creation modes available for TPL participants reflect in their 
strategic positions is thus an important issue to consider in order to understand the 
TPL industry. This knowledge is useful as a guide for TPLPs in designing their 
strategies (Strategic positions) and provides insights on how to correspondingly 
adapt the company to achieve “the way its activities fit and reinforce one anothet” 
in order to reach its desired position. The understanding of the connections 
between the value system and strategic positions in the TPL market is also useful

73 “Its competitive advantage comes from the way its activities fit and reinforce one another”, Porter, 1996, p. 
70.
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for TPL clients (the shippers) as it links the benefits they might require to positions 
and thus provider profiles.

In section 8.2 the TPL position model was concluded to consist of two main 
dimensions, i.e. range of activities and operational vs. conceptual focus, 
constituting a matrix of available positions. Furthermore, it was settled that 
operational vs. conceptual focus was a more suitable dimension for measuring 
strategic differentiation than range of activities. Thus, it is justified to focus 
primarily on the connection between the different positions according to the 
operational vs. conceptual focus dimension and the modes of value creation in the 
following discussion.

Quite a few things can be said about the connection between this value creation 
system and the position model, even though there is no simple relationship 
between the value modes and the positions. In principle, providers in each of the 
positions can, and to some extent do, use all seven modes for adding value to 
their customers. The modes enabling function and transition management are 
somewhat different compared to the others and will be dealt with later. Looking at 
how to connect the positions to the value creation modes, the basic logic of the 
different positions is important, and represents different customer value 
propositions. The standard service position is characterized by the TPLP’s ability 
to create a few standardized logistics processes, and make these efficient. By 
standardization the range of variations in service delivery is limited, which naturally 
yields benefits such as the services, through aspects like focus, learning, sharing, 
and scale, which are made competitive in terms of cost or performance. These 
standardized services must be built around some specific service requirements, 
normally based on specific assets or specific client characteristics. The customer 
value propositions active in the standard service position are then “specific 
competitive service at low cost or high performance based on specific service 
requirements?. This kind of customer value proposition demands certain 
characteristics of the clients, other than just looking for the specific logistics 
process available as a standardized service. Clients must accept being one client 
among many, all using the same service and thus sharing systems and resources. 
Further the client must appreciate a standardized service and correspondingly 
keep logistics management as an internal process. Standardized services must be 
developed with specific service requirements or specific assets as the base, which 
is focused on the providers’ internal processes. Thus, clients opting for a 
standardized service must retain skills in logistics management in order to be able 
to evaluate different services and decide which fits their requirements best. If the
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trading or manufacturing company considering using standardized services has a 
wide range of service requirements, a total TPL solution will consist of different 
services from multiple sources.

Considering the other main position of the operational vs. conceptual focus 
dimension the customer value proposition is much different and can be stated as 
“customized comprehensive offering at competitive cost based on specific client’s 
specific needs f.The logic behind the solution position is that these providers focus
on developing solutions for specific clients’ requirements. Thus value primarily 
comes from complexity and the ability to tailor solutions. As with the customers 
that choose standardized services, those that go for solution providers will have 
certain characteristics. TPLPs that are good at designing logistics processes as 
solutions for clients’ logistical requirements do this in competition with a range of 
standardized services, management consultants (See, Abrahamsson & Wandel, 
1998) as well as with clients’ own ability to coordinate services from functional 
support providers or internal support activities in forwarding, transport and 
warehousing.

Standard Service Solution
Customer Specific competitive 

Value service at low cost 
proposition based on specific 

service 
requirements.

Customized 
comprehensive 

offering at competitive 
cost based on a 
specific client’s 
specific needs.

Customers - Many - Few, large
- Logistics - Logistics

management management
is core is non-core

- Standard concepts - Complex situations
- Multiple sources - Single sourcing

Advantages Focus, sharing, Complexity
scale management

subcontracting skills

Figure 34: Differences between the two main positions of the operational vs. 
conceptual focus dimension.
Source: Modification ofBerglund et al., 1999 p. 63.

Correspondingly, the clients of solution providers have to be prepared to let the 
providers take responsibility for logistics management. Logistics management 
responsibilities for solution providers means to do it from a client’s perspective and 
not only the logistics management that is required for producing a logistics service
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which naturally even standardized service providers must do. Thus, solution clients 
consider logistics management to be a non-core activity and evaluate different 
providers’ capabilities rather than services and decide which “partnef fits their 
requirements and management culture best. Furthermore, in order for solution 
providers to be competitive compared to standardized services, the outsourced 
process must be rather complex and / or specific and thus hard to standardize and 
offer to many clients. The required complexity can come from a client’s ambition to 
use single sourcing for a wide total business solution or from complex service 
requirements. Thus, solution providers tend to work with larger and fewer client 
assignments than the standardized service providers. Even as their main 
contribution is to the clients’ business process through solution development, the 
solution providers must base their solutions on efficient operations. In order to 
achieve efficient operations solutions providers tend to outsource activities to 
functional support providers to a larger degree than standardized service providers 
do. Thus, subcontracting skills, which include external relationship management, 
are a necessity.

Returning to the value creation modes operational efficiency and integration of 
customer operations will tend to dominate in standard service positions. Whereas 
the vertical or horizontal network development, supply chain management & 
integration, and change management modes are trademarks of the solution 
providers’ means of creating value, as presented in figure 35.

Standard Service Solution

>

Figure 35: Dominating connections between value creation modes and the two main 
positions of the operational vs. conceptual focus dimension.
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The value creation modes, transition management and the enabling function, are 
different than the ones shown in figure 35, as previously stated. Both have a part 
in generating value for clients using either a standardized service provider or a 
solution provider. However, looking at the transition management mode which 
correspond to the transition effect dimension value is generated in two ways, as 
mentioned in section 7.2. First we have the value that comes by changing from 
one logistics structure to a better one. Normally such a change included one-time 
cost savings from e.g. lower stock levels and smaller safety margins. Secondly we 
have the transition in itself, and being able to do that without compromising the 
TPL client’s customers service level represents a value. The solution position is 
about to create specific solutions to complex TPL client requirements, and can 
only compete if good solutions are achieved. Standard services are on the contrary 
created for multiple users and are thus less adapted to a specific client. It may 
even be so that a TPL client chooses to use a standardized service that is actually 
more costly or yields a lower service level if gains from outsourcing are found 
elsewhere. The process of changing clients’ logistics system is probably better 
developed among the standard service providers though as the benefits come 
from many users, they have changed clients logistics systems on a large number 
of occasions. The solution provider’s benefit leads to fewer and larger clients and 
correspondingly this position yields less experience of transition management. 
Thus, comparing the two aspects of transition it is justified that the gains from 
getting a better system are more connected to the solution position and that “safe” 
transition relates more to the standard service providers.

The enabling function is actually a passive mode to creating value for TPL clients. 
Enabling occurs when the main value gain for the customer is found by focusing 
his resources on other activities than the subcontracted one or from capitalizing on 
an opportunity thus achieved, as discussed in section 4.1. By outsourcing logistics 
processes, resources in terms of capital or human resources can be used in other 
areas. Thus the enabling effect depends on how many resources that can be 
redirected and the effects of doing so. In this aspect the different TPL clients are 
much alike in a generic sense, except that the standardize service clients need to 
keep a larger share of logistics management in-house than the solution clients. 
Thus, the potential for better impact of the enabling function is larger in the solution 
position than in the standard service position, even though enabling has a strong 
effect of both positions.

Finally, by connecting positions to the value creation system it is also possible to 
comment on the generic capabilities of TPLPs in the cluster. Returning to the three
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waves of entrants into the TPL market, i.e. traditional logistics service providers, 
network players, and new players, which represent the different TPLPs on a 
general generic level, a few conclusions can be drawn.

The skills of the different TPLPs can in a general sense be positioned as in figure 
36. The traditional logistics service providers all come from the functional support 
service industries, like Transport (LTL, FTL, etc.), warehousing, forwarding, etc. 
These all share a strong operational functionally oriented capability, from working 
with the required functional activities within their own operations. Forwarders are in 
this category a bit different, as they by definition don’t have any transportation 
activities of their own, and thus have used subcontractors for part of the operations 
required for TPL.

Skills

Operational
IT
Conceptual

TPL-providers
Traditional Network

players
New entrants

+ + -

+/- + +/-
- - +

Figure 36: TPLP’s skills compared to waves of entrance 
Source: Berglund et al., 1999 p.67

However, forwarders often perform warehousing activities with internal resources 
and are in general quite involved in transportation management for at least a few 
specific transportation solutions. Furthermore, several forwarders have long-term 
relations with carriers, which sometimes makes the differences between 
transportation companies and forwarders hard to distinguish. Thus, the traditional 
logistics service providers have their dominant strength in operations. When it 
comes to IT the provider’s skill level varies, but is in general considered as 
increasing. The traditional logistics service providers do not match the IT 
capabilities of the network players, if IT is considered as a wider issue than just 
systems required for purely operational uses. Network providers, e.g. for parcel 
delivery or air express delivery, have for a longer period, compared to the 
traditional providers, been working with systems for tracking and tracing and 
communications on top of the administrative system used for operations. 
Correspondingly, it is justified to consider network players as stronger in IT than 
the tradition providers. The third wave of participants is represented as an active 
involvement of companies mainly working with management consulting, 
information technology or financial services. These new types of actor enter with a 
completely different skill base compared with the first and second wave.
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Management consulting, information technology or financial services firms have a 
general strong conceptual logistics understanding. Furthermore, they understand 
client business processes in a wider sense, compared to the others that basically 
gain all their accumulated understanding from material flow oriented activities, 
often mainly specified by the clients.

If we return to figure 27: Taxonomy of core value-creation by TPL-providers in 
section 7.3.2 the connection between skills (on this aggregated level) and value 
creation modes are found as presented in figure 37.

