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Abstract
In the logistics industry innovation is considered to be very important. This is because it is 
a competitive industry and in order to survive in this industry they have to come up with 
innovative solutions for their customers. Therefore the aim of this research is to look at 
how logistic companies innovate and how does the innovation relate to knowledge sharing.

For students like myself and researchers it is important to understand how the logistic 
industry innovates, because at the moment there are not many research on this topic and 
the few research that has been written on the topic do not look at innovation from the 
perspective of knowledge sharing, where many studies have shown that the best innovation 
are the ones that happens through knowledge sharing and collaborations. Hence the 
research provides answers to these issues, by looking at how logistic companies innovate 
and its relations to knowledge sharing as to further the understanding on how these 
companies innovate.

To achieve the above, a cross study literature on the topics of innovation and knowledge 
sharing has been reviewed, as to provide a deeper understanding of the topics and in 
helping in answering the investigated questions. Also three logistic companies that cover 
the whole supply chain are also interviewed as to get an understanding on how logistic 
companies in general and in real do innovate and how the innovation relates to knowledge 
sharing as part of the empirical findings. This are then analyzed and compared to the 
literature reviews as to provide answers to the investigated topics of innovation and its 
relation to knowledge sharing from the logistics companies perspectives. Lastly all the 
finding of  the research are presented and discussed in the conclusion.
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1 Introduction

1.1.  Background

In today’s business world, innovation has become the core components of organizations. 
This is because of the nature of the global economy has been changed by the speed of 
innovation, which has been made possible by faster growing technologies, shorter product 
life cycles and the sophisticated customer demands as to when it comes to new product 
and services (Marina, 2007, Chiu-Yao, 2012, Darroch and McNaughton, 2002, Nonaka, 
1994, Joe and John, 2009). Innovation is also considered to be a powerful way for a firm to 
secure a competitive advantage in its industry (Andrew, 2003, Chapman et al., 2003, Joe and 
John, 2009, Cooper, 1983, Wallenburg, 2009b, Neil, 2002, Grawe, 2009).

Although innovation can be seen as crucial in being competitive  and of defining a strategic 
positioning, it is not always that firms are guaranteed success with innovation (Joe and 
John, 2009). There has been ample prove through out history of companies that have 
failed and even in some cases failed with huge consequences, e.g. Xerox and Motorola etc 
(Neil, 2002, Cooper, 1983). The problem with these companies is not about, not being 
innovative (they had the resources and capabilities to be innovative), but at not 
understanding the interactive nature of innovation. That is in order to be successful, firms 
need to realize that both innovation push and demand pull have to be fully mobilized (see 
Joe and John, 2009), therefore the concept of knowledge is important for innovation, as 
both demand pull and push relates to knowledge (Grawe, 2009, Wallenburg, 2009b). This is 
the problem to be looked in this study, more specifically how innovation relates to 
knowledge sharing. 

1.2.  Problem Statement

The logistics industries are known to be highly competitive industry, the reason is usually 
associated with having a few base of industry customers like hi-Tech/electronics, FMCGs 
(fast moving consumer goods) and the auto industries, who are also the main drivers of 
demand (Berglund et al., 1999). 

This focusing on smaller specific type  of industry customers is seen as a problem because 
it leads to tougher competitions and less innovations on new or unique areas of customer 
market segments (Berglund, 2000).Therefore for logistics and TPL firms survivals, it is 
important to create unique value adding activities as a way to differentiate themselves from 
their competitive. The creation of value added activities is usually associated with 
innovation (Flint et al., 2005b, Chapman and Magnusson, 2006), this aspect of value 
creation as innovations can also be associated with improving operational activities, that 
might lead to profits for the firm, through for example cutting operational costs etc. 

Also another aspect that was of interest to investigate was how the logistic and TPL  
innovations relates to knowledge sharing. Logistics and TPL firms are constantly 
interacting with their upstream and sometimes even with their downstream networks in 
their supply chain (Coyle et al., 2008, Gibson et al., 2005). This being the case, it could be 
interesting to investigate if there are  any knowledge sharing activities taking place in this 
interactions that could lead to or help the logistic and TPL companies to innovate.

However in talking about logistics,  there are different types of logistic service providers, 
some provide the standard services or commodity services (e.g. freight forwarder  etc) or 
some provide more complex services or solutions to their customers (Hertz and 
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Alfredsson, 2003). The type of logistic providers that provide complex services are known 
as third party logistics(TPL) and fourth party logistics (4PL) providers (Lieb and Bentz, 
2005). 

Therefore in this research the interest will be to look at how logistic providers innovate and 
how the innovation relates to knowledge sharing. The reason is there are very few  written 
articles on how these companies innovate and thus the purpose will be to further 
contribute to this research. 

Another interest for this research is to find out if logistics do have the dynamics of sharing 
knowledge in their networks that can help in contributing to innovations for their firms. 
Main reason for wanting to understand this is because research has shown that when 
companies collaborate and share knowledge with each other, they can innovate better than 
their competitors who are innovating alone (Xu et al., 2010, Neil, 2002, Cooper, 1983, Joe 
and John, 2009, Dyer and Nobeoka, 2000, Dyer and Ouchi, 1993, Dyer et al., 2001). This is 
a gap as there is no research that relates logistic innovation to knowledge sharing and thus 
this research will contribute in closing this gap.

Logistics companies are part of the supply chain networks, where they have to either 
collaborate or compete with other suppliers in providing services to their customers 
(Grawe, 2009, Flint et al., 2008). But sometimes it  could also be beneficial for the logistics 
providers to collaborate with their customers in order to satisfy their needs (Flint et al., 
2005b). Therefore the main interest for this research is to find out how these companies 
innovate and also how the innovation relates to  knowledge sharing (either with its 
suppliers, customers or internally).

1.3.  Purpose of this thesis

The purpose of this research is to investigate and provide an overview of how logistics 
firms innovate and how their innovation processes relates to knowledge sharing. Hence this 
leads to next section which is the research questions.

1.3.1 Research Questions

1. How do logistic firm innovate?
2.  How does the innovation process of  logistic firms relate to knowledge sharing?

1.4.  Limitation

This research will be limited only in discussing innovation from a process perspective. That 
is innovation is only investigated and discussed from its process perspective and not on any 
technical or technological view of innovation, e.g. what type of technologies do the 
investigated companies have etc. 

1.5.  Thesis Framework

This research paper starts with introduction as chapter 1 and then moves to the literature 
review as Chapter 2 where theories of innovation, logistics, TPL and knowledge definition 
will be discussed, this chapter finishes with a summary and a synthesis. Next is Chapter 3 
were the methodology and empirical study is presented. This will be followed by Chapter 4 
where the empirical findings will be presented. Then this will be followed by Chapter 5 
where the finding of the empirical will be analyzed and and this will be related and 
compared to the theories of chapter 2, this chapter will end up with a summary of the 
analysis. Finally Chapter 6 will present a conclusion and further research.
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2  Literature Review

2.1.  Mapping the field

The research context in which this research was carried out draws on four major themes, 
namely, innovation (in general), logistics (in the context of innovation and on how logistics 
innovate), TPL (service and classifications of TPLs), knowledge sharing aspects (as 
knowledge definition,knowledge sharing in networks and knowledge sharing benefits). 

This chapter will review literatures on these four themes and then the finding of the 
reviews will be summarized as to give overview of the whole chapter 2. This will be 
followed by a synthesis where the connection is made between knowledge sharing and 
innovation onto a theoretical framework model as to show how innovation relates to 
knowledge sharing.

2.2.  Innovation 

Many of the existing studies define innovation in a number of ways, but the most opt-cited 
author on innovation is Rogers’ (1995), his work has been cited in many logistic innovation 
studies (Wallenburg, 2009a, Flint et al., 2005b, Grawe, 2009). Rogers (1985) defines 
innovation  as an idea, practice or an object that is seen as new by either the individual or 
by a unit. That is innovation is anything that could be perceived as new to the world 
(Rogers, 1995). Joe and John (2005) also define innovation by its novelty perceived by the 
beholder. This means that the beholder is the one who determines if the idea, object or 
practice is an innovation or not and this depends on the degree of the perceived novelty. 
This definition of  innovation is what will be used for this research.

Andrew (2003) defines innovation from the perspective of technology innovation, where it 
combines three important elements which are, objects, ideas and people. The objects 
consist of hardware and software, the ideas are the knowledge of how to interact with 
these objects, while the people are those who use the tacit knowledge to put these ideas 
and objects as to make them work effectively together (Chapman and Magnusson, 2006). 
While Joe and John (2009), discuss innovation from the process perspective with four 
dimensions. This dimensions are, product innovation, process innovation, position 
innovation and a paradigm innovation (see Joe and John 2009).

The process, position and paradigm innovations are part of service firms innovations(Joe 
and John, 2009). The process and paradigm innovation are usually how the logistics 
services innovate (Wallenburg, 2009b). For examples when logistics improve their 
organizations processes as to cut costs or be more efficient in their service offerings or 
when they provide innovative values added services such as postponements or vender-
inventory management (Grawe, 2009) etc. This could be ways for logistic companies to 
strategically differentiate their services from their competitors (Flint et al., 2005a, Wagner, 
2008, Wallenburg, 2009a).

But logistics can also use the position innovation as a way to have the right technology, 
acquire the necessary knowledge and be in the right relationship networks that can lead to 
innovations through collaborations (Chapman et al., 2003). In contrast innovation can also 
be described as being a multidimensional tool or an object of entrepreneurship (Oslo, 
1997) and these tool can be viewed as a process with a process outcome (Trott, 2005, Flint 
et al., 2005b). 
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Another description of innovation is that which is adopted by Gloet and Terziovski (2004),  
where they consider innovation and its relation to innovation management through  the 
concepts of HRM and IT innovation. Here they argue that, innovation management can be 
achieved by a simultaneous approach of both soft HRM practices and hard IT practices. 
That is HRM and IT are considered to be crucial for the success of innovation 
management. While flint et al., (2005), describes innovation differently by saying that, 
innovation is a an organizational process that can be used to proactively create customer 
value.

Although there are many different ways that innovation are being described, the main 
factor is, innovation is a necessity for companies managers to consider if they are to 
survive in doing business in their industries. This is also an important aspect for logistics 
companies, because a main demand from their customers is the ability for them to innovate 
in order to provide added values, but also its very highly competitive industry and 
innovation can be a way for them to differentiate themselves from their competitors 
(Chapman et al., 2003, Chapman and Magnusson, 2006, Flint et al., 2005b, Berglund, 2000).

Although having discussed innovation and its definitions, this part has not described how 
and why logistics firms should innovate. Therefore this will be discussed in the next section 
as to provide a better understanding logistics in the context of  innovation.

2.3.  Logistics Service Providers (LSPs) in the Context of Innovation

The logistics service industry is an industry that has now been around for the last two 
decades and the competition in this industry has been constantly increasing for the last 
decade (Wallenburg, 2009b). The main reasons has been due to many industries 
outsourcing their logistic activities to logistics service providers (LSP). According to 
Wallenburg, (2009) , 80% of todays industries outsource to LSPs, which accounts to 60 
percent of their total logistic costs (see Wallenburg, 2009). One way for LSPs to deal with 
this issues is through innovations. That is innovations  can provide LSPs with possibilities 
to differentiate themselves from their competitors (Flint et al., 2005b, Wagner, 2008). More 
importantly it is crucial for them to innovate not only based on being ahead of their 
competition, but also as to meet their customer’s changing demands and requirements 
(Flint et al., 2005b). 

However, most LSPs innovations are usually incremental or associated with small 
improvements for their customer or the organization itself (Wallenburg, 2009b, Flint et al., 
2005b, Leonard et al., 2006). That is to say very seldom do LSPs innovation lead to entirely 
new markets  which is radical enough that it changes its whole industry (Leonard et al., 
2006). Therefore innovation for these firms could also be considered as small incremental 
changes (e.g. service improvements or  customer value creations activities etc), that leads to 
benefits for either the organization, their customer or both (Tushman and Anderson, 2004, 
Joe and John, 2009).

Although it is important for logistic firms to innovate in order to create a competitive 
advantage there is not much written on this topic (Flint et al., 2005b, Flint et al., 2008, 
Wagner, 2008). Another reason of the scarcity is due to to the marginal profit investments  
that are usually associated with the logistics industries, therefore it makes it hard for this 
companies to invest on both external R&D on innovations (Wagner, 2008, Walter Zinn, 
1996).

Innovation is not only considered as a beneficial to the customer, but it can also be 
beneficial to the LSPs by it providing competitive advantage, reduction of service 
production costs and through enhancing the firms value in its market (Tushman et al., 
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1997, Tushman and Anderson, 2004). An important concept to grasp is that innovations 
can lead to benefits that are associated with creation of economic value for customers, 
which has the advantage of customer satisfaction and hence more revenue for the logistics 
firms (Tushman et al., 1997). Some examples of these benefits could be the creation of 
superior customer benefits as was created by Fedex through parcel delivery system that 
delivered in-time and in using flexible ways of delivery, but it  also changed the way its 
industry performed their businesses (see Leonard et al., 2006). 

Having looked at innovation and how its importance for logistics firms, it will be better to 
also understand how logistics firms innovate and this will the subject to be looked in the 
next section.

2.3.1.  Logistic Innovation

Logistic innovation has been completely ignored by researchers, even though logistics has 
innovated incrementally through the decades. Some examples of these innovations that 
relate to technology include RFIDs, ERPs etc, while some program incremental 
innovations include cross docking and vendor management inventory (VMI) etc (Flint et 
al., 2008, Grawe, 2009, Flint et al., 2005a). All these innovation has allowed logistics service 
providers to serve their customer better and also has led the industry to evolve from 
traditional service providers, to providers that can provide complex solutions to their 
customers (Chapman and Magnusson, 2006).

Logistics service innovation can be seen as a method that conceptualizes, develops and, 
operationalize its manufacturing activities and launches both new and ongoing activities 
(Cooper, 1983). It can also be thought as a rationalized driven change as way of a achieving 
a targeted goal (Thomas, 2005). This rationalized change can be either incremental, radical, 
evolutionary, enabling or disruptive (Joe and John, 2009, Thomas, 2005). But logistics 
services are usually concerned with incremental innovation, where small improvements can 
be added to their services, that leads to benefits for both their customers and the 
organization as well (Flint et al., 2005b, Chapman et al., 2003). 