Value creation modes

Skills focus

Operative
competence

Integration of 
customer 
operations

Vertical and 
horizontal 
network 

development

Supply chain 
management 

and integration

Operational ++ + - -

IT (+/-) +/- +/- +
Conceptual - - + ++

Figure 37: Value creation modes compared to skill focus on an aggregated level

Furthermore, as presented in figure 37, the standard service position mainly 
depends on operative competence and sharing resources, whereas the solution 
position build of vertical and horizontal network development and supply chain 
management and integration. Thus we find that the traditional logistics service 
providers and the network players are with their basic capabilities best suited for 
the standard service position.

If we turn our attention to the solution category, it is fair to state that it is 
problematic, as it requires capabilities within all of the three different skill focuses 
discussed. This is supported by results in Sink (1995), where basic service 
requirements, i.e. operational efficiency, are reported to represent a basic 
requirement level. Regarding the three waves of entry, we observe that none of 
them excel in all three skills sets that are required to create value for customers, 
i.e. operational, IT, and conceptual skills, and the corresponding assets, systems, 
and concepts. Both the traditional players and the network players have strong 
operational skills and sometimes good systems, but they generally lack conceptual 
skills, whereas the new entrants excel in conceptual and sometimes IT skills, but 
generally lack relevant operational skills.

Thus, in order to reach the solution position, the challenge for the traditional and 
network players is therefore to increase the general logistics knowledge level in
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their organizations. The new players problem primarily comes from a no
operations origin and thus suffer from a credibility gap, i.e. how to convince 
potential customers to use their services without possessing any assets. However, 
since it seems easier to acquire assets, given a strong position in concepts and 
systems, than to acquire concepts, given a strong position in assets and systems, 
the new players are on top. It is fair to argue that over time the new players are 
best positioned to play a substantial role in supply chain management and supply 
chain integration, as the dominating value creation mode of the solution position. 
Nevertheless in order for this to be effective in the TPL market the new players 
depend on abilities to subcontract or make alliances in order to acquire operational 
capabilities. Hence, with regard to the solution position, it is expect that companies 
in the third wave will become first tier providers and companies in the first and 
second waves will in many cases settle back as second tier providers.

Returning to the standard service position, the first and second wave of TPLPs 
have a better standing. The new players are based on knowledge intensive 
capabilities useful for complex and changing situations, whereas the standard 
service position is based on the opposite. Thus, the first and second wave of 
TPLPs are expected to become first tier providers in standard service, whereas the 
new players are not expected to participate in that segment as they won’t be 
competitive.
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9. Conclusions, Managerial 
Implications and Future 
Research

In this chapter the findings of this dissertation will be summarized and also 
discussed in terms of theoretical contribution and managerial implications. The 
chapter is concluded with a discussion about future research as perceived in the 
light of concluding this research effort.

9.1 Answers to the research questions

In this section I will shortly summarize the findings of this dissertation, based on 
the research issues in order and as specified in section 3.4.

9.1.1 Characteristics of the TPLPs

Conclusions regarding the basic descriptive variables can be found in Berglund 
(1997)74, however I will in the following highlight a few results regarding describing 
TPLPs that have a bearing on describing the TPLPs as a group.

Reviewing current industry trends as identified by TPLPs, a few overriding themes 
are evident. First, the global economy is still evolving towards more of a single 
market. The internationalization of manufacturing and trade companies changes 
their business structures and forces structural change in production, sourcing, and

74 See, Chapter 5 pp. 105 -  143.
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distribution systems. The manufacturing and trading companies are not just 
becoming more and more international, they are also looking for fewer suppliers. 
The clients both look for One-Stop-Shopping alternatives where they are able to 
access a large number of different functional support services form a single 
supplier as well as for companies able to manage complex logistics systems. The 
increased attentions of electronic applications in business and electronic 
commerce push logistics concepts forward as well as structural changes in 
production, sourcing, and distribution. Furthermore the market does not seem to 
be losing its drivers towards TPL services, which will keep the TPL set of actors 
evolving for the foreseeable future.

Even though the TPLPs all provide “full” logistics services and from the client’s 
point of view provide services that are processes, the TPLPs are organized in a 
more traditional manner, based on functional structures. It is clear that TPLPs are 
organized and work with separable activities, which serves as the logical way to 
organize the companies. In other words TPLPs are functionally organized into a 
set of processes based on different activities which can be regarded as their core 
competencies.

The results of this dissertation indicate that TPL will become a highly tiered 
industry as many of the TPLPs are subcontracting or are actively considering 
outsourcing more activities to lower tier service providers. Currently it is mainly 
transportation that is subcontracted. For the foreseeable future, the results indicate 
that the degree of transportation subcontracting will be further increased. 
Warehousing as the second major component of logistics will be subcontracted to 
a much higher degree than the current low proportion. Value adding services will 
also be subcontracted to a higher degree, as described in section 6.1.4.

Transportation and warehousing activities constitute the dominant part of TPL 
relations, as being the base for logistics. Consequently, it is the traditional 
functional activities, e.g. transportation and warehousing, that still dominate the 
thinking of the logistics providers, even though they provide processes as the 
clients perceive it. Lately, information and value-added activities occur to an 
increased extent in the TPLP service offerings, but the turnover of these types of 
service is still very low compared to the industry total. Service components such as 
emergency deliveries, packaging, repackaging, labeling, pricing, postponement, 
order, information processing, are regarded as newer additions to the TPLPs 
service portfolios compared to basic transportation and warehousing activities and 
consequently occur in smaller amounts. Emerging services are gaining ground in
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the market and include cross-docking, merge-in transit, allocation-in transit, call 
centers, and e-commerce applications.

The TPLPs are generally quite focused on a limited number of client industries as 
well as on a limited part of their clients supply chains. The TPLPs set of client 
industries tend to be the same throughout the TPL cluster. The most frequently 
quoted industries (or group of industries) are the automotive and retail/FMCG (Fast 
moving consumer goods). It is not a surprise75 that it is downstream or distribution
like activities in terms of parts of clients’ supply chains that represent the bulk of 
TPLP sales.

9.1.2 Description of the TPLP

By comparing empirically found description variables with older models and 
existing positioning literature, a set of variables suitable for describing TPLPs was 
developed as presented in figure 22 of section 6.2.4. In describing the TPLPs two 
different perspectives are important - the internal perspective and the served 
market perspective.

The served market component of describing the TPLPs uses similar variables and 
logic as those theories categorized as product directed positioning, and aims at 
describing the TPLPs from the observer’s perspective. The variables found to be 
most useful in describing the TPLPs from the served market perspective are:

^ geographic scope,

xs client industries,

^ parts of clients’ supply chains,

^ range of included activities, and

/,. differentiation variables76.

The internal perspective was found to be of major interest as we for instance find 
differences in the increasing use of subcontractors, which may be a result of 
different strategies. This component aims at describing the TPLPs in terms of their 
own production process, including links to sub-contractors which is useful in 
discussing a particular provider’s role in the TPL cluster or in the larger logistics 
and transportation sector. From a theoretical point of view the internal perspective

75 Distribution is the most frequently occurring TPL application in the literature.

76 E.g. variables such as performance in relation to cost, service levels, and quality of services.
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connects to theories such as firm boundary directed positioning and strategic core. 
The variables found to be most useful in describing the TPLPs from the internal 

perspective are:

/,. range of included activities (shared with the served market 
perspective),

vertical integration, and

^ providing standard services or developing solution.

A graphical representation of the variables found to be most useful in describing 
the TPLPs, can be fond in section 6.2.4 figure 22.

9.1.3 The benefits sought by TPL buyers

Shippers’ benefits or expectations of TPL, as reported by the contemporary 
logistics literature, can be expressed in a multitude of ways based on the 
particulars of the specific shippers. However a first step for classifying the different 
requests for value gain is to consider the following categories: operational benefits, 
economic financial benefits, managerial benefits, and strategic benefits as these 
represent generically different reasons to approach outsourcing. The second step 
is to consider the effects of creating TPL relationships, which have been described 
in Andersson (1995 and 1997), and is further supported by this dissertation.

In addition to others findings this dissertation also considers the effects resulting 
from enabling, i.e. the shipper’s possibility to achieve major value gain in other 
areas of their operations as a result of outsourcing. Furthermore, transition, i.e. 
changing from one logistics structure to another, was found to be an possible 
benefit from TPLPs activities sought by TPL buyers. Thus, the benefits sought by 
TPL buyers in terms of effects can be categorized as the following:

/,. transition

/,. cost

^ service

^ flexibility

control, and 

^ enabling
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The main connections between benefits according to the first step of 
categorization and benefits in terms of effects can be found in section 7.2 figure 
25.

9.1.4 The modes of value creation available for TPLPs

The reason for TPLPs to exist is to create value for their clients and preferably 
according to their specific needs. The services offered are in a general sense quite 
similar i.e. basically a set of coordinated transport and warehousing activities, but 
the individual client’s reasons to outsource and the expected effects are different. 
Thus these generally similar services must differ in terms of value delivery, which 
makes the modes of creating value in providing these services an important aspect 
for TPLPs. The different modes which TPLPs may work with place different 
demands in terms of focus and skill requirements and is thus a way for TPLPs to 
discuss their own production processes in relation to the value needs of their 
clients. Consequently the different modes use different underlying value creating 
factors (the drivers in figure 27 such as factor costs, learning, and economies of 
scale & scope, etc) or achieve the factors differently. In section 7.3.2 providers’ 
modes to create value are discussed and summarized in figure 28. In short the 
different modes can be categorized according to whether they represent a 
continuous value creation or not i.e. transition management. Furthermore, is it 
important to differentiate between whether it is the shipper or the provider who 
generates the main value addition of the TPL relation i.e. if it is primarily enabling 
or not. The most interesting modes for the TPLPs own development are those that 
are continuous and represent the main value addition of relationships resulting 
from providers’ activities. The generically different value creating modes of the 
providers are:

^ operational efficiency,

^ integration of customer operations,

^ vertical or horizontal network development, and

^ supply chain management and integration and change management

The basic mode for TPL-providers to add value is to focus on improving the 
operational processes that create the offered service. Through achieving 
operational efficiency at a higher level than others and thus providing a better 
performance/cost ratio, value for clients is delivered. TPL-providers can also add 
value by sharing resources between customers, which requires integration of
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customer operations, for example by running a warehouse for several customers 
which increase economies of scale.