According to Wallenburg (2009), logistics innovation can be divided into two main classes, 
where the first class is concerned with purely internal innovations, and the second class is 
focused on customers innovations. The first class innovations which are usually not easily 
noticeable are when the firm innovates to improve their operations, while the second class 
innovation is usually about creating competitive advantages by focusing on creating a 
customer satisfactions strategies (Wallenburg, 2009a). 

Flint et al., (2005a) suggests that, in order to be successful in being innovative, logistics 
firms need to focus on their innovation processes rather than focusing on how their firm 
itself is innovating. What is meant here is that, the importance of innovation is in 
understanding  innovation as a processes rather than as a function, e.g. having the latest 
technology and implementing it and calling it innovation, or modernizing your warehouse 
etc (Wallenburg, 2009b, Joe and John, 2009). Flint et al., (2005a), further argues that, 
innovation processes orientation has a lot of benefits for organization, compared to 
functional orientations. The reasons why logistic firms need to understand innovation as a 
processes is because it will help them overcome issues of not being able to (Flint et al.,
2005, p.120):

• think holistically;

• keep customer focus;

• involve employees in the learning process;
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• take care of  employees skills and motivations;

• implement strategy;

• remain flexible;

• being efficient and;

• living up to increasing demands of  their time and product/service quality.

He further argues that, logistic innovation is constantly in a state of change and is 
considered to be an important strategic stand point, this being the case, then it is 
imperative for the logistic firms to embark on a process orientation rather than a functional 
orientation. Having concluded this, based on grounded theories they come up with a model 
(see Figure 3 below), that looks at logistic innovation from a process view perspective 
based on external organizational factors (this will be discussed later in this section).  

While Chapman et al, (2003) looks at innovation from the three perspectives of 
technology, networks and knowledge (see chapman et al., 2003). Technology is big a 
prerequisite when it comes to innovation for logistic companies(Chapman et al., 2003), but 
without the right business process it won’t matter how good or how sophisticated the 
technologies is, it will not lead to success or benefits for the logistic companies (Flint et al., 
2005b). Eliyahu (2005), agrees with this by mentioning that, most important for a company 
before acquiring a new technology innovation is to answer fully the following four 
questions below:

1. What does this technology do?
2. Do I need this technology?
3. How was the business done in the organization before this technology?
4. What needs to change so as to take full advantage of  this technology?

The first part is related to identifying the need and making sure there is a need before you 
get the technology, the second part is based on fully understanding the resources and 
capacity needed to run this technology and also understanding its capabilities, the third 
questions is understanding the current culture of your organization before you had this 
technology (Eliyahu, 2005). That is how was the business processes accomplished without 
this technologies and lastly what do you need to change in the current situation as to 
accommodate the new technology (or innovation) and once you have fully answered all 
these four questions, only then can the organization acquire the right technology or 
innovation. Then and only then will the organization benefit from the right technology  or 
innovations (Eliyahu, 2005). 

For the purpose of this research innovation as part as a process as explained by Flint et al., 
2005b, will be the stand taken. Hence for this purpose an example of innovation as a 
process will be looked at, but this example is only focused on an external innovation 
process towards the logistic companies customers. That is the steps or process needed for 
the logistic companies to be proactive innovators towards their customers. This is shown as 
Figure 1 in the next page.
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Reproduced with permission of the copyright owner.  Further reproduction prohibited without permission.

Figure 1: A Logistic Innovation Process, Source: Flint et al.,  (2005, p.127)

The process model in Figure 1, starts with “setting the stage activities”. These activities 
include the planning and training activities of the logistic managers and employees (Flint et 
al., 2005a), here the purpose is to create a foundation where the employees learn how to 
gather customer information. This is followed by the “customer clue gathering activities”, 
where an environment is created that helps the  employees to get closer and deeper insight 
on the organization customers (Flint et al., 2005a). This is considered to be in important 
step before the employees can collect customers clues that will lead to innovation.

Next is “negotiating, clarifying and reflecting activities”, here its how the collected 
information is presented to the right group or department that is important, because in 
order for the collected information to be effective it has to be directly linked to the internal 
operations (Flint et al., 2005a). Lastly it is the “inter-organizational learning activities” here 
is for the organization to appreciate the emerged insights that might lead to innovation 
opportunities, from the collaborations between the organization and its customers  (Flint et 
al., 2005a).

The way the logistic firms innovate is also relevant to TPL firms. That is a TPL firm can 
also use the same concepts as described above as to lead to innovation (from an external 
perspective), where they can proactively gather, organize, disseminate and create 
innovations that will lead to customer value added activities or services. Although there is 
no research written so far on how a TPL firm innovates. The reason behind this could be 
because TPL companies are considered to be under the umbrella of logistics.  Therefore 
from now on in talking about logistics companies, we mean also the TPL and the 4PL 
companies as well. 

The 4PL is an integrator that integrates the whole supply chain for the customer (Hertz 
and Alfredsson, 2003). That is 4PL is a TPL but with the possibility of managing the whole 
supply chain for the sake of their customers. Although it simpler to define a 4PL a TPL 
needs a bit more definition and this will be reviewed in the section.

2.4.  TPL

The term logistics is used to describe the  managing of materials, services and informations 
from point of origin to the point of consumption in the most effective and efficient 
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manner and in order to meet customer requirements (Meidute, 2005, Rutner and Langley 
Jr, 2000, Delfmann et al., 2002).

While this is the term being used for logistic, there are different types of logistics providers.  
One specific type of a logistic provider is the third party logistic provider (TPL). A TPL is 
defined as an external provider that either forms a formal or informal relationships with a 
customer and provides either an entire or selected logistic services  (Hertz and Alfredsson, 
2003, Coyle et al., 2003., Lieb and Bentz, 2005, Marasco, 2008). Lieb and Bentz , 2005 
further argue that, TPLs are often differentiated from other logistic providers by the length 
of  the relationships with their customers.

2.4.1.  TPL Service Providers

The definition above is a broad one, while a narrower definition of a TPL will be 
concerned with providing a more specific or distinctive function of the services provided 
to customers (Marasco, 2008, Berglund, 2000). One such definition is that of Berglund et 
al. (1999), where  TPL are defined in accordance to their activities that they provided, 
which consist of (at least) of transportation and warehouse management. Marasco, (2008) 
adds that, they can include other activities such as inventory management, information 
related activities of  track and trace in nature and other customer added value activities. 

The above is also confirmed by Hertz and Alfredsson, suggesting that, typical services that 
are outsourced to TPLs include transport, warehousing, inventory and other value added 
activities such as information service, design and engineering of the supply chain. A point 
to note is that the value added services provided by TPLs, differs from provider to 
provider (Hertz and Alfredsson, 2003, Berglund et al., 1999, Berglund, 2000).

The basic values provided by TPLs are considered to be the standard provided values that 
include, transportation and warehousing management activities (also called traditional 
logistic activities), while the value added activities are considered to be activities provided 
on top of these activities, for example, postponements, vendor inventory management, 
labeling etc (Berglund, 2000, Berglund et al., 1999, Delfmann et al., 2002, Cui and Hertz, 
2011, Hertz and Alfredsson, 2003, Langley, 2008, Persson and Virum, 2001, Virum, 1993).  

Therefore are many ways of describing a TPL, but for the purpose of clarification of who 
is a TPL specific classifications for TPL providers will be looked at in the next subsection.

2.4.2.  TPL Service Providers Classification

Although most of the logistic companies like to classify themselves as a TPLs, many 
researchers agree that there are only a few who are real TPL service providers (Cui and 
Hertz, 2011, Hertz and Alfredsson, 2003, Berglund et al., 1999, Berglund, 2000, Delfmann 
et al., 2002). The real TPLs can be identified by their general problem solving and customer 
adaption capabilities (Hertz and Alfredsson, 2003). On this Hertz and Alfredsson, (2003) 
have come up with a model that classifies TPL service providers in accordance to their 
problem solving capabilities and also on their ability to provide customer adaptation (see 
Figure 2). According to this figure, the only real TPL firms are the ones that provide 
services associated with general problem solving of high quality, while at the same time 
being able to highly adapt to their customers needs (Berglund et al., 1999, Hertz and 
Alfredsson, 2003).
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their customer development. We have divided them into
standard TPL provider, service developer, customer adapter,
and customer developer (see Fig. 2).

The standard TPL provider (3 in the figure above) could
be seen as supplying the standardized TPL services like
warehousing, distribution, pick and pack, etc. This firm
would often offer these services at the side of their normal
business.

The TPL as service developer (1) is seen as offering
advanced value-added services. This could involve differ-
entiated services for different customers, forming specific
packaging, cross-docking, track and trace, offer special
security systems, etc. An advanced service package often
involves several sets of more standardized activities turned

into modules that could be combined according to each
customer demands. An advanced IT system facilitates such a
development. The focus would be more on creating eco-
nomies of scale and scope.

The customer adapter (4) could be described as the TPL
firm taking over customers’ existing activities and improv-
ing the efficiency in the handling but actually not making
much development of services. This type of provider might
take over customers’ total warehouses and the logistics
activities and relies on a few very close customers.

The customer developer (2) is the most advanced and
difficult form. It involves a high integration with the
customer often in the form of taking over its whole logistics
operations. The possibilities to coordinate customers rather
lie in the know-how, the methods, the knowledge devel-
opment, and the design of the supply chain. The number of
customers would be limited and the work for each customer
extensive. The customer developer or ‘‘logistics integrator’’
or ‘‘complexity manager’’ would be similar to what Ander-
son Consulting calls 4PL. Such a firm is sharing the risk and
rewards of the logistics management with the customer [20].

Other authors have divided TPL providers as focusing on
either value-added services and/or solutions [4,11]. Ber-
glund et al. [8], who made an extensive survey of Dutch,
English, German, and Swedish TPL firms and shippers
divided the TPL industries into different segments based
on mission statements of TPL firms.

The dimensions that define these segments show sim-
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Herz and Alfredsson provide a matrix that even further defines the TPLs into subgroups 
depending again on their problem solving and customer adaption capabilities. For example 
if the TPLs are providing services that are highly standardized in nature (with less 
complexity), then they are defined as a standard TPL service providers etc (as shown in 
Figure 3). 
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glund et al. [8], who made an extensive survey of Dutch,
English, German, and Swedish TPL firms and shippers
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on mission statements of TPL firms.
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S. Hertz, M. Alfredsson / Industrial Marketing Management 32 (2003) 139–149 141

Figure 3: TPLProviders source: Hertz and Aflredsson (2003, p.142)

Delfman et al, 2002 confirms the definition above by suggesting that, a way to distinguish 
or categorize TPLs could be on the types of services they provide. These types of services 
are categorizes as a either standard, bundling or customizing TPLs. The Standard TPLs 
only provide a standardized isolated logistic services, while the bundling TPLs bundle 
standardized services into bundles that are based on the specifics of their customers and a 
customizing TPLs a fully customized services to their customers (Delfmann et al., 2002).

While Berglund (2000), takes also the same stand in categorizing TPLs by adding that, the 
services provided  by TPLs is usually based on being highly adapted to the customer needs, 
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therefore for these reasons TPLs only focus on smaller instead of wider set of industries as 
customers. Berglund (2000) further argues smaller specific industries companies like hi-
tech/electronics, FMCGs (Fast moving consumer goods) and the Auto industries. He 
further, the main reason for focusing is because they are the main drivers of demand for 
the TPLs industry. 

The main disadvantage that of focusing on smaller specific type of industry customers is 
that it leads to tougher competitions and less innovations on new or unique areas of 
customer market segments (Berglund, 2000).Therefore for a logistics firms survivals it is 
important to create unique value adding activities that helps them be competitive. This is 
usually associated to innovation as a way for logistic or TPL providers to come up with 
new ideas of serving their customers better. Although innovations for TPL firms can also 
be associated with improving operational activities, that might lead to profits for the firm 
through for example cutting operational costs etc (Grawe, 2009), this will be also 
considered as innovation in this research. 

Therefore innovation does not have to be radical in nature, it can also be an incremental 
that leads to small changes that allows the TPLs to either add value to their customers or 
make improvements that will lead to efficiencies (Berglund, 2000, Flint et al., 2005b, 
Chapman and Magnusson, 2006). But in order for TPLs to be innovative they have to find 
a way to tap into the knowledge that can be collected from both their customers and 
suppliers as to help them create better innovations that can lead to competitive advantages 
for their firms (Kogut, 2000). Hence knowledge is an important aspect for TPL firms, but 
there is so many definitions of knowledge and how it is understood (Nonaka, 1994). 
Therefore it is important to look at the definitions of  knowledge and this is discussed next.

 2.5.  Knowledge

Knowledge has been defined in many different ways in a plethora of studies. This 
ambiguity is because knowledge is characterized by people, physical systems and processes, 
but most importantly knowledge can be very subjective in nature, thus it is highly 
interpretational, “fuzzy and imprecise” in its definition (James et al., 1997, Gloet and 
Terziovski, 2004, Marina, 2007, McCune, 1999, Nonaka, 1994, Wolfe, 2003). 

A simple way to define knowledge is by their two main aspects. The first one is knowledge 
as tacit or know-how, while the second one is the explicit (or information) knowledge. The 
tacit knowledge is associated to with the human or individuals intelligence, thus it has a 
personal quality and for this reason it is hard to formalize and communicate (Nonaka, 
1994). While the explicit knowledge is information that is readily available in the 
organization as for example, information that can be easily articulated, codified and stored 
in data bases etc (Dyer and Nobeoka, 2000, Nonaka, 1994, Kogut and Zander, 1992, Gloet 
and Terziovski, 2004). 

Dyer and Nobeoka (2000) further argue that, explicit knowledge due to it being  
information that can be easily codified and replicated makes this type of knowledge not 
suitable as means for  innovation, while tacit knowledge due to its nature of being complex 
and difficult to codify makes it suitable as knowledge that leads to innovation. This is 
because it is not easy to be replicated or copied by the competitors (Kogut and Zander, 
1992, Dyer and Nobeoka, 2000). But even though this being the case,  innovation needs 
both explicit and tacit knowledge in order for it to be sustained (Xu et al., 2010).

For the reasons stated above logistics firms need to collaborate and share knowledge 
information in their supply chain networks, as in doing so it will lead sustainable innovation 
opportunities. 
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Therefore as to when it comes to innovation for logistics firms knowledge sharing is an 
important perspective. This is because a TPL firm in providing services to its customers 
has to act as a hub in a network where it deals and coordinates activities with both 
suppliers and customers. That is the logistic firm acts as the locus company that 
coordinates activities, either vertically with different suppliers or horizontally with the same 
sub-suppliers as a way to acquire the necessary services for their customers (Berglund, 
2000). Therefore knowledge sharing or networking can be crucial in its ability to enhance 
the firm’s innovation and thus sustaining it. 

For the reason above it will be best to discuss in the next section the aspect of knowledge 
sharing as part of being in a network, as it has been stated many times above that this is an 
important aspect for innovation for logistics companies. 

2.5.1.  Knowledge Sharing in a Network 

One way to achieve the management of knowledge as to lead to innovation and 
competitive advantages is through knowledge sharing in networks (Dyer and Nobeoka, 
2000, Dyer et al., 2001). This aspect of knowledge sharing could specifically apply to 
logistics and TPL firms, because they are constantly dealing with knowledge it be it from 
their customers or suppliers.

Kogut and Zander (1992, p.383) argue that “what firms do better than markets is the 
sharing and transfer of the knowledge of individuals and groups within an organization.” 
They further argue that, knowledge is to be understood as being part of the individual, 
therefore knowledge is not only physically located in the organization, but also a part of 
the individuals and groups within and outside the organization that are constantly 
interacting together to do business. In other words, these type of knowledge is what is 
called tacit and explicit knowledge and are an important prerequisite for innovation 
(Leonard and Sensiper, 1998, Lubit, 2001, Seidler-de Alwis and Hartmann, 2008, Chapman 
et al., 2002, Nonaka, 1994, Dyer and Nobeoka, 2000, Kogut, 2000). These interaction leads 
to a mental identity that is shared, which has the consequence of lowering the costs of 
communication, but also helps establishes explicit and tacit rules of coordinations (Kogut, 
2000). Dyer and Ouchi, agree with the above by saying that, knowledge sharing through 
vertical integration of suppliers has proven hugely successful and profitable for Japanese 
firms by it providing a few direct suppliers and customized investments. 

Dyer and Ouchi (1993) further argue that, this in the long run will remove the suppliers 
from the discipline of the market and essentially eliminate the need for them to compete, 
because the supplier have a captive customer base, hence killing the need to innovate or to 
make constant improvements. However the above is not usually the case for a Japanese 
partnership with their suppliers (Dyer and Nobeoka, 2000, Dyer and Ouchi, 1993, Lincoln 
et al., 1992). The reason for this is because the Japanese firms use two mechanism that 
guarantees the supplier cooperation in both continues cost reduction and improved quality. 
These two mechanism are  (Dyer and Ouchi, 1993, pp. 55-58): 

• First mechanism is achieved through providing assistance to the weaker supplier. Here 
the Japanese firm employs two vendor policy, even at the cost of loosing economy of 
scale. Then assistance is provided to the weaker supplier, usually openly with the 
stronger supplier observing. These forces the suppliers to compete and try to overdue 
each other.

• The second mechanism is based on the experience curve pricing. Here, because of the 
knowledge sharing that is taking place in the network between the suppliers and 
Japanese firm, the suppliers cost are expected to fall in its life cycle. What this means is 
that a price path is set in advance that reflects the reasonable expectation of learning by 

11



the supplier and the more they learn the better and efficient they can provide their 
services, and hence they are expected to lower prices in the long run. 

Although in the second mechanism, if the lower price is demanded as part of the 
knowledge sharing processes it might lead to the opposite effect of suppliers not wanting 
to join the networks (Dyer and Nobeoka, 2000). For example, Toyota in creating 
knowledge sharing networks  showed clearly that it did not demand lower prices in the 
short run. That is Toyota was willing to forgo the asking of lower prices in the short run 
and focus on building their suppliers competence and then in the long run when their 
suppliers were sufficient and only then will they ask for the price lowering of their services 
(Dyer and Nobeoka, 2000). Compared to GM where they demanded the suppliers to lower 
their prices as part of the incentives of joining there networks (Dyer and Nobeoka, 2000). 
This had the negative consequence for GM, where their suppliers openly admitted that 
they preferred to be part of the Toyota knowledge sharing networks than that of the GMs, 
due to this fact (see Dyer and Nobeoka, 2000).

Kogut (2000) adds that, although there are a lot of benefits of sharing knowledge in 
networks, there should be a distinction between being in a network where you are able to 
share information or technology and as being part of a network and were there is open 
access to knowledge sharing by full cooperation between the parties involved. The first one 
is based on both parties involved having a mutual agreement of some sort that leads to a 
compensation. While the later is more sophisticated relationship with mutual 
interdependency for economical gains, that can develop principles of coordinations that 
improve their whole performance, e.g. improving the whole performance of the supply 
chain, thus leading to better competitive advantage (Kogut, 2000, Dyer and Nobeoka, 
2000). A good example of this type of knowledge sharing is that of Toyota and its first tier 
supplier (see Dyer and Nobeoka, 2000).

Corner and Prahalad (1996) agree with the above by saying that, sharing of knowledge is 
also dependent on the nature of the relationship. Therefore the business activity is effected 
by the  cooperation of the different firms. For example, if firm X and firm Y decide to 
either work together fully or complete the same task as independent contractors, depending 
on this decision, the result will be either a pursuit of the same goal or a pursuit of different 
individual goals, thus effecting the knowledge applied to the business activity (Conner and 
Prahalad, 1996).

The concept of knowledge sharing through cooperation and networking is important, 
because logistics firms like Toyota Corporation, can create competitive advantage by being 
better through knowledge sharing and collaboration in their supply chain networks. But 
most importantly it can also provide opportunities for the these companies to cut cost by 
creating customized investments together with their suppliers or customers (Dyer and 
Nobeoka, 2000, Kale et al., 2002). 

Therefore to further the understanding of this aspect knowledge sharing benefits, the rest 
of this chapter will look at Dyer and Nobeoka (2000) as an example case study, where 
show how Toyota shared knowledge with its first tier suppliers as a way to be innovation to 
their company and to their industry as a whole.

2.6.  Knowledge sharing benefits ( Toyota’s Case study)

An important prerequisite for innovation is that there has to be knowledge that will lead to 
its creation. The changing nature of the global economy which has contributed to the 
explosion of richness and reach of knowledge has led to innovation becoming more 
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complex (Marina, 2007). Therefore it is important for management to manage knowledge 
in order for innovation to be successful (Tushman and Anderson, 2004). 

According to Nonaka (1994), we are today living in a society that is a “knowledge society “ 
therefore its crucial for larger firms to understand the importance of knowledge 
concerning innovation, be it technological innovation, product innovation or strategic or 
organizational innovation. Nonaka (1994) further argues that this rises the question on how 
the organizations should process knowledge and more importantly how they should create 
new knowledge so as to foster and manage successful innovations.

Dyer  and Nobeoka (2000, p. 352) looks at knowledge innovation from the aspect of 
sharing by saying , “... diversity of knowledge that resides within a network is much greater 
than that which resides in a single firm. Consequently, if the network can get its members 
to ‘cooperate in a social community’ it will create learning opportunities far superior to 
firms that do not reside within such a network.” This has been true from studies of 
biotech and technological companies, where it has shown that the companies that have 
been part of network, have been more successful with innovation than the companies in 
the same industries that have tried to innovate in isolation (see Powell et al., 1996). Success 
of innovation and competitive advantages, can be achieved if there is a way for the firms 
involved to be able to share knowledge in a fare and mutual beneficial way (Prahalad, 1976, 
Conner and Prahalad, 1996).

According to Dyer and Nobeoka (2000), these can be achieved through four network-level 
of knowledge sharing processes which are (from the study of Toyota’s knowledge sharing 
processes):

• Supplier association
• Consulting teams.
• Voluntary learning teams
• Inter-firm employee transfers.

2.6.1.  Supplier association 

The supplier association also know as the “Kyohokai” and was established 1943 by Toyota 
corporation in Japan, was a way to promote “mutual friendship” between Toyota and parts  
of their suppliers as a way for them to exchange technical information (Dyer and Nobeoka, 
2000). This later evolved in 1996 into a kyohokai that had three purposes: (1) information 
sharing of between Toyota and its suppliers; (2) mutual trainings and developments 
between the companies involved in the network and; (3) socializing events (Dyer and 
Nobeoka, 2000). 

This was a very successful way for Toyota to create knowledge sharing with its suppliers 
that lead to innovations for its company (Dyer and Nobeoka, 2000).  Flint et al., 2005 
agrees with this, but from a customer perspective, where he suggests a similar technique 
could be used by logistic managers to collect customer clues that will lead to better 
innovations for the company.

Therefore from a logistics firm perspective, it will be best to replicate the “kyohokai” with 
their customer and suppliers as it will help with the innovation processes. For example it 
could lead to innovation through collaborating with both the customer and the suppliers. 
The main benefit of involving the customer in the kyohakai will be that, the TPL firm will 
be proactively coming up with with new ways to create customer value together with their 
customers, instead of reactively as its usually done (Flint et al., 2008, Flint et al., 2005b, 
Chapman and Magnusson, 2006).
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2.6.2.  Consulting Teams 

Toyota has an Operation Management Consulting Division (OMCD), that was established 
in the mid-1960s, with purpose of solving operational problems both at Toyota and their 
suppliers (Dyer and Nobeoka, 2000). The main purpose the OMCD’s is to acquire, store 
and diffuse valuable production knowledge through out the Toyota’s production network. 
This also lead to a lot of benefits for Toyota, for example it created possibilities for the 
company to diffuse the “know-how” or tacit knowledge, but also better collaboration and 
relation buildings with its suppliers (Dyer and Nobeoka, 2000).

These could also be replicated in a Logistic firms, where the benefits will be a closer 
relation with between the firms suppliers and their customers in order to create knowledge 
that can be collected, shared and diffused thus leading to tacit knowledge with the benefit 
of  creating sustainable innovation and huge profits for those companies involved. 

2.6.3.  Voluntary Learning Teams 

Another role of Toyota’s OMCD was in organizing a voluntary learning teams called 
“jishuken”. This teams consisted of 50 to 60 of its key suppliers, with the main purpose of 
assisting each other with the productivity and quality improvements (Dyer and Nobeoka, 
2000). The benefit for Toyota with jishuken was that it helped Toyota learn what is being 
learned by its supplier and thus keeping them abreast with new ideas and better innovation 
than their competitors (Dyer and Nobeoka, 2000). 

This could be replicated in a logistic company were it could be used to create both external 
and internal “jishukens”, where then the diffusion knowledge in the organization and in 
their whole supply chain networks is shared through these teams.  For example the logistic 
firms, could create a learning teams that moves around (as volunteers) through out the 
different companies of their suppliers and customers in their network diffusing and sharing  
knowledge. This of course will help these companies come up with the tacit knowledge 
that could help them create better sustainable innovations (Dyer and Nobeoka, 2000).

2.6.4.  Inter firm employee transfers

The practice of the inter-firm employee transfer is known as “shukko” and its a practice 
that is well known in Japan and it was used as means of helping large assemblers to 
maintain the control of their suppliers and as way to cut or shed unwanted employees 
(Dyer and Nobeoka, 2000, Dyer and Ouchi, 1993, Lincoln et al., 1992). However from the 
Toyota’s perspective the shukko is used as a way of creating a network identity where the 
knowledge can be transferred from Toyota to their suppliers (Dyer and Nobeoka, 2000). 
Toyota does this by sending its employees (sometimes 120-130 individual) to their supplier 
firms for either temporary or permanent positions (Dyer and Nobeoka, 2000).

This is another opportunity by using the shukko a logistic firm could create not only better 
bonds with their suppliers, but also have the benefit of both the organization and its 
suppliers learning from each other, thus again also leading to knowledge that can be 
contributed to creations of  sustainable innovations. 

To summarize the knowledge creations of Toyota with its first-tier suppliers and how the 
explicit and tacit knowledge is diffused through out the organization is shown in Figures 4 
and 5 below. In figure 4 below, the  knowledge sharing network is a process mechanism 
that is capable of efficiently transferring knowledge (both explicit and tacit) in multilateral 
and bilateral setting (Dyer and Nobeoka, 2000) as in Figure 5. For example for the need to 
transfer explicit knowledge, a suitable means will be the supplier association meetings 
where the knowledge sharing will be to create a way to diffuse the knowledge through out 
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the whole network  etc. But this by itself won’t lead to much benefits, but in combining 
this with the jishuken and consulting team and the shuko, the firms can create 
opportunities for both knowledge creation and diffusion of tacit knowledge that could lead 
to innovation and competitive advantages (Dyer and Nobeoka, 2000).

Figure 4: Toyota’s Network level Knowledge-Sharing Processes, Source: Dyer and Noboeka (2000, p.363)

This proves the case that, in order for innovation to be successful there has to be 
combination of both explicit and tacit knowledge, but most importantly that knowledge 
and innovation is led by the interaction of human activities. Hence knowledge sharing 
between in the interacting humans is important factor for innovation success (Xu et al., 
2010, Nonaka, 1994, Conner and Prahalad, 1996, Kogut and Zander, 1992, Chiu-Yao, 
2012, Marina, 2007, Gloet and Terziovski, 2004). 

For logistics firms it is important to manage the interactions with their suppliers and 
customers as to lead to better knowledge sharing and thus a mature effective knowledge 
sharing networks (see Figure 5 below), that will provide them with the explicit and tacit 
knowledge for better and sustainable innovation for their organizations. That is logistic 
firms need to create something that is similar to the supplier associations, consulting teams,  
jishukens and the shukos of Toyota in order to create sustainable and profitable 
innovations.
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Knowledge-Sharing Network

Figure 5:  Knowledge-Sharing Network, Source: Dyer and Noboeka (2000, p.363)

2.7.  Summary of the Literature Review
The purpose of this research has been to investigate (from an overview perspective) how 
logistics and TPL firms innovate and how the innovation relates to knowledge sharing.  
This lead to the following the research questions below: 

1. How do logistic firm innovate?
2.  How does the innovation process of  logistic firms relate to knowledge sharing?
Therefore in accordance to the research purpose and the research question above, four 
main themes were identified and reviewed (innovation, logistics, TPL and knowledge 
sharing). These main themes are shown in Figure 6 in the next page: 
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Figure 6: Framework of  the overall Literature Review (Literature Review Summary). 