Furthermore, similarly to shippers creating value by outsourcing their logistics 
activities to service providers, the TPL providers can use similar strategies. By 
subcontracting some of their activities to second or third tier providers or by joining 
forces with similar, but complimentary, providers, additional value gain can be 
achieved. Thus, vertical and horizontal network development, i.e. the development 
of a network of service providers, each carrying out the activities that they are best 
at, is a possible mode for TPLP value creation. Value creation is in this mode 
primarily achieved by utilizing effects of specialization as well as increased scale.

The fourth mode for creating value for customers is to use conceptual logistics 
skills to improve customers’ supply chains. Supply chain management, supply 
chain integration or optimization, and change management are the common terms 
to describe such activities which aim to improve the client’s business processes, in 
accordance with the clients’ business objectives.

9.1.5 The connection between modes and benefits

The main connections between the effects of TPL according to shippers’ requests 
and providers’ value creating modes are discussed in section 7.4 and presented in 
figure 29. It should be noted that the presented value system as a whole is to be 
considered as a conceptual construct, as the presented connections between the 
modes and the value effects have not been empirically tested in this dissertation. 
The system is nevertheless an important result of the dissertation as it is a first 
step in understanding how the client’s need connects to the provider’s different 
modes for creating value. The model is interesting as it lists and differentiate 
between different kinds of value creation modes of the providers. These value 
creation modes are then connected to the value effects in the TPL clients 
operations. By these connections both shippers and TPLPs can assess the fit 
between provided services and required effects.
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Figure 38: The TPL value creation system -  a graphical representation of main 
connections.

9.1.6 Positioning dimensions in the strategic TPL cluster

The TPL providers are considered to be in an emerging phase in terms of industry 
development. However the TPL industry will sooner or later reach a more mature 
situation which calls for a more conscious positioning of the companies. According 
to Porter (1996) those companies that have well defined positions and organize 
their activities in a way are best suitable to face competition, once it gets harder. 
The formation of positions or segments is regarded as a development step of an 
industry’s evolution. It is thus of major importance to investigate whether the TPL 
industry can be strategically segmented into different positions or strategic groups, 
and if the TPLPs have started to position themselves.
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In this study strong indications were found that suggest that the TPLPs are taking 
different positions along two dimensions. Providers that offer a specific 
standardized service77 ( standard service) versus providers that cover a complete 
range of services and offer their customers logistics solutions (solution), was thus 
suggested as both a description variable as well as constituting different positions 
along a strategic dimension called operational vs. conceptual focus.

Furthermore, by using the same methodology the second dimension was 
empirically indicated as resulting in differently positioned providers. By categorizing 
providers according to those that carry out basic logistics versus value-added 
logistics, differences in other variables are strongly indicated. The basic logistics 
category represents those TPLPs that provides integrated services consisting of 
only traditional transportation and warehousing activities. Value-added logistics are 
providers that offer additional activities on top of the traditional transportation and 
warehousing activities. This strategic dimension which yields different positions is 
called range of activities.

Correspondingly, both dimensions are proposed as important for positioning in the 
TPL industry, as they are shown to imply strategic differentiation. Furthermore the 
proposed positions along the dimensions are those for which this study has found 
empirical support. The dimensions are however contingency variables, which at 
leased in theory imply that several positions along the dimension could exist. The 
operational vs. conceptual focus dimension is considered as most important, due 
to the stronger indication or support of strategic differentiation in empirical data. 
Some indications on correlation between the two dimensions have also been 
found, which questions the use of both as a strategic model.

9.1.7 Strategic positions in the TPL cluster and their value 
creation modes

As discussed in section 8.3 the connection between value creation modes and 
strategic positions is mainly about focusing activities and thus reaching for different 
forms of value. The standard service category of TPLPs is mainly built on the 
ability to create standardized service offerings and finding a number of clients 
suitable for approximately the same service. The solution category at the other end

77 Not that the standard service according to the definitions of this dissertation concerns process oriented 
logistics services and not functional single activity types of service.
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needs variation and complexity in order to be competitive and is thus based on its 
abilities to create logistic solutions.

Standard Service Solution

Figure 39: Dominating connections between value creation modes and the two main 
positions of the operational vs. conceptual focus dimension.

In terms of skills and core competencies we find that operations are the main issue 
for standard service providers whereas the solution providers must focus on 
conceptual abilities.

9.2 Conclusions and Contributions

The purpose of this dissertation -  to explain strategic positions of the emerging 
TPLPs -  have been reached in forms of models and hypothesizes and under the 
stated delimitation’s. It should be noted that the used research design only can be 
seen as theory generating, and that further empirical testing is necessary. In this 
section I will first summarize the findings in conclusions in explaining the strategic 
positions of TPLPs. The section is finalized with a discussion about what the study 
contributes with academically.
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9.2.1 Conclusions

As indicated by the literature available at the outset of this research project the 
TPL industry is not yet mature enough to be clearly divided into established 
positions. The industry is considered to be in a phase of growth and development, 
which makes strategic positions less vital for the current success of the TPLPs. 
The study shows that the TPLPs development is mainly client driven, which 
naturally comes from a need to meet the demands and opportunities of the 
market. If the providers’ main reasons for moving in certain directions are client 
driven, it is likely that many providers make the same strategic choices. This leads 
to a race for similar positions on the TPL market, with increasing competition. From 
a strategic positioning perspective TPLPs need to be aware of this potential 
problem and take measures to either aim for a viable position outside the 
mainstream or make sure that they are particularly strong for meeting the 
mainstream competition.

However, even if no clearly established positions exist in the TPL industry strong 
indications on an emerging strategic differentiation have been shown by this study. 
Two strategic dimensions have empirically support for describing different 
strategies in the TPL industry, i.e. range of TPLP activities and operational vs. 
conceptual focus. Nevertheless I choose to only promote operational vs. 
conceptual focus for the proposed position model, since the two dimensions are 
somewhat correlated.

The position model based on the operational vs. conceptual focus dimension is 
admittedly kept at a quite general level, which is a consequence of the status of 
industry maturity, it is in the beginning of the segmentation phase. The operational 
vs. conceptual focus dimension have two main positions, standard service and 
solution, as indicated by the empirical support in this dissertation which then build 
the main components of the position model. The different positions are based on 
different logic in creating value and thus different client characteristics. The 
standard service position base value creation on the operational efficiency and 
integration of customer operations modes of value creation. In terms of skills and 
core competencies operations in logistics activities are the main concern for this 
kind of TPLPs.

Solution positioned providers on the other hand base their value creation on 
conceptual abilities and an extensive use of subcontractors, i.e. the vertical or 
horizontal network development and supply chain management and integration 
modes of value creation.
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In terms of the value effects for clients of the different positions’, is the hypothesis 
that standard service providers primarily yield and service effects whereas the 
solution providers mainly generates service and flexibility effects. The other 
proposed value effects for TPL buyers, i.e. transition, control, and enabling, are not 
connected to any particular kind of TPLPs as they are not a result of the ongoing 
TPL operations, i.e. the core value creation modes of the providers (see, figure 
27).

9.2.2 Contributions

The ambition of this dissertation has primarily been to contribute to the theoretical 
development within the logistics community, as discussed in section 5.2, which has 
been achieved by borrowing theories from other disciplines. In this dissertation the 
use of existing theories in an applied manner has been a conscious 
methodological approach in resolving the task of explaining strategic positions. It is 
thus fair to state that very little contribution to new theory for the general academic 
audience can be accounted for other than adding a new area of application. The 
introduction of certain theories into the logistics literature represents nevertheless 
an important contribution to this particular area of study.

However, for the general audience the dissertation may have at least two 
interesting contributions of theoretical relevance, as I see it. First the discussion 
and development of the concepts relieving an enabling as different forms of value 
creation by services and even products in section 4.1 is a novel contribution, as it 
represent a new interpretation which is easier to measure. The same can be said 
about the review of positioning theories as presented in section 4.2. The review is 
an extension of older reviews and makes a contribution as it is more 
comprehensive and includes additional aspects on positioning compared to the 
reviews as found in the literature.

This dissertation makes its most important mark by contributing to the theories of 
the logistics community, and especially for those interested in TPLPs. It contributes 
to the understanding of the TPLP’s situation, which is important for most actors in 
the logistics community.

The dissertation makes a general contribution by addressing a set of actors, the 
providers, that have largely been ignored by the TPL research until recent years. It 
provides a set of definitions, taxonomies and models of theoretical importance for 
logistics academics, notably;
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^ the TPL terminology development of section 1.5,

^ the descriptive model of section 6.2,

^ the value system of Chapter 7, and 

^ the position model of Chapter 8.

The terminology of section 1.5 exists as a contribution by its own virtue, and not 
only as a step towards resolving the more important questions raised in this 
dissertation. The terminology should be treated as a statement based on logical 
deduction in order to create some form of logic among the multitude of terms and 
versions of them that currently is in use as names for the issues studied.

The descriptive model of section 6.2 makes a theoretical contribution to the 
logistics community as it is an empirical and theoretical adaptation made to be 
appropriate for describing TPLPs. The model is based on the most useful variables 
found to describe relevant differences between TPLPs.

The value system is a very important model as it in different ways can be used as 
a tool, even though it in some parts is a conceptual construct. Being a tool it 
represents an original contribution as it attempts to connect the perspectives of 
both the providers and the shippers. The different modes of value creation are 
connected to the main value effects the shipper demand. Using such a tool, a 
shipper’s choice of appropriate providers can be much more structured than today 
as required effects can be translated into value creation focus and related skill 
requirements. It is also possible for the providers to use the model in assessing 
potential clients. A better fit between providers and shippers will not only increase 
the value created, but also provide the basis for deeper and longer alliances.