In the first part of the framework, the innovation topic was reviewed from a general 
perspective, mostly focusing on in its definition. For the purpose of this research 
innovation does not have to be a radical change, but it is considered to be anything that is 
new to the organization or the organizations customers and this is the stand that is taken 
for this research. Therefore innovation from the logistics firms has two main aspects. The 
first one innovation can be any organization improvements that leads to better ways to 
serve their customers or cut costs. Second innovation is considered as any “new” way of 
providing added value to their customers, usually the first aspect is usually not considered 
to be innovation, while the later is considered to be innovation by the logistic managers 
(Wallenburg, 2009b). 

Next in the review the logistics and how the logistics relates to innovation is reviewed, 
where two concepts of logistics and innovation are looked at and they are: Logistics in the 
context of innovation, as to give an idea on how logistics relates to innovation and logistics 
innovations on how they innovate in general. The logistics innovation part is also 
concerned with how logistic firms should innovate and for this purpose a model by Flint et 
al., (2005) is presented as to show how logistics firms should innovate as processes 
towards(external) their customers. Importantly here is that innovation is considered from a 
process perspective and again this is the stand that is taken for this research. That is 
innovation is only investigated and discussed from its process perspective and not on any 
technical or technological view of innovation, e.g. what type of technologies do the 
investigated companies have etc. 

Third party logistics (TPL) is also discussed (next) as to provide an overview on these 
companies. The reason for this it of the interest of this research is because TPL companies 
are an important part of logistic companies. This being the case, TPL as a service provider 
(concerned with TPLs definition) and TPL classification are reviewed. Here a TPL 
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classification models by Hertz and Alfredsson, (2003), that provides a description through 
classifying who are the real TPL providers (see Figures 1 and 2), is reviewed. The TPLs are 
classified in accordance to how far they  adapt and customize their resources as to provide 
services to their customers. That is the higher the adaptation and customization of their 
organization resources to their customers, the higher the possibility for the firm to being a 
real TPL provider (Hertz and Alfredsson, 2003). In other words, the more the complexity 
of the service that is being provided by a firm in serving its customers, the higher the 
chances of  the company being a real TPL (or a 4PL) firm.

The last theme of this research is the knowledge part and this part is reviewed from the 
perspective of, knowledge definition, knowledge sharing as part of a network and 
knowledge sharing benefits. There are two things that are important in this part. The first 
important point is, there are no specific literature review on the topic of knowledge sharing 
from logistics or TPLs perspective. Therefore most of the literature reviewed in this part is 
based from a cross sectional studies. The second important point is, a case study of Toyota 
by Dyer and Nobeoka (2000), is used as an example to show the benefits that can be 
associated to knowledge sharing and to help in providing a better insight into this issue.

Through reviewing the benefits of knowledge sharing it emphasized the importance of 
knowledge sharing as a contribution to innovation. Therefore it would be interesting for 
this research to come up with a theoretical framework on how logistic companies can use 
this as part of  their innovation process. This will be presented in the next section.

2.8.  Synthesis 

The advantages for logistics and TPL firms of being part of cooperation network (like that 
of Toyota),  are that knowledge is effectively generated, because the individual’s will feel as 
being part of a group with a shared sense of purpose, goals and values (Dyer and 
Nobeoka, 2000). But most importantly the identities of the firms involved are defined by 
the network boundaries, that creates a sense of belonging with the interaction of the 
individuals forming their own common language and common framework for actions 
(Kogut, 2000, Dyer and Nobeoka, 2000). 

In sharing knowledge and collaborating through out their supply chain, the logistics firms 
(like Toyota Corporations), can create huge benefits like providing opportunities of 
learning from each other, creation of tacit knowledge that can lead to better sustainable 
innovation and most importantly can also provide opportunities to cut costs by creating 
shared efficiencies and customized investments and sharing of risks between these 
companies (Dyer and Nobeoka, 2000, Kale et al., 2002, Nonaka, 1994). Therefore its 
important for the logistics and TPL companies to consider the concept of knowledge 
sharing as an important prerequisite that could lead to innovation and cost cutting 
opportunities (associated mainly to innovation costs) through shared investments.

This knowledge sharing activities that could would lead to innovations is shown in Figure 7 
in the next page, where it shows the companies share knowledge both internally in their 
organization and as well externally with both their suppliers and customers which then 
leads to innovations for the logistic companies. 
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Figure 7:  Theoretical Framework of  Innovation through Knowledge Sharing 

Logistic companies need to take advantage of the the Figure 7 theoretical framework 
above, because in doing so it will help the company innovate, but also it will also lead to 
better sustainable innovation that will create (long term) bigger profits for their 
organizations.

Also important for a logistic company is that it needs to look at innovation as a process 
and not as a function, if they are to succeed in being innovative. But most importantly it 
will help the organization overcome the innovation barriers, like functional silos, keeping 
the customers focus, implement the right strategy etc.

 Another important point is that these companies in considering innovation or technology 
innovation, they  first  need to fully answer the following four questions (Eliyahu, 2005).

•  What can they get out of the innovation or technology (what is the capacity of the 
technology)?

•  For what reasons do they want to innovate or get the technology (do they really need 
the technology or innovation)?

• What was their current situation before the innovation or technology and how can they 
adjust their current situation to be able to accommodate the innovation or the 
technology ?

• What changes to their current situation do they need to do in order to accommodate the 
new technology or innovation?

In combining all the three methods above (knowledge sharing, innovation as a process and 
answering the four questions before embarking on technology innovations), the logistic 
companies will succeed in getting the full benefits out of technologies and innovations and 
also be able to sustain these benefits. But most importantly in thinking of innovation as a 
process it will provide better organization cultures as to when it comes to innovation, 
therefore helping theses companies to better deal and eliminate the issues like functional 
silos, localized thinkings, bad strategies etc, which could be barriers to innovations.
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3.  Methodology 

A researcher has to have a good comprehension of the ontological and their 
epistemological that underlies their research paradigm (Guba and Lincoln, 1990). The 
ontological is concerned with the the philosophy of the research. While the 
epistemological is based on how you acquire the knowledge of your research (Yin, 2008) 
and this is concerned with the research design and data collection aspects. 

Therefore in this chapter the chosen ontological based on the ontological stand (of 
philosophical  stand) will be discussed in section 3.1, then 3.2 and 3.3 will discuss research 
design and the validation of the research respectively. This will be followed by section 3.4 
data collections will be discussed, followed by 3.5 on discussion on the data analysis 
technique. Lastly a brief  conclusion of  chapter 3 will be presented in section 3.6.

3.1.  Ontological stand
Philosophy (or ontological paradigm), is considered to be one of the oldest academic 
disciplines in academic world. The philosophy is focused on how as human beings we 
make assumptions regarding the nature of  the world around us (Alan, 2004, Yin, 2008).

In the field of supply chain management and logistics the philosophical stand of positivism 
is considered to be the dominant ontological research paradigm (Mentzer and Kahn, 1995, 
Mears-Young and Jackson, 1997, Spens, 2006). The positivism research paradigm is 
concerned with the philosophical stance of a natural scientist. Here the preferred research 
“working” is based on observing the social reality and the achieved results is that of a law 
like generalization as that produced by the physical and natural scientist (Saunders et al., 
2009), therefore the positivism is usually  based on theoretical perspective, which would be 
to abstract for this research. 

Therefore in this study, the philosophical stand or ontological stand will be the 
epistemology of “critical realism”. Here critical realism is based on experiencing the things 
that we understand not only through feeling or sensations (theories), but also through 
seeing (their reality), thus its not enough only to know about something, its also important 
to see how its applied in reality (Saunders et al., 2009, Alan, 2004, Yin, 2008). Having 
established the philosophical stand, next to discuss will the research design.

3.2.  Research Design 
According to Alan (2004), in general there are two kinds of research approaches, 
quantitative and qualitative (or a combination of the two). A quantitative approach has the 
emphasis primarily on data collection techniques through questionnaires or analysis 
procedures with emphasis on data collected through statistical analysis (Yin, 2008, Quin 
and Keoug, 2002). 

According to Quinn and Keoug (2002), researchers who choose the quantitative data 
approach have a clear idea of what they are researching, hence they can use tools such as 
questionnaires to collect data. As such, the focus of this type of research is based on 
preciseness in terms of analyzing collected data that had been collected through for 
example statistical analysis tools (Yin, 1994). In contrast, a qualitative approach has the 
emphasis on data techniques such as interviews and its data analysis procedure is based on 
non-numerical data collections (Saunders et al., 2009). The qualitative research is used to 
gain an in-depth study into the topics of the cases and/or participants being studied 
(Fisher and Buglear, 2007). Qualitative data often involves interview and observation with 
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the purpose of wanting to understand the observations and information given by 
participants (Yin, 2008). 

Since the purpose of this study is investigating how logistic and TPL companies innovate 
and how this innovation relates to knowledge sharing, a suitable research approach for this 
study will be a qualitative and a case-study approach, as this will allow an in-depth answers 
to be achieved through interviewing experts concerning this topic. Hence for the purpose 
of this research there will be three main aspects that are an important design and this are 
shown below in Figure 8.

The point with the research triangulation below is to show how my whole research are 
interrelated where multiple methods are used to answer the research questions. The 
fundamental key for this research is the research questions, then the literature on 
innovation and knowledge sharing from a logistic perspective and cross studies are 
reviewed in order to get a proper and deeper understanding to help answer the research 
questions. This is followed by the empirical (of multiple companies and interviewees) that 
further investigates how logistic companies innovate and how the innovation relates to 
knowledge sharing in practice or in reality. Lastly is the analyze of all the collected data (see 
analysis section below) using both the empirical and the literature review  to give a full 
understanding of the stated research questions and the results are presented in a 
conclusion.

The Research Triangulation
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Figure 8: A Triangulation showing the design of  my research

3.3.  Internal and External Validity of the Research

According to Yin (1994), triangulation is the use of multiple method as a way for 
researchers to create validity for their research. They argue that researchers can create 
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internal validity by either choosing multiple methods of obtaining data (methodological 
triangulation) for their research; or sampling data at different times, in different places, 
from different peoples (data triangulation); or in using different theories (theory 
triangulations). For this research the internal validity was created through the data 
triangulation (see Figure 8), where the research has used literature reviews to build the 
theory of the research subjects, then on using interviews (empirical) from different Senior 
managers with positions of marketing, sales and process management (this are the 
positions that relate closely to the research questions), from different organizations as to 
create the reality of how the subjects are pursued from an organization perspective and 
lastly in using an analysis line and focus coding technique to better analyze and find the 
links or relations between the literature and the empirical in order to answers the research 
questions.

Lastly Yin (1994), postulates that external validity is concerned with the general 
applicability of the research. That is the more general view and its general application the 
research is, the better external validity of the research (Yin, 1981). For this research, higher 
senior managers in marketing, sales and process management from different company were 
the interviewed which lead to a more general view answers to the research questions. That 
is the research has answered the following questions from a general perspective and thus 
the findings of this research can be applied to any logistic organization, hence this fulfills 
the external validation of  the research.

3.4.  Data Collection

Yin (1994 & 2008) argues that case-studies can be based upon single or multiple-case 
designs, where a multiple design must follow “replication” rather than sampling logic. Yin 
(1994 & 2008) points out that generalization of results, from either single or multiple 
designs, is made to theory and not to populations and this will be the approach used in 
Chapter 4 when interpreting the results of  the interviews.

Yin (1994, p. 64) recommended the use of a particular protocol as part of a carefully 
designed research project that includes the following sections:

• Overview of  the project (project objectives and case study issues).

• Field procedures (credentials and access to sites).

• Questions (specific questions that the investigator must consider during data 
collection).

• Guide for the report (outline, format for the narrative). 

According to Stake (1995) and Yin (1994), there are six identified sources of evidence in 
case studies: 

• Documents.
• Archival records.
•  Interviews.
• Direct observation.
• Participant-observation.
• Physical artifacts.
Most specific for this thesis will be the documents and interview  sources of evidence, and 
both of these two aspects will be discussed from the context of this studies secondary and 
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primary data. The documents are part of the secondary data, while interviews will part of 
the primary data collection.

3.4.1.  Secondary Data Collection: Documents

Documents serve to back up the evidence from other sources (Yin, 1994, Yin, 2008). 
Documents could be letters, memoranda, agendas, administrative documents, newspaper 
articles, or any document that is related to the investigation (Yin, 1994). 

Documents are part of the secondary data collection for this thesis. The data was collected 
from external sources consisting of management and academic journals; these formed the 
main part of the literature review. The goal with the secondary data is to provide an 
evaluation of  the logistics innovation and knowledge sharing .

3.4.2.  Primary Data Collection: Interviews

Interviews are one of the most important sources of case study information. There are 
several forms of interviews that are possible: open-ended, focused (or semi-structured), 
and structured (or survey) (Yin, 1994, Stake, 1995, Yin, 2008). For example in an open-
ended interview, key respondents are used to obtain information about certain events (even 
offering solutions), and to support evidence obtained from the other elements of the 
research. It is also important for the researcher to not become dependent on a single 
informant, and to seek the same data from other sources to confirm the accuracy (Yin, 
1994; Stake, 1995). 

According to Yin (1994), the focused interview is used in a situation where the respondent 
is usually answering a set questions but with the possibility to deviate from the list based 
upon their answers; the structured interview is similar to a survey, and is used to gather 
data in larger studies; and open-ended interviews generally focus on a single question and 
allows the interviewee to respond and guide the interview. For this qualitative case-study 
research, a focus (or semi-structure) interview method will be chosen. Based on this 
method, an interview question is prepared before the interview meetings, and this 
interview question will relate to the research questions (see Appendix A) . 

For the purposes and constraints of this study, focused (or semi-structured) interview was 
used and the data was collected from multiple informants where they were all interviewed 
and the same method and questions were used. The interview was based on a script of 
questions that lead to an in-depth understanding on how the company innovates and how 
this innovation relates to knowledge sharing.

3.5.  Cases

 The data collection of this study research is partly based on interviews of senior managers 
of Logistic Companies and experts of the company that deal with innovation, and partly 
on reviewing the literature review concept of innovation and knowledge sharing as the 
secondary data. The two collected data helps in answering the following research questions:

1. How do logistic firm innovate?
2.  How does the innovation process of  logistic firms relate to knowledge sharing?
There were three companies that were studied as part of this research and the empirical 
data was collected from these three companies. All three companies are logistic companies, 
one company is a specific TPL and one is a dedicated logistic sea freight forwarder, while 
the last company is both sea and air freight forwarder, a TPL and 4PL. These three 
companies were chosen because they specifically cover the whole aspects of logistics and 
this is an important factor for this research. 
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But it should also be mentioned specific functions of sales, marketing and process 
management were the targeted positions of the interviewees. This was done on purpose, 
because sales and marketing are usually concerned with how the company deals with its 
customers in providing current and new solutions, while process managers deal are 
enablers for marketing and sales in providing this solutions. Hence this was the reasons 
why they were chosen as they were in the best positions to talk about how their companies 
innovate and how the innovation relates to knowledge sharing. These interviewees of the 
three companies are presented Table1 below.

Table 1: Interviewees and their companies etc .

Name of  the 
Interviewee

Position of  the 
interviewee

Interviewees 
Company’s 

Name

Type of  the 
Interview

Date of  
the 

Interview

Anders 
Larsson

Sales Director Green Cargo 
Logistics AB

Face To 
Face

2012-03-28

Niklas 
Magdeburg

Director of  Sales 
& Marketing

Kuehne + Nagel Face To 
Face

2012-03-29

Crippa Nilsson National 
AirFreight 
Director

Kuehne + Nagel Face To 
Face

2012-04-04

Sophie 
Krönlein

Senior Manager 
of  SeaFreight and 
Operations

Kuehne + Nagel Face To 
Face

2012-04-13

John Hansson Process 
Excellence 
General Manager, 
Scandinavia

Maersk Line Face To 
Face

2012-04-25

It is also important to mention here that, the focus of this research was to get an overview 
on how logistic companies innovate and how the innovation relates to knowledge sharing. 
To achieve this point only senior managers of the  interested company’s were interviewed 
and the targeted companies were from a middle size (+2000) to bigger companies  (+50) . 
The reason being in interviewing these senior managers and the different size companies, it 
was easier to get an overview perspective rather than getting the details or specifics  of how 
they innovate and its relations to knowledge sharing.

Next section of the methodology discusses how the collected empirical data will be 
analyzed.

3.6.   Analysis of the Collected Data
In order to interpret the data, there must first be an analysis strategy that will lead to 
conclusions. Yin (1994 & 2008) presented two strategies for general use: the first is to rely 
on theoretical propositions of the study, and then to analyze the evidence based on those 
propositions. The other technique is to develop a case description. For this study, the 
second option will be chosen since it is both an exploration of the theoretical approaches, 
as well as on a relatively new topic  that so far does not have a lot of  research based on it.
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According to Yin (1994 & 2008), if the case study is an explanatory one, patterns found 
during the course of the interviews should be related to the main and sub-research 
question(s), whereas if it is a descriptive study, the predicted pattern must be defined prior 
to data collection. Yin (1994) further argues that researchers should try to produce an 
analysis of  the highest quality. 

In order to accomplish the above, he presents four principles that the researcher should 
aim for and these are:

• Show that the analysis relied on all the relevant evidence;
•  Include all major rival interpretations in the analysis;
• Address the most significant aspect of  the case study; and
• Use the researcher's prior, expert knowledge to further the analysis.
To achieve all of the above, the research relied on both the literature review (as a basis to 
build knowledge of the relevant themes), then suitable companies were interviewed as to 
gain further knowledge on how (in real) they innovate and also on how the innovation 
relates to knowledge sharing. The collected data was analyzed using a color coding 
technique. This was borrowed from the grounded theory technique of line and focus 
coding as to sift out the main points (Kathy, 2011) of the collected data. The line coding 
was comments collected from the sentences which then lead to focus coding of whole 
paragraphs as to lead to categories. Then the categories were collected as the common 
themes. These collected common themes were then used to discuss and compared and 
compared to the theories, which then led to conclusion of  the research.

3.7.  Methodological Limitations

The limitations was in not having enough time and budget (due to the distance being far) 
to study more companies (instead of only three) or even having more interview in the 
same companies as to look more deeper into the aspects of how logistic firms innovate 
and how the innovation relates to knowledge sharing. 

3.7.  Conclusion

In this chapter, the methods for this study were discussed and explanations were given for 
the choices made and the limitation was also explained. Since this research is based on a 
case study qualitative approach, the analytical strategy is based on a research question that 
is then used to analyze the evidence based on this proposition. 
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4.  Empirical Data 

All three companies that were studied cover the whole logistics, from a forwarder all the 
way to a 4PL or lead logistics . This is one of the main reasons why these three companies 
were chosen. The empirical findings of each of the three companies, there background 
(see Appendix B-D) and the four main themes collected from the analyses, which are 
logistic companies classification, innovation, innovation culture and knowledge sharing are 
presented  in this chapter.

4.1. Green Cargo Logistics AB 

4.1.1.  Company Background

For the company background see Appendix B.

4.1.2. Logistic Company’s Classification 

Green Cargo is a third party logistics (TPL) therefore they focus on a small part of the 
market and dedicate fully their resources to satisfy these market. This was stated clearly by 
the interviewee when he said,

in Green Cargo I would say we are TPL or contract logistic company, that provides a 
very dedicated and complex solutions to our customers. For example we focus mainly 
on few industries, or you could say a niche in the industry and we focus all our resources 
and capabilities to create very sophisticated solutions for these customers (Anders 
Larsson Green Cargo Sales Director, 2012-03-28).

This statement coincides with the definition of a real TPL, where a TPL provider is 
classified as ones that is highly adapting to their customers needs and provides services that 
are of  both of  high quality and complexity in nature (Hertz and Alfredsson, 2003).

4.1.3.  Innovation 

Green Cargo Logistics AB, is a TPL company that builds on being a provider of innovative 
solutions and fully dedicated services to its customers. In order to achieve this, the 
company usually chooses a specific section (niche) of the market as stated by the statement 
below.

Green Cargo is one of the company that is good in being innovative. So innovation for 
us will mean meeting the demand by choosing a specific segment (niche) of our market 
and investing in developing the necessary skill that is required of this niche market and 
therefore coming up with innovative solutions to actually attract our customers to us. 
But we also focus only on this niche market and actually choose not to work with the 
rest of the market segments, because you can’t satisfy everybody. Example of segments 
that we focus on are a number of big providers of drink logistics, therefore we have a 
lot of importers of wines, spirits and beers, where we provide innovative solutions for 
their whole supply chain services etc (Anders Larsson Green Cargo Sales Director, 
2012-03-28).

The statement above, show that the company being a TPL only decided to focus on a 
specific industry, actually this proves the trend of TPL or logistic companies focusing on a 
smaller set of  industry markets.
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Innovations for Green Cargo Logistics AB, is usually driven by customer requests, but 
sometimes they proactively provide small incremental innovation or improvements, that 
leads to cost-efficient solutions for their customer and their organization. Although the 
company counts itself to be an innovative company, usually the innovation processes is 
based on ad-hoc basis as can be seen in the statement below. 

We usually innovate from a an ad-hoc basis, although we do plane sometimes, but 
mostly its more ad-hoc when it comes to innovation. For examples, when a warehouses 
is empty and we are forced to come up with new ideas to fill this empty warehouses or 
when we have to meet customer requirements, through for example a customer sends us 
requesting for quote (RFQ) asking for new solutions or just through management 
discussion groups, where ideas are created of capturing new market segments etc. But 
these being the case, internally we are always working on improving our processes as to 
be better in our services, but of course this we don’t call innovation, but for us it is 
innovation. Bigger innovation is more when we have great solution like a VMI offering 
to our customers or have a modern warehouse were we can offer the best technologies 
for our customers that we usually call innovations. Therefore technology we consider to 
be the biggest innovations for us, the better we are in this the better we are in 
innovations as a company (Anders Larsson Green Cargo Sales Director, 2012-03-28).

Green Cargo sees itself as a company that is innovative, but the innovation is based on 
their ability to chose a small sector of the market and come up with solution to satisfy the 
needs of this market. But they also consider the improvements or optimizations of their 
business processes as part of the innovation culture in their company, but they don’t call it 
innovation. In order to achieve all their innovation needs, technology and having the most 
advanced technologies is considered crucial. 

4.1.4. Innovation culture 

The innovation culture for Green Cargo is associated with top-down innovation and 
reactive innovations. This is because the company usually innovates by waiting for their 
customers to ask for solutions and they work together with their customers as to satisfy the 
need for these solutions. But usually when it comes to this, its the senior managers of the 
company that are working together with their key customers and then design the solutions 
necessary and it is pushed to the lower levels of  the organization to be implemented. 

The main reason why the company is reactive is because of the culture of the industry. 
In this industry we are usually reactive innovators, because the customers are constantly 
jumping from supplier to supplier, thus they are usually willing only to have short term 
contracts and this is the reason why its not worth to innovate in advance. But there are 
other reasons as well, the industry lacks well educated logistic managers that can see the 
whole picture, rather than just seeing only the part they play in the supply chain and if 
you tell them to proactively innovate, they will be thinking you are crazy, because they 
see that as a way to loose money or investments. That is they are only thinking about 
their short term goals. Another reason why is because the industry is a very low margin 
industry and therefore its not worth to invest on innovation, specifically when the 
customers are not willing to share risks with us, but only pushing all the risk to us 
(Anders Larsson Green Cargo Sales Director, 2012-03-28).

The above shows that innovation culture is associated to the industry players not willing to 
take risk to be proactive innovators. Therefor the company is not willing either to take 
innovation risks either.
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Another innovation culture in Green Cargo, is acquiring the best technologies, modernizing 
their warehouses and no knowledge sharing when it comes to other suppliers. But they try  
to work together with their customers and share knowledge as shown in the statement 
below.

In Green Cargo, we have meeting with our key customers (actually its the customer that 
arrange the meetings with us), where this customers in the meeting might bring over  
(sometimes) one of their key suppliers and show the solution that they want from us, or 
sometimes they just want to discuss future market idea, and share knowledge with us on 
their markets and competitors etc and what solution they will expect from us etc 
(Anders Larsson Green Cargo Sales Director, 2012-03-28).

Therefore as shown in statement above, there are knowledge sharing happening between 
Green Cargo and their customers, although this is also reactive. But there is no knowledge 
sharing with it comes to their suppliers, unless the suppliers are brought in by their 
customers as a way to  make the company share knowledge with them.

4.1.5.  Knowledge Sharing  and Innovation culture

As many logistic or TPL companies Green Cargo AB does not share knowledge with its 
suppliers or other TPL companies. The reason why is stated clearly in the statement below.

The suppliers in this industry are usually competing with each other, because we don’t 
see each other collaborators, because we are fighting the same customers or same 
contracts, for this reason, its not easy then for us to share knowledge or work together, I 
think this is the main reason why (Anders Larsson Green Cargo Sales Director, 
2012-03-28).

But it can happen that the company does share knowledge sometimes with other suppliers 
or other TPL companies that it has to collaborate with to deliver a service to their 
customers. For example, Green Cargo sometimes will work together with freight 
forwarders like DHL or UPS or sometimes collaborate even with other TPL companies 
like Shenker Logistics AB in order to provide for their customer. At this moments of 
collaborations the companies share knowledge with each other. But this knowledge sharing 
is explicit knowledge, rather than the tacit knowledge which is an enabler of  innovation. 

Although there are not much knowledge sharing with its suppliers, Green Cargo does have 
knowledge sharing with its key customers as stated below. 

We at Green Cargo we have meetings with our key customers and their senior logistics 
managers, where important issues for example, challenges in the industry, talks about 
the customer’s competitors in the market or just talks about new technologies are 
discussed. This sometimes leads to the managers and customers collaborating and 
coming up with innovation solutions, so we do share knowledge and collaborate with 
our customers (Anders Larsson Green Cargo Sales Director, 2012-03-28).

Another aspect that the company uses to share knowledge, is through a dedicated team 
that is created with the purpose of  diffusing knowledge in the organization. 

In the company we a dedicated (newly created) team that has the  purpose of listening 
to the market, gathering information from both externally or internally, and diffusing 
this knowledge through out the whole organizations. This can happen that sometimes 
ideas can come up from the team which can be an innovation idea that can be 
implemented in the company. But at the moment the team are just message boys  rather 
a rather than a real innovation teams, but this does help create some knowledge sharing 
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internally in the organization. The team consists only of ten members and it is mainly 
used as a way for diffusing internal knowledge through out the organization, rather than 
a real innovation team at the moment. These being the case, the companies Senior 
managers do have 2-3 meeting a year to discuss ideas that might lead to new solutions 
or new innovations (Anders Larsson Green Cargo Sales Director, 2012-03-28).

 Hence when it comes to knowledge sharing, Green Cargo as a company does not do a lot 
of knowledge sharing both externally or internally. But the main reason why the internal 
knowledge is not happening is stated below.

In our organization, the problem with functional silos and localized thinking of 
managers thinking of their own bottom line is huge, that is also made worse by having 
many different IT systems. What we need is to find a way to create more standardized 
solutions, although its good sometimes to have different systems as we are from 
different regions, with different customers, but some sort of centralization will be good 
for the company and to contribute to better internal knowledge sharing solutions 
(Anders Larsson Green Cargo Sales Director, 2012-03-28). 

As seen from the statement the when it comes knowledge sharing the company has a few 
issues that are hindering them from sharing knowledge either externally and internally in 
their organizations.
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4.2.  Kuehne + Nagel (K&N)

4.2.1.  Company Background 

For company background information see Appendix C.