From an industry perspective the value system can be used to better understand 
the relations between developments on the two sides of the business and is thus 
useful for industry observers, as well as the research community.

The position model, which is empirically supported, as well as theoretically 
founded, is yet another original contribution to TPL research as It presents 
dimensions on which TPLPs can base their strategies. Connecting the position 
model with the value creation system and the taxonomy leads to further benefits 
as the connections between strategic positions, organization and skills can be 
more fruitfully analyzed.
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9.3 Managerial Implications

The conclusions of this dissertation have implications for its primary beneficiaries, 
i.e. the managers in TPL organizations and the buyers of TPL services, who will be 
the main concern for this discussion. However, there is also a set of actors that are 
of secondary concern of this study who benefit from the presented results, e.g. 
second and lower tier providers, and management and logistics consultants who 
all cooperate or compete with TPLPs.

This dissertation shows some not previously considered industry trends that are of 
major importance for TPLPs, e.g.:

/a Continuous growth for a foreseeable future

^ Emerging strategic differentiation in the TPL industry

^ Similar and client driven development patterns

^ Increased degree of tiering of the industry.

The TPL business continues to grow and will do so for the foreseeable future 
according to the findings of this dissertation. This has effects for the primary actors 
of the TPL phenomenon, i.e. the buyers and providers, as well as those 
companies connected to the primary actors. For the primary actors the continued 
growth leads to a conclusion that the market is expanding which leads to more 
business opportunities. As the market is expanding with new clients there is still a 
flow of new providers, however at the moment the demand seems to exceed the 
supply. For the providers the expanding market is basically an opportunity and not 
a problem at this point in time. For the buyer the entering providers result in more 
potential TPL suppliers, which may lead to a better fit or lower costs due to 
competition.

If we look at Porter’s five competitive forces78, which is a model primarily for well- 
established industries and thus a bit uncertain to use in this case, competition can 
be found in all five dimensions. The current cluster of TPL providers have mainly 
emerged from the supplier dimension, second tier suppliers. We also find a few 
current TPLPs that have come from the buyers dimension. As the TPL industry still 
is emerging and in fact can be seen as a type of actor that has taken a role in- 
between existing actors on the market, it is more interesting to regard how TPL

78 Potential entrants, buyers, substitutes, suppliers and industry competitors; Porter (1980) p.4.

155



affects the other actors according to Porter’s model, which will be done in the 
following text.

Even though the industry is evolving and thus has no fixed set of rules or designs 
that prescribes strategic behavior, the emerging strategic differentiation is an 
indication of development towards a mature situation. The findings show that 
strategic groups in the TPL industry that follow different strategies along the 
indicated strategic dimensions are emerging. It should be noted that the strategic 
dimensions and the position model are on a rather general level, which is due to 
the emerging character of the industry. Companies that look different in detail, 
while sharing the same general strategy can thus occupy the proposed positions.

In contrast to this indicated strategic differentiation is the finding that the TPLPs on 
a general level, act quite similarly, i.e. in terms of service offerings and proposed 
development. If this is combined with the TPLPs tendency to focus on similar 
clients, which in reality may be a result of demand concentration, a potential 
problem is evident for the actors of the TPL industry, as it will create a harder 
competitive climate. If this tendency is compared with the manner of how TPLPs 
try to acquire new business, as well, the risk becomes rather obvious from a 
strategic positioning perspective. The rivalry among existing firms, which is the 
industry competitor’s dimension in Porters model, seems thus to be unnecessarily 
harsh due to the provider’s own actions.

Strategic positioning is about being different in a manner that attracts clients, which 
calls for differentiation of products and company profiles. If strategic positioning is 
used in a conscious and outspoken manner the industry ought to be populated by 
clearly separable actors or at least sets of actors. This is not the case today, even 
if a few particular providers are exemptions, as the bulk of providers are very close 
in terms of offerings and performance as the industry is still emerging. The service 
offerings on the market are largely communicated in quite general terms aimed at 
attracting a wide variety of potential clients. In practice the TPLPs even have 
problems in communicating the differences between logistics offerings and the 
traditional functional support in logistics, e.g. transportation and warehousing, 
which makes positioning in terms of differences between logistics offerings a 
secondary problem. However, as a strategic differentiation has been indicated by 
this dissertation, the managers of TPLPs must recognize the increasing need for 
positioning within the industry, i.e. the industry is moving towards a setting where a 
certain amount of structure becomes visible and thus needs to be accounted for in 
strategic planning. Positioning must be based on the tangible features of the 
TPLP’s offerings as well as of company profiles. The TPLPs need to be able to
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communicate answers to the questions. What do we do? By what means? For 
whom? and With what results?, in order to enable the actors of the environment to 
draw accurate conclusions. It may also be beneficiary to find and focus client 
characteristics that are not well served at the moment such as small and medium 
sized enterprises or logistics concepts that are focused on and thus less provided 
for.

The strategic differentiation connects to different focuses in terms of value creating 
modes of the providers, which in turn results in different value effects in the clients’ 
processes.

The results also show that the providers are turning towards either standardized 
operations or solution development when positioning their companies. I do not side 
or think that one of the alternatives is better than the other in terms of creating 
long-term competitive advantage. However, it is my firm belief that the strategic 
positions, proposed by this dissertation, are mutually exclusive due to conflicting 
skills and resource requirements. Furthermore the choice of positions must be 
accompanied by adaptation of the companies’ organizations and skill development 
if the choice is to be made to an effective strategy. In this dissertation, I propose a 
position model based on three different positions along a strategic dimension 
which is called operational vs. conceptual focus as presented in figure 40.

The position model is based on two main positions: focused standard service and 
innovative solution services, and can be extended with multiple standard services 
as a hybrid in-between. Looking at the skill requirements, as discussed in section 
8.3, important differences are likely. This is particularly obvious if we consider the 
fact that the volume drives the possibility to operate logistics services economically 
due to economies of scale.

Operational vs. Conceptual focus

Focused Standard 

Service
Multiple Standard 

Services
Innovative Solution |

Services

Integrated
Services A  lim ite d  n u m b e r  o f  

s ta n d a r d iz e d  s e rv ic e s ,  

n o rm a lIv  b a s e d  on

A  n u m b e r  o f s ta n d a r d  

s e r v ic e s ,  n o r m a lly  b a s e d  

o n  c lie n t  in d u s trv
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Figure 40: The proposed position model for TPLPs.
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Standard service providers need to create services, which can be utilized by a 
large number of clients. In order to develop the standardized service a large 
portion of the required production resources will be internal. Solution providers, on 
the other hand, will not have the possibility to reach enough volume in the 
particular solutions they develop as they go for the clients with complex needs. In 
order to generate value for clients with complex needs, the solution providers have 
to commit large resources to acquiring, developing and retaining conceptual 
logistics skills. With conceptual skills I mean abilities to analyze each clients’ 
situation and to develop a suitable logistics solution. It is unlikely that a single 
organization will be able to focus on both conceptual abilities and the strong 
operational focus, which is required when focusing on standardization. However, 
we find that a number of actors in the TPL industry are trying to develop a set of 
fairly standardized services which represent a hybrid form of TPLP.

We find that operational efficiency is important for all kinds of TPLPs, which only 
can be generated through good operational skills and appropriate volumes. This is 
a consequence of the major importance shipper put on cost aspects when 
evaluating potential logistics suppliers. This makes subcontracting skills important 
for the solution providers, which then use the volumes of subcontractors in order to 
generate operational efficiency. Thus solution providers, who do not focus on 
operational skills internally, are able to provide operational efficiency by using skills 
in service acquisition and suppler development. As the solution provider’s client 
base will consist of a set of complex requirements it is unlikely that the used 
subcontractors can be limited to a small number of operations. Considering the 
hybrid form it is possible to envision TPLPs that work with both logistics services 
and functional support in logistics activities if modularized structures can be 
created. This is only likely if the TPLP is large enough to contain different forms of 
organizations. A modularized structure would allow an organization to keep 
differences in skill focus, which also very likely leads to other kinds of differences 
such as incentive structures and other social aspects. The modularized hybrid form 
of TPLPs would be able to keep functional support activities in-house as long as 
the different modules carry their own costs and thus justify different organizations 
within the same unit. It would also be necessary to have internal buyer-seller 
relations and permit TPL modules to source required service components 
externally, if appropriate, in order to achieve effective combinations based on client 
requirements.

If the different waves of entrance into the TPL industry is considered in relation to 
the proposed position model interesting implications can be drawn. We find that
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the traditional TPL providers, i.e. those originating in transportation, warehousing, 
forwarding, as well as the express based providers are more likely to take a 
standard service position. Whereas the new entrants such as management 
consultants, IT and Financial companies are more likely to take solution roles. This 
conclusion is logical considering the skills and resources these companies 
originally have. Furthermore, is it probably harder to gain conceptual abilities from 
a strong operational basis than it is to acquire operational skills when having the 
conceptual knowledge.

From the TPL buyer perspective, the conclusions and tools of this dissertation can 
make the search for appropriate providers more structured. The presented findings 
question many TPL buyers’ belief in fast and simple outsourcing decisions, as the 
factors to consider are many. Furthermore, it is helpful to discuss value 
requirements in terms of preferred value creation modes and preferred provider 
positions. The proposed position model can be used to focus outsourcing projects. 
In comparing different providers the tools can be used for description and 
positioning and can enable early exclusion of certain groups of actors based on 
limited but important information which make the effort less resource consuming. 
As the model can be used as a tool for exclusion of unsuitable providers it is 
possible to spend more resources on finding potential providers or analyzing 
internal requirements, i.e. wider considerations can be made in outsourcing 
projects without exceeding current budget levels. It is thus like that other possible 
alternatives for getting logistics services more frequently can be including, than the 
well known providers of today, which will increase the market efficiency.

The secondary actors of concern for this dissertation, i.e. suppliers, management 
consultants etc. are influenced by the finding of this dissertation as well. Both 
suppliers and consultants relate to TPLPs in a number of ways, as part of the 
environment. These companies are potential competitors to TPLPs as they in 
certain cases can provide the same services. They are also likely as new industry 
participants as they have skills, resources, and capabilities that are useful in the 
industry. As has been discussed in the dissertation, these companies are more 
likely to take certain positions, if entering the TPL industry, as well as they currently 
compete with certain parts of the TPLP’s offerings. The models of the dissertation 
are however useful for these companies’ situations as well as they reach into the 
issues they need to consider. Management consultants need to be able to analyze 
the TPL business if operation in outsourcing assignments for either providers or 
shippers. The supplier may need to consider which TPLPs to work with as 
ambitions can conflict. The models can be adapted to also serve second or lower
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tiers of service providers. I propose that standard service providers will to a higher 
degree than the solution ones keep or develop internal operations, which will be in 
direct competition with the lower tier suppliers. Solution providers, on the other 
hand, need to acquire skills that position them in competition with logistics and 
management consultants.

It has been shown that the TPLPs intend to increase the use of subcontractors to 
also include warehousing and value-adding activities. For the suppliers to the 
TPLPs this can naturally be considered as an opportunity for more business. 
Furthermore, as the TPLPs extend their operations to larger geographic coverage 
opportunities for similar networks with supporting activities in warehousing and 
value adding activities may arise, as the TPLPs in accordance with general 
business trends will prefer a limited number of subcontractors. Thus we might find 
networks of warehousing and value adding based second tier providers, much like 
we have transportation networks today. Furthermore, will the growth in TPL affect 
the lower tier providers of logistics activities as the TPLPs increasing size increase 
power. Thus, from the supplier perspective the growth of TPL leads to an 
important buyer group that in time is likely to be more influential that most shippers 
of today in affecting the supply of logistics operations.

9.4 Reflections and future research

In this section will I look forwards to what ought to be done in future research.

The TPL phenomenon is an evolving matter and is thus bound to change in 
character during the years to come. This change is however believed to occur 
along the lines of development as described in this dissertation. This may however 
take another turn if the development of the driving forces of both shippers and 
providers deviate from the current trends. Thus, both the buyers and providers of 
TPL services need to be further monitored in order to continuously understand the 
TPL phenomenon. Furthermore, this study has not focused on a particular region, 
other than primarily using European data, regional diversities may be of major 
interest in understanding the development of the TPL phenomenon.

Of particular interest are the current trends in mergers and acquisitions activities 
and the development of e-commerce based clients as it may change the 
development pattern of TPL services. Economies of scale in transportation
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networks and ambitions to cover larger geographic areas have mainly triggered 
mergers and acquisitions by forwarders and different transportation operators. The 
increase of geographic coverage will naturally affect logistics contracts as well as 
the logistics providers since they then gain the ability to serve a large area with the 
same system (their own or subcontracted). If this changes the TPL phenomenon in 
a general way, i.e. even for those shippers that have limited geographic needs or 
prefer to use more than one TPLP, is yet to be shown.

The rise of e-commerce based businesses is also most likely to change the drivers 
of the TPL industry. Two obvious effects have been observed that it affect the 
demands of services in different ways. First e-commence is growing into an 
important market channel and procurement mode for existing trading and 
manufacturing companies who then need to restructure their logistics in 
accordance with this new channel. Furthermore e-commerce has generated a new 
set of potential TPL buyers, e-commerce start-ups or even e-failures, who do not 
have an existing logistics solution or any particular logistics knowledge.

How these trends will affect the demand for TPL services as well as the providers’ 
own process is important to study in order to understand imminent developments. 
It could be so that we will only have two types of major companies in the future 
logistics industry. TPLPs for complex offerings and internet79 based intermediaries 
for standard and functional support services.

The demand for Supply chain design and integration capabilities is a matter of 
great importance, as it represents an important value creating mode for the 
providers as proposed by this dissertation. Are these types of service requested by 
the clients? and if so, what are the most important activities from the client’s point 
of view? TPL providers are in general focusing a lot of their effort on promoting the 
concepts of supply chain management and integration. But is this just another 
concept that will shortly fade in importance under the next wave of management 
concepts? This issue must be closely connected to the issue of what activities 
clients want to subcontract or outsource in the future. How far is the producing 
companies willing to go down the road of outsourcing? This is of course a much 
larger question than just one of subcontracting logistics. Is the business community 
at large moving towards the vision of virtual companies, or not? Will the “one-stop- 
shopping” trend with lead providers etc. fade through the emergence of net-based 
brokers using state of the art information and communication solutions?

79 Or equivalent technology.
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In this study I have only attempted to explain positions in the TPL industry and not 
the wider question to explain positioning. The dynamics of the TPL provider’s 
situation have not been considered to any greater extent beyond changes in the 
variables measured in this dissertation. By considering positioning, and especially 
in an emerging industry, dynamics becomes highly relevant. What causes change 
in the TPL cluster of providers and in the individual providers? What are the effects 
of changes, etc? The TPL phenomenon is still evolving and the TPL market is not 
yet mature, which makes dynamics studies very interesting. I have in this 
dissertation not considered dynamic positioning theories (e.g. McKenna, 1985 and 
D’Aveni, 1995) as a broader frame of reference would have been too much within 
the limitations of a dissertation. Furthermore, as I found that the basics of 
considering TPLP strategy was not established just focusing on only dynamic 
consideration was considered as less interesting for the time being. However a 
more dynamic approach on TPL industry development add additional information 
regarding the TPLPs situation and is thus an issue to consider in further studies. 
Furthermore, could additional understanding regarding the evolution of the logistics 
industry be developed by studying other industries of similar character. It would for 
instance be of major interest to compare TPL development with the electronics 
and the automotive industries as the also go towards highly tierd structures.

Another area that has not been considered explicitly is relationships. This 
dissertation indicates that a new breed of TPL provider will affect the cluster of 
TPL providers greatly in the years to come. This new breed of competitor is 
believed to come from the IT, consulting, and capital industries. In this dissertation 
these companies are hypothesized to play an active role on the market, which 
naturally might not be the case in the end. However, these types of company must 
be regarded as highly influential even if they don’t take on all the roles of the TPL 
providers. For TPLPs it is increasingly important to find productive ways to deal 
with these types of company’s. Are partnerships or alliances an alternative?, or 
should these companies be kept at arm’s length? In general what kinds of 
relationship exist today ?

Furthermore, this issue reaches down to how the subcontractors to the TPLPs 
should be managed. It is shown that the TPL phenomenon will result in a highly 
tiered structure on the provider side as the degree of subcontracting will increase. 
Thus relationship related issues will be an increasingly important matter for TPLPs, 
and hence justified further studies on, for instance, when and how to manage 
subcontractors in different TPL settings.
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Furthermore, TPL research has primarily focused its attention on individual 
companies’ considerations, either from a shipper or a provider perspective. But the 
growth or emergence of these new types of logistics company might be having an 
effect on a macro level as well. Is the development of increasingly strong TPL 
providers’ positive or negative from the community’s or regulator’s point of view? 
Will TPLPs accelerate or dampening the advancement of logistics best practice? 
Will they advance the laggads? and / or speed up innovators? What will the effects 
of further subcontracting be on the community at large? Are there any 
environmental considerations that have to be dealt with? Will the TPLPs affect the 
use of environment friendly multimodal transports? Will TPLPs increase freight 
consolidation, reduce empty transport, etc. and thus increase the overall capacity 
utilization levels?

The results presented in this dissertation are in some cases observations, 
hypotheses, or conceptual constructs based on interactions between empirical 
indications and existing theory flavored by logical deduction on my part. 
Consequently, these need to be further studied and preferably empirically tested.

It is even more important to empirically investigate and test the connections 
between the proposed value creation modes and the actual value demands, as the 
model as of now is a conceptual construct which has only in parts been empirically 
observed and validated. The TPLP description model could be further improved by 
empirically investigating in detail what kinds of differentiation variables are most 
useful for description as well as for analyzing differences among providers on the 
market.

Regarding the strategic position model, the demand for measuring the intangible 
place, i.e. observers perceptions, may be relaxed if the right tangible features are 
measured. This approximation was used in this dissertation as no information on 
the TPL buyer’s perception of the TPLPs was available. The assumption used is 
justified if the actors of the environment are at least intentionally rational and in the 
course of time base their perspectives (the intangible place) on tangible features in 
spite of promotional activities. However, perception are affected by a lot of 
influences whereof the providers actual features and actions are only one 
component. If the study had been designed in a way which included both shippers 
and providers in the same effort this kind of questions could have been studied.

It is also likely that the way to empirically test the value system model is to study a 
sufficient number of TPLPs providers along with a sufficient number of their clients. 
Judging from the efforts required for the collecting of data used in this study, this
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will not be a simple task. It must be recognized that the required information often 
is considered sensitive and hard to measure by questionnaires. This might thus be 
more simply achieved by a number of case studies, which naturally will not 
empirically ground the hypothesis with statistically significant amount of 
observations. Case studies may however further improve the hypotheses 
regarding the linkages between value creation modes and clients value effects.
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A1 Additional Information

In this appendix have additional information useful for supporting certain points 

in the dissertation that requires more than a reference but add little to the main 

text as such. This appendix is organized according to where the main use of the 

particular information is in the main text of this volume.

A. 1.1 Short review on historical development of 
TPLPs

The historical evolution of ASG, now a part of the Deutche Post group of 

logistics related companies through Danzas, shows traditional patterns of 

evolution. Some general trends emerge as characteristic of the 1900s from 

reviewing historical evolution. As evident from ASG ABs milestones presented 

in table A1.1. we find internalization, alliances, mergers & acquisitions, the 

introduction of information technology, and the increase & co-ordination of the 

service range as the most important.