4.2.2.  Logistic Classification

Keuhne  + Nagel (K&N) is a logistics freight forwarder, a TPL and a 4PL, therefore the 
company is able to provide high quality and complex solution and at the same time also 
provide their customers with more standardized services or products. This is important 
and is emphasized below by the interviewee statement,

K&N has everything, e.g, depending on the needs of the customers, we either move in 
as freight forwarder, or a TPL or a 4PL,  it always depends on the business case that is 
created for the customer. The Definition itself is less important, having everything in 
the logistics, the customer needs can start with a simple logistics, that later can move to 
more complex  4PL solutions to the same customer and this is the key to get in and  sell 
more to the customer (Crippa Nilsson National Air Freight Director at K&N, 
2012-04-04).

Therefore based on statement above, K&N classificies itself in being a TPL, a 4PL (as a 
lead logistics) and at the same time they fit into the classification of being a standard 
logistic providers (see figure Figures 2 and 3), which is a logistic forwarder.

4.2.3. Innovation

One of their biggest innovation for Kuehne + Nagel are the constant expansions and 
business improvements that they have to do as a company. This is because due to their size 
and history the company is forced to innovate as to keep themselves in the forefront of 
their industries and way to do this is to have the right people with the right mindset to help 
the company innovate as stated below.

In order for the company to keep the culture of being innovative (due to being a global 
company that is constantly expanding), it is constantly looking and inviting the right 
people, at the right time with the right skills, to lead internal projects that helps the 
company innovate. For example the company has a global talent program, where the 
most high potentials are recruited and send to training, events, forums. This teams then 
are put in the right positions in the company where they can contribute with ideas for 
new solutions (on innovations) of serving its customers better etc. Importantly in 
putting all the talented team from different aspect of the global sectors of the company 
who both socially and professionally interact, has the consequence that leads to ideas or 
or knowledge to blossom and which then becomes innovations for the company 
(Crippa Nilsson National Air Freight Director at K&N, 2012-04-04).

Other examples of innovation for the Kuehen + Nagel is in the way they provide solutions 
to their customers which is based on being a business that has the possibility to offer the 
whole supply chain solution to their customers as was put in the statement below.

At K&N, For example, we might start with a customer wanting the standard logistic 
solutions like a freight forwarder, which might then change to an offering to the same 
customer a 4PL solutions (managing the whole supply chain of the customer). The 
customer might see this as an added values solutions from Kuene + Nagel, and be a 
satisfied customer, but we see it as a new innovation or new business solution. 
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The above statement shows that their goal is to come up with new innovative ways to make 
their customer outsource more services to them. Therefore innovation is very important 
for Kuehne + Nagel,  not only as way to keep itself in business, but also as a way for it to 
create customer loyalty and in getting new customer markets as well. 

Lastly innovation Keuhen + Nagel is also associated with being the best in technologies 
and constant small process optimization that they do as can seen from the statement below.

In K&N we are constantly working on improving the way we do our business, for 
example we have dedicated teams in Göterborg that has the only duty of working with 
lean and process improvements, of course we don’t call this internal improvements 
innovations, but they are, but we have also big innovation like for example starting with 
RFID for our customers Farmers, were it has revolutionized how we provide solution to 
them and this we call innovations. So technologies and by the way we the best in our 
industry if very important, that even sometimes it what makes the customer choose you 
as suppliers or not, so it can make or break a deal for this industry (Crippa Nilsson 
National Air Freight Director at K&N, 2012-04-04).

So having the best technologies in house is associated with innovation for K&N, but als the 
small improvements are innovation for the company, although they don’t call it 
innovations, while the innovation that directed towards the customers are called 
innovations.

4.2.4.  Innovation Culture 

The innovation culture is trying to move towards being proactive as stated in the statement 
below for K&N, where it also shows that for them innovation is not usually based only the 
customers asking for solution, but it comes from themselves as a company.

It is difficult to say that innovation is driven from our customers, suppliers or always 
from ourselves. I would say that a lot of our customers and potential customers are 
constantly looking for a very innovative suppliers, they want this every six months or 
every once a year. Other examples of innovations or the drivers of innovation for K&N 
is the need to be a  globalized company and it also depends on where you want to move 
as a company, for example if you want to move into being able to provide complex 
solutions, then its more that we have to be innovative and even proactively innovative 
and not be risk evasive. I would also say we are proactively innovating in K&N, this is 
because it is based on our long term goals. That is if innovation supports our long term 
goal, then we innovate and  it is not based on the customer or the customer’s that we 
have (Crippa Nilsson National Air Freight Director at K&N, 2012-04-04).

Having said that still innovation for K&N has a lot of barrier that makes the company hard 
for the company to be proactive in its innovation processes as seen in the statement below,

The way a problems were solved before (when i arrived), was that if a problem has been 
discovered, the people will whine about it, but nobody will fix the problem, but then the 
customer will complain, then the manager will assign a random task force to fix the 
problem and that is it. If the problem is fixed the customer is satisfied then its over, if 
the customer complains again the fixing goes on until the problem is solved.The issue 
here was there were no work process or work design of problem solving, also nothing 
was documented on lessons learned or how the issue was fixed etc. So every time it was 
only putting out fires than coming up with contingencies of this fires. But now instead 
of using fire fighting, we are trying to find the root cause and find out why the fire is 
happening (Sophie Krönlein Senior Manager of SeaFreight and Operations K&N, 
2012-04-13). 
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The statement above shows how ad-hoc or reactive the companies was in coming with 
optimized (innovations) or solutions for their customers. Although this is changing it must 
be said they are working on eradicating this culture

Another innovation culture for the company is being more of  top-down innovation, as its 
the senior managers that work with the key customers in the information gathering and 
they come up with the innovation solutions for the company.

Also another innovation culture is the focus on customers, where knowledge is shared and 
the company collaborates with its customers to come up with solutions. But here as well 
there is less to non knowledge sharing with their suppliers, the reason put perfectly by the 
statement below of  they don’t share knowledge with their suppliers. 

Main reason I would say that we compete is because we work as entities. For example 
Ericsson will have a lot of different suppliers, supplying products or services that they 
might need for different solutions, but usually this suppliers in being entities with each 
their own goals, we will constantly compete with each other  on prices and technologies 
so as to be the main supplier for Ericsson. Therefore this is the main reason why we as 
suppliers will not collaborate or share knowledge with each other (Niklas Magdeburg 
Sales and Marketing director K&N, 2012-03-29).

The statement shows the main reason why the company does not share knowledge with 
their suppliers, but actually starting to appear as pattern for the industry to not share 
knowledge with each other.

4.2.5.  Knowledge Sharing

Kuehne + Nagel understands the importance of knowledge sharing and its relations to 
innovations. The company has both internal and external knowledge sharing that is 
dedicated to innovation. Although when it comes to external knowledge sharing its usually 
only directed to the customers and no or less knowledge sharing takes place between the 
company and its suppliers.

One of the internal knowledge sharing that leads to innovation for the company is through 
their global’s company’s Wikipidia web page. Here the organization individuals can share 
knowledge with each other by putting ideas and knowledge of whatever they think is 
interesting for the organization. For example, managers in different regions or departments 
are  using the Wikipidia as means to share knowledge on best practices that could lead to 
innovations for the company.

Another example of knowledge sharing that contributes to innovation for the company is 
through customer gathering information, that the company participates in as stated in the 
statement below. 

Keuhne + Nagel invites its customers to forums or events, as a way to collect customer 
knowledge. But most importantly it also creates events were their senior logistic 
managers and their customers interact in events that are created as to stimulate 
knowledge. In this events, the  companies senior managers and the customers socialize 
and interact with each other and discuss and share knowledge that leads to innovations. 
The managers then use this collected tacit knowledge and come up with innovations, 
either in collaboration with their customers. An example of one innovation idea that has 
come up from this process, is one that has been implemented for their customers who 
were Famers, where they have implemented a RFID nearly 10 years ago, that has lead to 
huge benefits for the Farmers and also to the organization as well (Niklas Magdeburg 
Sales and Marketing director K&N, 2012-03-29).
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Two things are obvious from the above statement. The first, the company has a technique 
(see Figure 1), that is actually considered to be an innovation process as to when it comes 
to customers information gathering. The second, is that the innovation culture is a top-
down culture for K&N.

The company also has a think tank were the talented members (dedicated teams) of their 
organization are collected and here they share (tacit) knowledge with each other that leads 
sometimes to innovation for the company as was put by one the interviewees in the 
statement below.

The company has a pull of potential senior managers (or to be senior managers) that 
are collected from all over the organization, and this team are trained, with seminars, 
workshops, events (for socializing) and put in the right places in the organization where 
they can share knowledge and contribute to the organization for example in process 
improvements and other important activities as innovation as well, where if they come 
up with an innovation idea, then its put to the board members and if its approved then 
its implemented in the organization (Crippa Nilsson National Air Freight Director at 
K&N, 2012-04-04).

The above shows that Keuhne + Nagel, understands the benefits of internal knowledge 
sharing and how it can contribute or lead to innovation, that creates hugs benefits for both 
the organization and its customers and for these reason they have a talented dedicated 
teams (think tanks), which are created as a way to help the company be better in their 
internal innovations.

But still here it must be mentioned the knowledge sharing focus only based on customers 
and not with their suppliers, the reason being that they see themselves and their suppliers 
as entities that compete for the same customers.

Although the companies understands the benefits of knowledge sharing it still had to deal  
some issues  as when it comes to internal knowledge sharing, for example as was stated by 
one the interviewee in the statement below. 

A problem for us is that every department have their own goals, thus leading to a lot of 
different goals, which means that every department is competing with each other 
instead of working as one team. Solution will be to find a way to have all the 
departments work towards one goal. These means for that the company is not 
functionally integrated, there is still a lot of silo thinking, but at the board there are no 
silo thinking, there are more collaborations, working together,  coming down the middle 
and down line management there are no working or integrations. We are getting better 
with this, actually this is why  I was hired to this position, to help the organization 
improve on this issues, but its not an easy job as its a cultural change and this means 
changing the attitudes of the individuals. Its hard but we are getting there and we are 
still in our earlier phases, but we do see some progresses, but time  is always the main 
issue here(Sophie Krönlein Senior Manager of SeaFreight and Operations K&N, 
2012-04-13). 

This shows they are working to hard to eliminate this issues, but time is the main problem 
for them, because it takes a lot of time to change the attitudes or culture of the 
organizations.
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4.3.  Maersk Line

4.3.1 Company Background

For company background information see Appendix D. 

4.3.2.  Logistic Classification 

Maersk Line is a Sea freight forwarder, where they only provide standardized services based 
on shipping cargos through the sea from and to its destination in the most efficient and 
effective manner and it is the biggest company in its industry with over 108, 000 employees 
located in over 130 countries world wide. An interesting aspect of this company is that 
although it is a company fully based on providing commodity related or standard services, 
it still classifies itself as a company that does more than that. This is started clearly by the 
interviewee by saying that, 

we are differentiating ourselves by being able to take more and more management 
responsibilities from our customers, so that we not only do the shipping but try to 
integrate as many services of the supply chain in our offerings for our customers.... 
(John Hansson Maersk Line, General Manager, 2012-04-25). 

Based on the classification by Hertz and Alfredsson (2003), Maersk Line fall into the 
category of  the standard Logistic providers (see Figures 2 and  3).

4.3.3.  Innovation Culture 

Innovation culture for Maersk Line, used to be top-down, but they changed this to more 
bottom up as can be seen from the statement below.

Innovation in Mearsk used to be only top down, that is coming from center or board 
member (senior mangers) in Copenhagen that comes up with innovation ideas ..., but 
we are moving the innovation or design phases of the innovation to the front desk, 
instead of making a theory solution from the top ... the innovation ideas are being 
designed together with the front desks and middle managers then only if its successful 
is it rolled out through out the organization (John Hansson Maersk Line, General 
Manager, 2012-04-25).

The benefit here for this company was that it solved the issues that they used have before, 
like lose of resources or investments due to incompatibility of the innovation and the 
company or with sometimes even with their customer needs. One of the main reasons, 
why innovation should not be a top-down method is because, it lead to better innovation, 
when there can be better communications and knowledge sharing of best practices that can 
help the innovation succeed (see Figure 7). 

Another innovation culture for Maersk Line, is the same as the other two companies, that 
is its focused on their customers, where they create forums, events, socialization 
opportunities with their customers as a way to collect customer information gathering. But 
they do these for both their small and key customers. Although do have knowledge sharing 
with their customers, they have less to non information sharing with their suppliers and for 
same reasons as for the above two companies. But the difference for them is that they see 
the other (smaller)suppliers in their industry in collaboration and sharing knowledge as a 
way to compete with them as their considered to be the Goliath of  their industry.

Here also it must be mentioned another culture that company is working hard to overcome 
is the functional silos as stated in the statement below.
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We at Maersk are coming up with standardized processes for the whole organizations 
and working on having more of the same IT systems all through out the organizations. 
But this project is still at its early age (2 years) and need more time for us to reach our 
goals of getting rid of functional silos or “islands” (John Hansson Maersk Line, General 
Manager, 2012-04-25).

4.3.4.  Innovation 

Innovation for Maersk Line is synonymous with process excellence (PEX). That is the 
company considers in order for them to be innovative and come up with competitive 
solution to their customers they have to improve or optimize their processes as stated in 
the statement below.

In order to achieve this, Maersk Line has a dedicated team called the PEX team, which 
consists of top managers, middle managers and also front line managers with different 
six sigma belts. That is the higher the level of the management the higher the sigma belt 
one had. These team was made of 400 to 500 members from different regions, where 
they were given constant trainings on how to manage and improve their business 
processes of their organization. In improving their business processes through the PEX 
teams the company can serve their customers better. For this reason the company’s 
motto is “...better for the customer easier for us” and this is innovation for us (John 
Hansson Maersk Line, General Manager, 2012-04-25).

Although innovation as a process excellence(PEX) is important for the company, it must 
be stated that the company had other more radical innovations as well as seen in the 
statement below. 

We have other innovations for our company, for examples we have a new engine 
technologies that can change fuels to environmental friendly as to when we enter the 
city harbors and thus better for the environment or modernized shipping harbors that 
allows efficiencies and effective service for our customers or a new  (still in progress) 
innovation called daily Maersk where the customers are guaranteed daily delivery of a 
100%, where at the moment we are the only shipping company that can offer this to our 
customers (John Hansson Maersk Line, General Manager, 2012-04-25).