I



Table A1.1. The Milestones ofASG. Source: Developed from ASG (1997) 
ASG (1985) and discussions with managers ofASG Logistics

Year Event, Milestone
1935 AB Svenska Godsbilscentraler is founded.
1946 ASG starts international road transport from Sweden to the Continent.
1949 ASG starts to forward freight.
1959 Swedish State Railway (SJ) acquire all shares in ASG.
1967 ASG-affiliated hauliers acquire shares in ASG through AB 

T ransportforvaltningen.
1974 ASG AB organize a unit "Logistics department" under the "development 

division". It starts working with central warehousing assignments for Bosch, 
Duni & Finess, and Volvo BM

1980 A purpose-built in-house developed WMS system (LAS) was implemented
1983 EDI-transmission of order and order confirmation was started with the first 

customer, AEG Central warehouse.
1982 Warehousing & transport related to warehousing: Revenue MSEK.
1990 ASG shares are listed on the Stockholm Stock Exchange.
1991 ASG enters into the agreement with Ford Motor Co with a revenue of 70MSEK
1991 ASG invests in client/server software (“Panscan”) as part of Ford development
1992 ASG enters alliance with Danzas, a Swiss transport company.
1994 Business operations are established in Russia and the Baltic States.
1995 ASG Logistics AB was formed. By that was the traditional warehousing 

services separated, stayed within ASG Sweden AB. ASG Logistics started with 
the existing Third-party logistics contracts as it’s base, which amount to 
approximately 450 MSEK. “This was made in order to strengthen ASG leading 
position in TPL and to ensure a objective, neutral development of such 
partnerships with clients.”

1995 Cooperation with Danzas is discontinued.
1995 Merger of international road transport operations
1995 Acquisition of Frigoscandia

1996 Logistics business becomes profitable (12MSEK)
1996 ASG divest Frigoscandia Equipment
1996 ASG is organized in business areas: Frigoscandia, Logistics, Domestic & 

Parcel, European Road Transport, A ir & Sea and Specialist Companies.
1997 Logistics is awarded a logistics contract for Ford in Thailand.
1997 ASG divests Frigoscandia
1997 AB Custos becomes principal owner of ASG
1998 Redemption of 4.1 million ASG shares, corresponding to SEK 1.2 billion.
1998 Acquisition of air and sea operations in Asia, ASG (H.K.) Ltd.
1998 ASG and Citymail established a jointly owned company, ASG Direct AB, for 

parcel deliveries to private homes.
1998 A new ASG developed IT-system L 2000 was implemented as one total 

network with client-server and local networks. This represents an investment of 
about 25 MSEK:

1999 Thailand operations grown to 15,000 m2, 60 employees and 20 MSEK revenue
1999 ASG Logistics acquires OVD Logistikk, Norway -  the leading TPL with a 

revenue of 120MSEK
1999 The Board of ASG support Deutsche Post and Danzas purchase of ASG.



The customs originating global forwarding & logistics company Fritz 

Companies, Inc. show the kind of pattern as ASG. However, it is important to 

notice that logistics have not been formed as a separate unit within the Fritz 

organization of yet.

Table A 1.2: The Milestones of Fritz Companies, Inc. 
Source: Fritz Companies, Inc. 1999

Year Step iti development
1933 Arthur j. Fritz founded a Customs Brokerage business in San Francisco
1937 Ocean Freight Forwarding services was established
1948 Domestic Air Freight services established
1954 Insurance Brokerage and Duty Drawback added to Fritz services portfolio
1963 Materials Management and Domestic Distribution services began
1968 Fritz information services established
1972 First company owned offices outside the U.S. with Asia consolidation and non

vessel operating common carrier (nvocc) services established
1975 Consulting, Legal and Value-added services offered to clients
1980 On-line database created for U.S. network
1985 Asian headquarters established in Hong Kong, China. On-line database 

extended to international network
1986 Solidified dedicated agent network with placement of expatriates overseas to 

create global presence beginning with Milan, Italy
1993 Global network continues to mature through acquisitions of existing agent 

offices in Asia and Europe
1995 Acquisition of International Air Freight Forwarder leads to Fritz becoming one of 

the top Freight Forwarders in the world, mix of services changes, Latin America 
agents acquired

1997 Revenue over $1 billion. Achieved Fortune 1000 ranking

Other companies1 show similar patterns, e.g:

BTL -  Founded in 1891 as Fallenius & Lefflers AB in Göteborg (Sweden) with a 

forwarding and ship brooking business. Today BTL is part of schenker, (under 

the Stinnes Logistics group) which have around 28,500 employees at 1,000 

locations all over the world generating a total turnover amounting to around 

10.5 billion DEM every year. BTL is active in most of the conceivable 

transport, forwarding, warehousing and logistics business for a wide range of 

clients.

BTL 1997, Schenker, 1999 1

1 T h e  m e n t i o n e d  c a s e s  a r e  ju s t  a  f e w  o f  t h e  m u l t ip le  e x a m p le s  t h a t  c o u ld  h a v e  b e e n  d e s c r i b e d ,  a n d  a r e  u s e d  in  o r d e r  to  

r e f l e c t  a  f e w  o f  t h e  d i f f e r e n t  o r ig in s  t h a t  c a n  b e  f o u n d  in t o d a y ’s  lo g is t ic s  c o m p a n ie s .  T h e s e  c a s e s  w e r e  c o l le c t e d  fo r  a  

w o r k  in  p r o c e s s  p a p e r  p r e s e n t e d  a t  t h e  1 9 9 9  N o f o m a  c o n f e r e n c e ,  L u n d  1 5 - 1 6  J u n e  1 9 9 9 ,  in  c o o p e r a t io n  w ith  C h r is o la  

P a p a d o p o u lo u s



Danzas - Creation of Malson de Commission et d’Expedition Danzas & 

l’Eveque ä St-Louis as a transport company in 1840. Today Danzas have 

been acquired by Deutsche Post and provide customized logistics solutions for 

Producers and retailers of consumer goods and producers of industrial goods 

as well as Worldwide air and ocean freight, Global project forwarding, 

European overland Transport, Fashion services and Chemical logistics.

Danzas, 1999

FDX Supply Chain Services? -  Begins as R&M Transportation moving tires 

between the Akron, Ohio and St. Louis, Missouri. Today FDX Supply Chain 

Services designs, develops, and applies integrated logistics solutions that 

provide a competitive edge for customers, worldwide as a independent 

component FDX Corporation.

FDX Supply Chain Services, 1999

Kühne & Nagel - Kühne & Nagel was established in 1890 and began Cotton 

transport and consolidated freight forwarding in 1891. Today Kuehne & Nagel 

is one of the world's leading transport and logistics groups. With 13,000 

employees working at 500 offices in 82 countries, it covers every aspect of 

international forwarding - overland, at sea and in the air.

Kühne & Nagel, 1999

Mercantile -  1904 foundation of the Steamship Company Svendborg 

(Aktieselskabet Dampskibsselskabet Svendborg) and Purchase of the first 

vessel "Svendborg". Today Mercantile (part of the A.P. Möller group) provides 

services in SCM, Groupage, Forwarding, Special services, Air forwarding and 

Projects.

Mercantile, 1999

Ryder - Company founded in 1933 with one 1931 Model “A11 Ford for a 

commercial business. Today Ryder Integrated Logistics is the largest third- 

party logistics company in the U.S. It provides clients with integrated logistics 

solutions ranging from the inbound movement of raw materials to 

manufacturing facilities through the delivery of finished goods to their final 

destinations.

Ryder, 1999 2

2 U n t il  r e c e n t ly  k n o w n  a s  C a l ib e r  L o g is t ic s
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A. 1.2 The current trends affecting the TPLPs

The current trends that affect the providers in the TPL industry can be found in 

collected statements of the industry participants. Different providers emphasize 

certain trends more than others, but collectively the review3 presented hereafter 

gives a quite consistent picture.

ASG (SE) view4 of the currently most important market trends are;

• Continued internationalization and globalization,

• Increased degree of outsourcing, and

• Quick development of Information technology.

•

BTL (SE) mention the following trends in their annual report5;

• Logistics development and outsourcing,

• Productification of transport and logistics services,

• Home-distribution connected to internet trade,

• Increased efficiency and deregulation.

CNF (USA) (i.e. Menlo & Emery etc.) states6 the following;

“Your corporation continues to own companies that are solidly profitable and 

market leaders in their respective industries. We are positioned very well to take 

advantage of global business trends such as

• Outsourcing,

• The need for integrated solutions for transportation problems, and

• The Internet as a growing medium for corporate commerce.

We have clear advantages over most competitors in the critical areas of 

technology, process efficiency, scale and the ability to move fast. We intend to 

capitalize on these advantages as we continue to execute our strategies 

targeted at the premium end of the supply-chain management marketplace”.

3 T h is  r e v i e w  w a s  m a d e  d u r in g  1 9 9 9 ,  t r o u g h  c o l le c t in g  A n n u a l  r e p o r ts  f r o m  t h e  m a in  T P L P s  w h ic h  s h a r e  s u c h  

i n f o r m a t io n  in  E n g l is h .

4 A S G  ( 1 9 9 9 ) ,  p . 8 .

5 B T L  ( 1 9 9 9 ) ,  p . 7 - 9

6 C N F  T r a n s p o r t a t io n  In c .  ( 1 9 9 9 )  p . 1 .
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Danzas (CH)7 8 is not that clear about the general trends on the market in their 

annual report, but mention;

•  Supply Chain Management

Exel logistics (U K f (part of NFC) provides some market trend from the 

different geographic regions they operate in; “Prospects in Europe look 

excellent as manufactures and retailers alike respond to

•  the cost and price transparency resulting from European Monetary Union 
and the single currency.

In the Americas, growth expectations reflect the relatively

• low levels of outsourcing and

•  an increasingly dynamic supply chain environment -

•  driven especially by electronic commerce and growing consumer use of the 
Internet.

Short-term prospect in Asia and Latin America will be impacted by

• recent macro economic events

but the long term

• globalisation of supply and demand is bound to create supply chain 
opportunities .... Key to remain competitive in this environment is

• effective and innovative information technology.”

FDX (USA)9 10 (i.e. FedEx & Caliber etc.) point out;

• ”just in time” shopping,

• Electronic commerce, &

•  Global sourcing and selling.

Hays'0 hides their perceived market trends within the annual report, but the 

following can be extracted;

•  Strong growth, and

•  Hard competition (Germany).

7 D a n z a s  ( 1 9 9 9 ) ,  p . 4 8 - 9 .

8 N F C  ( 1 9 9 9 )

8 F D X  1 9 9 9 ,  p .  3 .

1 0  H a y s .  ( 1 9 9 9 ) .
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Nedlloyd’s (NL) analysis11 is as follows;

• ”Cross-border trading continues to increase. Globalization and final 
production as close as possible to the markets mean that the flow of goods 
are moving.”

• logistics activities are being outsourcing on an ever increasing scale”

•  ”.. the potential for Pan-European logistics services including value-adding 
activities is clear. .. This strategy has proven to be right, judging from the 
major efforts made by newcomers in this market to rapidly build a favorable 
position. This trend will undoubtley continue for some time to come, with 
persistent fierce competition as result. Eventually, only a limited number of 
Pan-European service providers will remain.”

The trends according to the Basel based Forwarding and logistics company

Panalpina (CH) is hard to read-out from their 1998 annual report11 12. But, they 

recognize the following as important;

• “ was increasingly confronted by the concept of “outsourced manufacturing“.,

• “Given the steady globalization of the world economy, ...”, and

• “The significance of information technology for the management and control 
of global logistics chains has increased during the financial year.2

Svenska Posten (SE)13 presents this about the development of the market;

”The following apparent trends on the logistics market can clearly be observed:

• Moving from heavy to light shipments; from slow to fast and reliable 
transports.

• Many operators’ wants to focus on light shipments up total 35 kg.

• From national top a Pan-European perspective, geographic borders are 
getting less important.

• From simple transportation assignments to till integrated logistics services 
(TPL).

• The large actors gets bigger; from small national companies to large 
international actors.”

Tibbet & Britten (UK) states14 that the following trends drive the market; 

• “Supply chain developments,

11, N e d l lo y d ,  ( 1 9 9 8 )  p . 2 9 .

12 P a n a l p i n a  ( 1 9 9 9 )

13 P o s t e n  1 9 9 9 ,  p . 1 0 .

14 T ib b e t  & B r i t t e n , ( 1 9 9 9 )
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• trade liberalization, and

• outsourcing

continue to drive market growth and logistics change which are reflected in 

developments across the Group”

TPG (TNT POST GROUP, NL? 5shares these opinions on the market trends;

•  Consolidation “In a few year’s time, only a handful of major global players 
will remain; TPG and the other global integrators will be among them”, “ TPG  
has to grow in order to serve our customers well”,

• Growth in Logistics “In our perception, logistics as an industry will grow 
significantly because there are many opportunities in supply chain 
management.”

A. 1.3 Different forms of Economies of Scale 
according to Pratten

The relationship between cost and scale can be attributed to a set of sources. 

The main driving sources are, according to Pratten (1971): indivisibility’s, 

increased dimension, specialization massed resources, superior techniques or 

organization of production, the learning effect, and through control of markets 

(vertical integration as well as bargain power, my comment).

A Economies of scale by indivisible costs: There are costs that to some degree 

are independent of the output amount. This cost will, if scale increases, be 

shared by a lager number of units, and thus will the average unit cost 

decrease.

á  Economies of scale by increased : This source of scale

advantage appears if the operating cost increase less rapidly than capacity.

á  Economies of scale by specialization: The larger the scale of operations is 

the more likely is the economic ability to attain specialization in people and 

capital resources. More specialized operations will have a positive effect on 

the average cost.

/ :  Economics of massed resources: Larger scale in terms of many units may 

be a source for reduced average costs. Safety stock levels of spare parts 

and products as well as extra capacity to secure operations from 

disturbance, for example, may be kept at a lower level. With massed

, 5 T P G ,  ( 1 9 9 9 ) ,  p . 6 - 7
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resources are financial and other risks possible to distribute on a high 

number of units as well, thus will eventual risk associated costs being lower.

A Economies of scale by superior techniques or organization of production: 
Larger scale may make it possible to use more efficient techniques or 

methods. For example in production it is possible to use production lines 

adapted to a specific product, when the produced amount of the product 

carries the capital investments by it self.

Figure I.The learning curve.

A Economies of scale by learning: The learning effect appears when similar 

operations are repeated several times. Since learning occurs while 

operations are performed, the ability to perform the specific operation 

increase as the operation is repeated. The average cost unit will thus 

decrease with increased commutative output. The learning effect is often 

described by a learning curve, as in figure 1.

A Economies of scale trough vertical integration: The scale in terms of scope 

of operations may be a source of positive impact on costs. Vertical 

integration strategies within supply chains reduce the cost of transferring 

products between individually operated units. These positive effects come 

from, for example, deletions of costs of transactions and uncertainties.

A Economies of scale by bargain power. Having control of markets by sheer 

size yield several benefits as prices and conditions can be negotiated 

favorably.
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Summary

During the last decade organizations have been under an increasing pressure to master 
change, where some key words are increased variability, competition, insecurity and 
complexity. The new competitive situation sets new and increasing demands on 
logistical development work and those who conduct it.

The development has led to increased demands on faster and more continuous 
development work where new methods and increased efficiency lay the foundation for 
competitiveness. The logic behind all this is that companies need to be better and faster 
than their competitors at realizing operational opportunities. While operational 
possibilities increase, such as the demand in running operational development 
processes more efficiently, there are experiences that indicate the difficulty in reaching 
positive effects in new technology and concepts.

The starting-point for this dissertation is that there on one hand exist new opportunities 
in the form of new technology and new concepts of change. On the other hand there are 
experiences pointing to the difficulty in reaching organizational effects due to the new 
technology and concepts. Because of this, there is a need for research focusing on the 
mere process of change and that develops knowledge about how we can effectively 
conduct change.

The dissertation consists of a total of four independent parts that can be read separately, 
but they are also coherent and build upon each other to varying extents. The first two 
parts are empirical studies, where Part 1 constitutes a licentiate dissertation (Carlsson 
and Mårtensson, 1994) and Part 2 a research report (Carlsson, 1997). Part 3 consists of 
an article (Carlsson and Sarv, 1997) and Part 4 is this publication. These four parts will 
contribute together to the research’s overall purpose, which is developing knowledge 
about how work for logistical change can be rendered more efficient. For Part 4 following 
two purposes are defined:

• Describe the mechanisms in operational processes of change and the participant’s 
role in this.

Identify and typify different approaches to change for operational development.



The mainpurpose with the present report is to develop the dissertation’s theoretical 
contribution, through conducting a new and deeper analysis of the previous empirical 
study. This deeper analysis makes it possible to conduct a comparison of both empirical 
studies, something that has not been done earlier. All in all this should contribute to the 
dissertation’s theoretical development. Part 4 should therefore not be regarded as a 
“traditional” cover because it contains it’s own theoretical contribution.

An analysis of the logistic research from a perspective of change indicates that the 
research has primarily met the new logistical challenges with systematic knowledge 
development regarding the change content. The research answers questions of 
and why, but the contributions about how changes are implemented have traditionally 
been very weak. Logistical researchers have identified the process of change as 
important to reach the positive and lucrative organizational effects of new systems and 
concepts. At the same time it can be concluded that there has been a lack of systematic 
development of the process dimension, and theoretical contributions have been limited.

Deeper analysis of the two empirical studies took place through using a developed 
frame of reference and analysing the studies results once again. The frame of reference 
has been developed through the use of theories from the areas Strategic Change and 
Learning Organization. Deeper analysis has followed the multiple case-study analysis 
logic, where the empirical studies have been considered and treated as two separate 
cases.

In the theoretical frame of reference it becomes clear that the logistical research is 
primarily founded in the linear model of change. A model of change is defined as a basis 
for assumptions about how changes are initiated and consequently includes the basis 
for assumptions about the mechanisms of the process of change. Through the 
borrowing of theories from the two research areas Strategic Change and Learning 
Organization, two additional models of change can be identified. The first model regards 
changes as social processes and is hence called “the process model”. The second 
model views change as circular and is therefore called The circular model”.

The analysis shows that the linear model best reproduces the mechanisms in less 
extensive changes, where such changes occur within the frame of existing mental 
models. When the extension of changes increases the process model captures the 
mechanisms of the processes better, especially the political aspects concerned. The 
circular model best depicts the processes in the most extensive changes, where new 
mental models are developed and converted to the operational level. The process model 
supplements the circular while at the same time explaining political aspects that might 
occur in more extensive changes.

The research results indicate that the outcome of change depends on the correlation 
between a change’s context, content and process over time. Consequently there is no 
best approach to operational development; rather every kind of change has to be dealt 
with differently. Furthermore, the approaches have to be regarded in relation to the 
context of the change and its defined goals. In the dissertation three approaches of



change are typified, each grounded in one of the three models of change. The first 
approach is termed “solution driven” and is based on the linear model, the second 
“programmed process” is grounded in the model of process and the third “learning 
approach” views changes as circular learning processes.

Rendering more effective logistical change implies that it needs to be based on the 
model or models of change that can best live up to the demands and mechanisms of 
change. Marginal changes in a stable context could be based on the linear model. As 
the context turns more dynamic and the demand for more extensive change increases, 
there is a growing need for the processual and circular models to be activated in the 
change work. The actor’s ability to see, combine and use the different approaches of 
change becomes crucial for the outcome of the change efforts.