Most importantly for Maersk Line, innovation is led by having the right champions that can 
galvanize the organization on to the idea of project PEX. One example of this was in 
having a high senior manager (a General Manager) who is also an expert on Six Sigma belts 
and lean be the one that leads the project for the whole organization. That is having the 
top management with who is also an expert in the taught management trainings was 
important for the success of the project PEX for the company. Another example was one 
that was stated below:

A while ago we had a CPO (Chief Process Officer), who galvanized the whole 
organization to come up with innovation ideas through a game, the game was like 
trading game with fake money and the ones or teams that come up with the best games 
got richer (of course fake money), this game lead to the organization to harvest a lot of 
innovative ideas that the company still uses until today.... (John Hansson Maersk Line, 
General Manager, 2012-04-25).

The above is also part of the innovation culture of this company, that is having the right 
people to galvanize the organization into sharing knowledge that leads to innovation for 
the company. But it must also be stated here, innovation for Maersk Line is also associated 
with the PEX (process excellence) and also they agree technology is important for them as 
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a company to be innovative, the only difference here is that understand that technology 
without the right process for innovation is useless.

4.3.5.  Knowledge Sharing

Internal knowledge sharing for Maersk Line is something that they understand to be crucial 
for the company to be innovative. To help them acquire this goals, they have a lot of 
workshops and trainings that is aimed at all members of the organization. Usually this is 
done through the PEX projects, but sometimes they do have other training and work 
shops for those who are not in management positions in the organization as well. Maersk 
Line considers themselves to be very dedicated in providing trainings and workshops to 
their employees. This is because they consider in order for the company to better its 
relations and  provide innovative solutions to their customers they have to be able to have 
the proper internal trainings and knowledge sharing capabilities in place. 

Another important aspect for the company is the customer focus through knowledge 
sharing and collaborations. For example, the interviewee stated that,  “in Maersk most our 
innovations or food for thought comes from their customers” (John Hansson Maersk Line, 
General Manager, 2012-04-25). That is according to the company, the customers are the 
important ones who can define the added values. Therefore in order to achieve this, they 
often create customer information gathering sessions, where they arrange customer 
seminars, events, forums and invite them for dialogues (same as the first step of  Figure 1). 

But the above is usually done for the smaller customers, for the bigger or key customers  
they do it differently as was stated in the statement below

For our Key customers we usually set up something called cooperation forums were we 
try not to talk about money or deals, but talk on how we can transparently cooperate to 
come up with ways to innovate for better product solutions (this is also as Figure 1 stage 
1). Example of Key companies that they have this forums with are IKEA and Tetra etc. 
In this forums the have the customers senior managers, our their own product leaders 
and other organization manager with both black belts (Six Sigma) and green belts work 
together with the customers to come up with innovative solutions (John Hansson 
Maersk Line, General Manager, 2012-04-25) .

But when it comes to their suppliers the knowledge sharing is less to non as the other two 
companies as was mentioned in the statement below.

For knowledge sharing with the suppliers, for Maersk Line is usually does not happen 
because the industry is just like that, were mostly supplier are practical people and we 
only exchange only technical knowledge. That is if there is a knowledge sharing is 
usually based on formal relations, where only explicit or technical knowledge is shared 
with each other. But here the company finds that other suppliers in its industry are 
trying to collaborating and share knowledge or even sometimes merging their 
companies as a way to compete with them. For example, the G6 alliance contains 
OOCL, NYK, HAPAG LLOYD, APL, Hyundai & Mitsui, this are suppliers that found 
an alliance and usually competing with Maersk Line (John Hansson Maersk Line, 
General Manager, 2012-04-25).

Therefor although Maearsk Line does not share knowledge with their suppliers, they do see 
the smaller suppliers sharing knowledge with each other as a way to compete with them.
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5.  Analysis and Discussion

During the analysis process of color coding (see section 3.6) produced four main themes 
and they are: logistic companies classification, innovations, innovation culture and 
knowledge sharing. All this themes will be analyzed, discussed and compared to the 
literature review in sections 5.1 to 5.5

5.1.  Logistic companies classification

The three companies that were studied are fully classified as logistics companies. That is 
they all manage materials, services and informations from point of origin to the point of 
consumption in the most effective and efficient manner (Rutner and Langley Jr, 2000). 

Having said that, all three companies differ in their degree of complexity in servicing their 
customers. For example Green Cargo is a third party logistics (TPL) therefore they focus 
on a small part of the market and dedicate fully their resources to satisfy these market. 
While  second company studied Keuhne  + Nagel (K&N) is a logistics freight forwarder, a 
TPL and a 4PL, therefore the company is able to provide high quality and complexity 
solution and at the same time also provide their customers with more standardized services 
or products. Lastly the third company that was studied for this research is fully based only 
as a Sea freight forwarder, where they only provide standardized services based on shipping 
cargos through the sea from and to its destination in the most efficient and effective 
manner. 

An interesting aspect of Maersk Line is that although it is a company fully based on 
providing commodity related or standard services, it still classifies itself as a company that 
does more than that, meaning that is more than just forwarder or their goal is to become 
more than just a forwarder. This is actually the case for K&N, when it started its business 
only focusing on being a forwarder, but with the years it has evolved to a company that can 
provide the whole supply chain service to their customers. therefore this proves an 
important point which is that every logistics manager or companies are actually postulating 
that they are more than a provider of  standardized or commodity services. 

Hence logistic companies prefer to be acknowledged as being providers of complex 
solution or more added value solution (it seems to be the goal for logistic companies), 
rather than mere standard providers of services (Hertz and Alfredsson, 2003). This 
provision of complex solution is also associated with being innovative in the way the 
services are provided and this will be the discussion in the next section.

5.2.  Innovation

Innovation was important for all three companies, this was clearly stated many times where 
for example, innovation was related as being crucial in surviving in their industry etc.  
Therefore it was clear that for all three companies to succeed in their business they had to 
innovate or become obsolete. Main reasons for this is the logistic industry is a highly 
competitive industry and this factor will keep on increasing in the future (Wallenburg, 
2009b, Berglund, 2000, Berglund et al., 1999).  

The reason why the industry will keep on being highly competitive is due to the whole 
industry having an obsessive focus on a small sector of the customer markets, which are 
usually the big players of the business market e.g oil, beverages, textiles, FMCGs etc  
(Berglund, 2000). This was agreed by all three companies that they focus either on specific 
sector of the market or only on the big players of the market. This leads to the industry 
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being highly competitive and also losing the focus on acquiring new business markets 
opportunities (Wallenburg, 2009b). 

Therefore a solution to the above for the three companies was to be the best as to when it 
comes to technologies or IT and to also come up with a dedicated teams that helped them 
reach their goal of being innovative. For example K&N had a dedicated team of talented 
employees, where trainings, events and environments were provided for this teams to 
exhale and be innovative for the sake of their company. While Maersk had a team (400 - 
500) of employees dedicated to process excellence (PEX) and the purpose of these teams 
is to train the whole organization in all the important management studies (and themselves 
to get trainings as well), like Six Sigma belts, lean and change managements etc. Lastly 
Green Cargo also had a dedicated innovation team, but this teams tasks was limited, they 
had a few tasks of checking on the different departments of the organization and how they 
worked and defusing any found knowledge of  best practices to these departments. 

Although the three companies have dedicated teams and other important solutions 
technologies and IT, set in place to help them be innovative, they still could not fully get 
(not yet) the benefit from all the efforts they were putting as a down payment for being 
innovative. For example they were still fighting with functional silos (some better than 
others), no proper communication due to unstandardized processes (again here some were 
better than others) or cultures that were just to hard to change as to accommodate all the 
new improvements that they were trying to implement as innovations. This is usually the 
case where companies want to innovate, without changing their current state, or 
understanding how and why are they innovating  (Eliyahu, 2005). 

But it must be said on the above, that the more process management skills one had, the 
better one was in controlling the barriers of innovation in their company, because they will 
try then to consider innovation as a process (due to their trained thinking on process 
management), rather buying the new technology or IT to be innovative (Flint et al., 2005b, 
Eliyahu, 2005).

The point to stress here is, the functional silos or lack holistic thinking in the organization 
etc, is hindering the company to being innovative can be overcome by understanding the 
innovation as a process rather as a functions in the organization (Flint et al., 2005b). But 
also important is to understand fully the following (Eliyahu, 2005):

• What is the capability of  this technology?
• Do I need this innovation or technology?
• What was my current situation without the technology? and 
• How shall I change the status quo (or current situation) as to accommodate the new 

technology or innovation.
Therefore innovation is a process or steps to be considered both internally and externally   
in order for it to be successful (Flint et al., 2005b, Eliyahu, 2005).

Another important issue that is concerned with the dedicated teams which had the purpose 
of diffusing knowledge through out the organization, was that it was not based as that of 
Toyota’s “jishukens” (see section 2.6.3 of chapter 2). What it means here is that, the 
dedicated teams could had better placed if they were based as volunteer teams that were 
not only collecting and diffusing knowledge in their organization, but also doing this with 
their customers and suppliers (Dyer and Nobeoka, 2000). This would had a better benefit 
of these teams helping their organizations in creating sustainable innovation. For this to be 
possible there has a full cooperations and knowledge sharing (see figure 7) between all the 

38



firms involved; which is unfortunately is not the case due the current innovation culture 
and this will be looked at next. 

Innovation for these companies as have been seen from the above is associated with the 
small incremental changes or process optimizations or improvements. That process 
optimizations that either enables or leads to internal innovation (e.g. cost improvements) or 
external innovations like added values to their customers. This coincides well with the 
assumption, that logistic companies innovate incrementally rather than radically (Flint et al., 
2005b, Chapman et al., 2003). The internal innovations although it happens often in these 
companies are not called innovations (all three companies agreed on this), but  the big 
innovations for example an RFID implemented for a customer etc, this are considered to 
be innovations (Wallenburg, 2009b).

5.3.  Innovation culture

Innovation in logistics can be divided into two main aspects, one is the innovation 
associated with internal improvements that usually leads to efficiencies for the logistic 
companies to do their day-to day business and the second one is innovations that are 
focused onto the customers, the second aspect is usually very visible while the first one is 
usually not considered or seen as innovation (Wallenburg, 2009b). This has been true for all 
the interviewed companies, where many times all those interviewed have stated that 
innovation is associated with internal improvements, but which they do not call innovation, 
but when it comes to adding new solutions for their customers these are obviously called 
innovation e.g. VMI systems, modernized warehouses, RFIDs for their customers etc.

The above is typically one of the cultures of this industry, the second culture of this 
industry is usually associated to reactive innovation. That is, in general the logistic 
industries are considered to be reactive instead of proactive innovators. There  are a few 
reasons why this is the case and one of main reason is because the suppliers lack the 
incentives to be innovating proactively. To emphasis on the point, it was stated perfectly by 
one the interviewees  who said,

 Innovation = R&D and do logistic companies spend on R&D as much as other 
 industries, the answer is NO, for known reasons, and that’s why the industry is 
 seen as interactive. This is because the profit margin for the industry is very low, 
 compared to other industries etc. But step by step companies like us are trying to 
 change this attitude and be more proactive innovators and invest more on R&Ds 
 (Niklas Magdeburg Sales and Marketing director K&N, 2012-03-29).

The above statement gives the reason in a nut-shell why the main culture of this industry as 
to when it comes to innovation is reactive and will stay reactive for a time to come and this 
is was agreed by all three companies interviewed. Although this is the case, some 
companies are in the hope of wanting to change this concept of being risk evasive as when 
it comes to innovation. That is they are  starting to understand the importance of proactive 
innovation therefore even though logistic companies do want to be innovative, at the 
current situation they still find it very hard to do so proactively. But some logistic 
companies are trying to break this culture, by thinking long term goal instead of their short 
term goals as when it comes to innovation and its benefits. This must be said is the best 
way for this companies to stop being risk evasive because of the customers and be willing 
to take risks for better future for their companies.

Another important innovation culture that 2 out of 3 of the companies use was the top 
down innovation culture. What these means is that innovation, is usually contemplated, 
designed from top or by the senior managers(sometimes in collaboration with their 
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customers) and then its pushed down to the rest of the organization. This has the issue of 
that it might lead to the innovation to fail. This is one of the reasons one the companies 
decided to change this culture, and have its innovation phases be more more bottom-up 
than top-down.

Lastly the innovation culture of this industry is usually associated to being reactive rather 
proactive (Flint et al., 2005b). This is usually do all three companies interviewed were either 
in the habit of waiting for the customer (some more than others) to ask for solution and 
then they will innovate to make this happen. Other problems that lead to this was the 
organization culture were it fostered a culture of ad-hoc or localized instead of holistic 
thinking in these organizations. 

But as was said before, some were better and were working had to change these cultures in 
their organizations, but its a process that has just started for most of these companies and 
it will take time, before they are have fully reached their goals of changing their 
organization culture from a reactive to a proactive innovators.

5.4.  Knowledge Sharing

 The knowledge sharing is a big contributor to innovation, either it be internally in the 
organization or externally where the different suppliers learn the best practices from each 
other and from their customers (see figure 7). 

As was stated before there is a  lack of knowledge sharing capabilities in this industry, more 
specifically when it comes to the suppliers of the logistics industry, these was clearly seen 
from empirical study of the three companies. The reason for this is usually partly based on 
supplier competing constantly with each other due to focusing on a small section of the 
market (Wallenburg, 2009b) as this is part of the industry culture. But another reason is 
also the customers of this industry see this as beneficial to them. That is to say, as long the 
suppliers are competing, then they can ask for lower prices among other benefits. Although 
this can be good for the customers, its a very short term benefits and it hinders the whole 
industry from evolving or moving to the next stage of its development, which in the long 
run can benefit to the whole industry including the customers and their customers.

The concept of knowledge sharing and the benefits that associates with it has been proven 
by Japanese companies, where for example the auto industry companies share knowledge 
and build their suppliers so that the whole industry can evolve (Dyer and Nobeoka, 2000, 
Dyer and Ouchi, 1993) and thus creating better profits for all.

Lean and Kan-Ban of Toyota are good examples of innovations that has come out 
knowledge sharing That is because of Toyota understood the diversity of knowledge that 
resides within a network is far more greater than one that resides in a single company (Dyer 
and Nobeoka, 2000). 