In the dissertation different approaches to change for operational development have 
been identified. A natural consequence is that these approaches are tested on further 
empirical studies in order to increase the ruggedness of this research’s results. The 
empirical findings of this dissertation consist solely of intra-organizational development 
processes and changes in separate units. In more extensive structural changes 
additional units are involved in different ways, which makes it possible to study the 
combination of approaches in more complex courses of events. A suggestion for further 
research is therefore to study more complex changes that involve several units, for 
example inter-organizational development processes.
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I Thesis outline
The doctoral thesis contains three parts, the licentiate’s thesis published 1989 and 
written together with Par Anderson, an article published 1999 written together with Mats 
Abrahamsson, and a report published 1999. The publication of the report is done in this 
document and has not priory been published.

The purpose of the introduction is to give the overall picture of how the different parts is 
fitted into the picture. The thesis is concerned with the question of ”efficient logistics 
structures, what are they and how can they be achieved”. A presentation of the parts is 
done in table 1.

The focus of the studies has been efficiency and effectiveness in logistics. The 
licentiate’s thesis deals with the question of developing a general method for measuring 
logistics efficiency. It was implied but never expressed that once good measurements 
were found it would be easy to calculate what would be the optimal solution for a 
company or supply chain. The article focuses on developing methods for measurement 
of structural change, asking the question of how alternative structures can be compared 
to find the most efficient structure. The article builds on the assumption that one 
important factor to take into consideration is the existence of economies of scale and 
scope. The report focuses on design of new structures and follows up on the article by 
searching for other structural questions that are of importance besides economies of 
scale and scope which were discussed in the article.

Table i. The parts o f the thesis

Licentiates thesis Article Report
Purpose Develop general 

method for 
measuring logistics 
efficiency

Develop method for 
measurement of 
structural change

Supply chain design. 
Develop model for 
supply chain design.

Questions What is efficiency 
and how is it 
measured?

How can alternative 
structures be 
compared to find the 
most efficient 
structure?

Suggest a model for 
design. W hat are the 
structurally important 
questions that have to 
be asked in such a 
model?

Conclusions No general model is 
available, dependent 
on f ex strategy. 
Basic set of 
measurements 
found.
Clash between

Focus on cost 
aspects, other 
aspects considered 
as constraints, 
evaluated in the end. 
System logic has to 
be understood to do

Design of supply 
chains requires 
methods and models 
that can handle a 
large complexity.
A number of 
constructs that are



functional and
processual
measurements.

the calculations. In 
the example the 
logic of scale and 
scope is used.

basic for the under
standing of logistics 
supply chains are 
identified. With that as 
a basis a model for 
design is created.

Study object one company distribution network supply chain

Focus measurements measurements and 
system logic

system logic

Type of 
changes

steady state,
continuos
improvement

structural change structural change

Methodology survey case studies case studies

There are several developments taking place between the publications.
• The scope of the study has increased; the first study focuses on one company, the 

second on a distribution network and the third on supply chains.
• The notion of change has been introduced in later studies, which leads to a change 

in focus from small improvements to structural changes and quantum leap 
improvements.

• The first study concluded that it is not enough to have good measurements it is also 
necessary to understand the logic of operations in the studied system. The second 
and third study puts less and less emphasis on measurements and more emphasis 
on understanding the systems logic.

• The methodology has changed as a consequence of changes in the focus of the 
studies. The first study builds on a large survey; the second and third studies are 
using case based methodology. The third study is using more qualitative data than 
the second is.

•
The parts of the thesis are not focusing the same types of questions. The parts do 
however build on each other where the final conclusions of one paper are the starting 
point of the next. The licentiates thesis is referred to but is not included in the thesis, it is 
available at the department for those that want to read it. The article has as well been 
published and is included in the appendix. The third report is published for the first time 
in the following chapters. The parts are presented in further detail below, the licentiate’s 
thesis in chapter 1.1, the article in chapter 1.2, and the report in chapter 1.3. Future 
research and how the result of the last study influences the interpretation of the earlier 
studies is not presented in this introduction but in the end of the report.



i.i. The licentiate thesis
The English summary states the following about the licentiate’s thesis (Andersson, 
Aronsson, 1989):

The concept of materials administration (or business logistics) has been spread increasingly during 
the 80s, as an overall label of the different activities associated with the creation of an effective flow 
of material through a company. This means that decisions regarding achievements and design 
receives more and more attention from company management.

The research project was initiated to fulfil a need of more knowledge about how to measure the 
efficiency and effectiveness of the flow of material as a way to make better decisions. The flow of 
material passes through many departments’ jurisdiction in a manner that seldom fits traditional 
areas of responsibility. It makes it necessary to question and reevaluate traditional performance 
measurements such as productivity, ROI and others.

In the present report, the problem of measuring is treated from an overall perspective, where the 
conflict between traditional management accounting methods and physical measurements for 
control of the flow of material is emphasized. A frame of reference is created by a critical 
examination of pros and cons of existing methods for measuring logistics performance. An analysis 
that is necessary for establishing the possibilities for measuring efficiency and effectiveness.

A model is presented, giving guidelines for how to structure a company’s logistics performance 
measurements. There are some measurements which can be regarded as basics, as indicators of 
‘objectively’ defined performance, and the structuring is in itself important in order to gain 
acceptance in the organization. But the report also stresses the importance of understanding the 
context in which the measurements are to be used that effectivity is difficult to determine generally 
and must be related to the scope of measuring.

A prerequisite for good performance measurement, is the coordination of measurements with 
goals/strategies, and to structure the measurements in a way that creates comparability between 
measurements made in different parts of the company.

Different measurements have different qualities that make them more or less suited to a certain 
situation, and knowledge about these qualities can help increase the effect of managing change by 
objectives. Finally, the possibilities and restrictions in development of systems for measuring 
performance is outlined.

The study builds on a number of interviews with companies, but most of all on a large 
survey of 124 Swedish companies. The focus of the study is on one company and its 
needs for measurements. As is stated in the summary the background of the study was 
to support the process of redesign. The way of doing that was to construct a model for 
measuring efficiency and effectiveness. It was however realized that this could not be 
achieved in a general model. There are some basic overall measures that are valued 
highly by almost all companies, such as return on investment and profitability. These are 
measurements that are measuring the overall results of the company. It is of little help if 
one wants to evaluate the logistics activities.



i.ii. The article
The summary states the following about the article (Abrahamsson, Aronsson,
1999):

Companies in general extensively measure their logistics performance. This measuring has 
increased during the last 10 years. But still today most measuring is carried out on an operative 
level, recording efficiency and performance within and between operational units. The purpose of 
such measuring is for the day to day running of the business and the continuous fine tuning of 
operations.

A trend in multinational companies during the past decade has been increased internationalisation, 
where domestic set-ups both on the supply and the market side, have been replaced with regional 
and even global systems for distribution, sales, production etc. As a consequence, the logistics 
have changed from a local cost-oriented approach to a global systems approach, which demands 
models for measuring logistics performance on a structural level.

This article presents a conceptual model for measuring logistics structures based on a total cost 
analysis in combination with a methodology similar to activity based costing. The model has been 
used in several distribution restructuring programmes, both as a simulation tool to define a new 
structure, as well as a reference mark in the change process itself.

The article states that it is important to measure but in itself it is not enough if one wants 
to support a redesign process. One also has to understand the logic of how the system 
works to be able to calculate the consequences of an alternative structure. The article 
presents a method for doing this that has been used in a distribution context. The study 
is based on case studies.

i.iii. The report
As companies increasingly cooperate with and rely on other companies to compete on a 
global market, the concept of supply chain management and logistics is gaining interest, 
from practitioner as well as researchers. Studies of high-performing companies, such as 
Benetton, Toyota and Nissan report that these organizations take a strategic view of the 
whole process of supply from original sources of material to end customers, achieving 
more efficient operations management and more effective strategic management.

Supply chain management has received an increased interest during the last 10 years, 
similar concepts such as demand chain and value chain has been introduced. The study 
identifies a need for design studies in the area of supply chain and logistics, partly 
because few studies has been made with a design approach and that traditional 
methods for design are often focused on design of one function or the formal 
organizational aspects of logistics. Supply chains are more complex than these types of 
design, since several companies and several different functions are included.



The study is based on a systems approach and is theory generating. The focus of the 
study is on identifying design variables that are used to understand the logistics content 
of a supply chain design and to generate alternative design solutions. The study builds 
on the assumption that it is not enough to measure efficiency or effectiveness of a 
system. It is also necessary to understand the logic under which the system operates. It 
is only based on that understanding that a new design can be made.

To handle the increased complexity in supply chain design the system is analysed using 
three perspectives, processual, functional and organizational. Design variables are 
identified in each of the perspectives. Within each perspective constructs concepts and 
activities are identified. The study identifies a number of constructs and concepts within 
each perspective and the identified constructs are tested in two case studies, to test if 
they have been relevant in the cases and if there are other constructs that can be 
identified as important in the cases that has not priory been identified in literature.
The study is theory generating and the results can therefore not be said to do more than 
suggest the importance of a number of design variables, and the importance to in supply 
chain design to use several perspectives. The three identified perspectives have been 
found relevant as well as the theory generated constructs. This does however not mean 
that these are the only three possible perspectives or the only important design 
variables. Further research is needed in the area of supply chain design before a design 
model can be suggested. This study suggests a structure for how to organize design 
variables using three perspectives (process, function, and organization) and three levels 
of abstraction (construct, concept, and activity). It is also suggested that to generate 
design solutions these have to be adressed in a certain order. The complexity makes it 
impossible to address all questions at the same time, they have to be addressed in a 
stepwise order. The methodology follows what is suggested when using a saticficing 
approach in systems theory.

The first step is to clarify the aim of the new design by using the conceptual level. The 
concepts are often based on best practice studies and often suggest a design solution 
that has been found useful in the cases that have been studied. The next step is to 
define the content of the system that is to be designed by defining the activities that are 
included. To uphold the supply chain focus it is suggested that the constructs in the 
process perspective are addressed in the next step. The last two steps are to address 
the constructs in the functional and the organizational perspectives in that order.
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