Companies like Toyota or other Japanese companies have fully understood if they are to 
benefit in the long run they have to build up there suppliers through collaborating and 
sharing knowledge on best practices (as seen in the section 2.6 of this paper) and only then 
can they come up with innovation that can help them evolve to be market leaders in their 
industries (Dyer and Nobeoka, 2000). But it must be mentioned, if the customers stop 
pushing the suppliers to compete, this could have the opposite effect of making the 
suppliers need to innovate to subside, due to lack of need to compete with each other 
(Dyer and Ouchi, 1993). For example if the customers have long contracts with their 
suppliers, this might lead to the suppliers need to innovate and compete for their 
customers to subside.
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This issue  with the above can be overcome and the Japanese companies had a way to to do 
this. They did this by inviting two suppliers into their company, one weaker and  other who 
is stronger and this two are made to compete with each other, but here the weak supplier is 
helped by the customer to bring them to the same level as the stronger supplier, thus 
forcing both suppliers to compete  on equal levels (Dyer and Ouchi, 1993). Of course in 
order for this to happen the customer had to be willing to forego short term profits in 
order to build their suppliers, for long term better benefits(Dyer and Ouchi, 1993).

The above being the case all three companies that were interviewed understand the 
benefits that can come from knowledge sharing. But all three of them agree at the moment 
the focus of knowledge sharing  is only usually with the customers than with other tiers of 
suppliers in their industry. Main reasons for this is due to the suppliers constantly  seeing 
each other as competitors, which are also encouraged by the customers by jumping from 
supplier to supplier (Wallenburg, 2009b). This also proves the point that in this industry the  
customers very important because customers are the ones leading this industry (Berglund, 
2000).

This actually shows that the customers are encouraging the competition between their 
suppliers as they are benefiting from it (Berglund, 2000). But as was mentioned before, in 
the short run it might be good for customers but not for the long run, as it will hinder 
innovation and thus stop the industry to evolve to its next stage. Again here the point to 
remember is that the customers should encourage competition to the suppliers, but in a 
healthier way as the Japanese companies does with the suppliers(Dyer and Nobeoka, 2000, 
Dyer and Ouchi, 1993, Lincoln et al., 1992) as was mentioned above.

The key here is for the customers to look at this from the perspective of the Japanese 
companies (even though it might not be beneficial for them in the short run) on how to 
build up their suppliers, it leads to innovation for benefits in the long run for both the 
customers and their suppliers (see chapter 2 section 2.6, as an example on it should be 
done). Therefore both the suppliers and customers need to move from a bilateral relations 
to a multilateral relations (see Figure 4 and 5), where it will allow  all to share knowledge 
and learn from their best practices, thus leading to the diffusion of both explicit and tacit 
knowledge that is necessary for innovation to take place that could lead to better and 
sustainable profits for all the companies  (Xu et al., 2010, Marina, 2007). 

So the best way for the customers and the industry as a whole is to allow the knowledge 
sharing and collaboration or the building up of their suppliers (instead of having them 
compete with each other) to happen. This then will lead to the customers  and suppliers 
sharing technology, market and operational knowledge (as shown in Figure 7 the external 
part), where in doing so it could lead to benefits that would allow these companies and 
their industries to innovate faster and better.

The customer gathering information is the first stage of achieving a proper external 
innovation process for the organization, but this should be followed by all the rest of the 
stages of the process innovation as shown in Figure 1 (Flint et al., 2005b). But as it seems, 
due to the innovation barriers the interviewed companies were having trouble 
implementing the other stages of  the process innovation properly.  

It also must be mentioned that this stage was being done differently by the companies.  
One was was collecting the customer information through its key customers and its senior 
managers. While another company was actually involving and training middle management 
and front desks on how to gather the customer information. This according to Flint et al, 
2005, is the best practice to go about doing the first stage of the (customer gathering 
information) process innovation. The last company, was usually waiting for the customers 
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to call for a meeting to discuss how to go forward. This company had events and forums 
with its key customers, but it was usually based on relation building rather than information 
gathering.  That is for the information gathering the customer calls  a meeting and invites 
over other supply chain managers to discuss with the company on new requirements they 
might need. This is usually the case when the customer is leading when it comes to 
innovation, rather than the supplier, thus the supplier is reactively, rather than proactively 
innovating. 

Another important aspect to be discussed here is the internal knowledge sharing, which is 
also very important for innovation. As was stated before in the previous section all three 
companies had created dedicated teams that helps diffuse knowledge through out the 
organization, but each company were using this dedicated teams differently, some better 
than others (see the section above on innovation). But all three companies had barriers to 
internal knowledge sharing, this was usually associated to functional silos, unstandardized 
processes, many different IT systems in the same organization. All these contributed as a 
hinder to better communications in the organization, but again here it must be mentioned 
some were better than others and had started introducing standard processes from a global 
perspective where then allowing some minute changes to take place in the different regions, 
but keeping most of  the standard processes as a base. 

All three companies had some barriers in the organization that makes it hard for these 
companies, to have the proper internal knowledge sharing that would lead to innovations. 
Another important also found in the empirical was that there, seems to suggest that are no 
barriers of knowledge sharing at the higher levels of the company. This was confirmed by 
the other companies, where they agree that there are better collaboration and knowledge 
sharing taking place at the higher levels of the organizations, with less local thinking and 
more holistic thinkings at this levels (Kogut and Zander, 1992) .

One way of overcoming this barrier of knowledge sharing at the lower levels is through 
providing a lot of  trainings in the organization on how to work together, create the right 
attitude  and environment for the employees to socialize and  share knowledge with each 
other. In short the companies need to create a better organization culture (Cavusgil et al., 
2003, Eliyahu, 2005). This solutions mentioned here is understood as important by all three 
companies studied, but some are more ahead with these solutions than others in 
implementing this concept. For example one company had a big wall in their lounge where 
anybody in the whole company could post ideas (that day when the company was being 
interviewed, the wall was full of post-its) and share ideas and thoughts on improvements or 
any other important thoughts they might be thinking about. Another company had a Wiki-
Page where all company members could post ideas and share best practices through out the 
whole organization etc.

Therefore there are ways to create a better knowledge sharing all through out the 
organization, either through trainings or forums, events etc. The important point is to find 
a way to literally stir the whole organization to feel as being part of a team, where they can 
contribute to the organization as one and with one goal (Kogut, 2000). This can be 
achieved by having for example the right process or service champions that can galvanize 
the whole organization on their ideas, standardization processes through out the 
organizations processes (e.g same IT systems), holistic thinking instead of localized 
thinking, trainings at all levels of the organizations and hiring and putting the right people 
in the right positions, all this will help reach a level of internal knowledge sharing that can 
foster the right innovation for the right organization (Eliyahu, 2005).  Hence for these 
companies to be successful in becoming better in innovation there has to be proper 
knowledge sharing activities internally in their organizations and externally with their 
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suppliers and customers as well as shown in Figure 7 (Flint et al., 2005b, Dyer and 
Nobeoka, 2000, Nonaka, 1994, Xu et al., 2010).

5.7.  Summary of the Analysis

Few points stick out from the analysis of the three companies, and this will be discussed 
here in general.

First point is on logistics classification: It obvious that the goal of logistic companies is to 
offer more services to their customers, than the traditional offerings that bounds their 
capabilities. That is a forwarder wants to classify themselves as a TPL who provides 
complex solutions, while a TPL would like to move up the ladder and be an integrator or a 
4PL. This means the goal of logistic companies is to be a provider of complex  solutions 
rather than standard solution. This is considered to be an competitive advantage by all 
three companies interviewed. 

Second point is on competition in this industry: Logistic companies usually focus on 
specific type of customers or smaller section of the entire business market and hence 
leading to more suppliers fighting for fewer customers. Main issues with this is that the 
industry  becomes highly competitive.

Third point is on innovation: When it comes to innovation for this industry it is the 
customer focus that is the main driver of innovations. Another drivers that is associated 
with innovation is technologies or IT. This is because the logistic companies see this as the 
way for a company to be innovative. But the issue here when it comes to technology or IT 
is that without innovation to be considered as a process e.g. that leads to cultural changes 
to accommodate the innovation etc, it will lead to failure rather than success of the 
innovation. 

Innovation is also considered by logistic companies to be the small incrementation or 
process improvements that leads to customer value added creations and organization 
optimization that enables it to happen This process optimization happens on on a daily 
basis in these companies. The process optimization that is related to internal process 
improvements which helps the company create better solutions or offer better (innovation) 
new solutions for their customers are often not called innovations. As innovation are 
considered by these companies to be the big radical changes that is focused on to their 
customers.

Fourth point here is concerned with innovation culture: The innovation culture in these 
industry is reactive rather proactive. This often due to the following points:

•  Suppliers constantly competing with each other instead of sharing knowledge with each 
other, thus leading to law margins in the industry. This is usually initiated by the 
customers as they find it beneficial to have their suppliers compete with each other.

• Customers pushing all the risks of  innovation towards their suppliers.
• The internal barriers in the logistic companies, e.g. functional silos, local thinkings 

instead of  holistic thinkings etc.
Fifth point is associated with knowledge sharing: The main point here is there is less or 
non knowledge sharing or collaboration happening in this industry. Although there are 
some sort of knowledge sharing and collaboration happening externally only with the 
customers. But the knowledge sharing is often hindered by the internal issues e.g silos or 
individualistic goals inside the logistic companies etc. While externally hinderance is the 
customers through enabling the suppliers to compete rather than collaborate thus leading 
to law  margins for those suppliers who survive and as a consequence the suppliers see each 

43



other as competitors. This leads to lack of trust between the suppliers, but also with the 
suppliers not trusting the customers as they are seen as pushing all the risks to the 
suppliers.

Hence all the above leads to the three main points below:

• With the proper knowledge sharing and collaborations (see figure 7) can lead to 
sustainable innovations.

• Innovation should be considered as a process or steps rather than functions (an example 
of external  process innovation see Figure 1), as this will help the companies deal better 
with or eliminate the issues like functional silos, local thinkings instead holistic thinkings, 
being reactive innovators instead of  proactive etc.

In doing this two above it will lead to a better and sustainable innovation for the logistics 
companies, withe consequence of  long term better profits to their bottom lines.
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6.  Conclusion 
Therefore in conclusion, logistic company have to innovate in order to survive in their 
industry. This because the industry is considered to be highly competitive. But in order for 
the logistic companies to be successful in innovating they have to understand a few points. 

The first point and most crucial is, innovation has to be looked at as a process and not as a 
function. What this means is that innovation needs to be taken as a process or steps that 
the company needs to fulfill in order to be innovative. Some examples of these innovation 
processes are concerned with knowledge sharing to happen both internally and externally 
(see Figure 7), or how they company should follow the innovation process towards their 
customers (see Figure 1) and also in fully answering the four questions that relate to 
technology and innovation (see section 2.3.1, p.6). In looking at innovation as a process it 
will help the logistic companies to overcome the internal and external barrier to innovation, 
e.g. functional silos, not having a holistic view of their business processes, customer issue, 
change issues and strategic issues etc.

Having said that, there are also some barriers to proactive innovation that are external to 
the logistic companies, for example the innovation culture of the industry is based on 
suppliers who are constantly competing on small sector of the customer markets (usually 
high-end customers) or customers that encourage competition as a way for them get better 
services and cheap offers from the suppliers, this has the consequence of low margins for 
the surviving suppliers. It also often happens that the customers of these industries are 
pushing the innovation risks to the suppliers. All these leads to the suppliers attitudes 
towards innovation to be reactive rather proactive, based on being risk evasive as when it 
comes to innovation. So the main barrier here could be said is the customer who finds it 
profitable to make the suppliers compete with each other.

The customer of course will benefit of the competition of the suppliers in the industry, 
but the focus here for the customers is in the short run. For example the customers might 
save money in letting the supplies compete on prices, thus improving the cost aspects of 
their organizations, but this is only one aspect of their organization as a whole that they 
will be improving. But if the customer created opportunities to share knowledge (see 
Figures 4, 5 and 7) and build their suppliers in the long run they will be improving a whole 
lot of aspects that could lead to even much better profit margins for their companies. This 
is a fact that has been proven by Japanese companies like Toyota, where in sharing 
knowledge with their suppliers as a way to build them up has led to these companies to 
become leaders in their industries on their home turf and also globally with huge profits 
for themselves and their companies. 

But if the customers are not willing to build up their suppliers, then maybe the suppliers 
should think about how can they build up themselves as to to provide better service to 
their customers. One way to do this would be for the suppliers to be proactive innovators, 
that is to be able to figure out in advance what would be the best service solutions for their 
customers businesses. The best way to achieve this would be through collaborations and 
knowledge sharing of best practices with each as in doing so it will them be proactive 
innovators and also help them in sharing risks and costs of innovation together. This will 
lead to much better benefits and huge profits to their bottom lines due to the satisfaction 
and loyalties of their old customers and also possibilities to enter and capture new business 
and new markets. 

Hence for innovation to be successful, it has to be seen as process and there has to be a 
knowledge sharing between the suppliers and their customers or between the suppliers 
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themselves (see Figure 7). Only if this is achieved can the innovation benefits be fully 
gauged, which will lead to better sustainable innovations and profits for all involved.

6.1 Further research 

In order to further the concept of innovation for logistics companies, it will could be 
interesting to study more (deeper) much more several companies on the concept of 
innovation and how these companies innovate. But could also be interesting to study the 
industry customers on their views and perspective on how logistics companies should 
innovate.

Hence for further research it could be interesting to base the study on looking at much 
more logistic companies on the concepts of innovation, but also to look at their customers 
on what they think innovation for logistic companies should be. In studying many more 
companies and the industry customers, it will provide a better overview or a better picture 
of  how the logistic industry innovates.
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Appendix A: Interview Questions

Interview Questions

Researcher: Abshir Sharif  

Supervisor: Prof. Sussane Hertz 

Research Title: Innovation and its Relation to Knowledge Sharing in the Logistic Firms

Research Interview Questions (the research interview questions is open ended, and it is 
based on informal talks about how a TPL  or a Logistic company innovate):

Short description of  the Interviewer: 

My name is Abshir Sharif and I am a Masters Research Student at Jönköping International 
Business School. My Study focus is in International Logistics and Supply Chain 
Management. 

I am doing a research for my masters thesis and the research focus is on how TPL 
companies innovate and how this innovation can be a consequence of knowledge transfer 
or sharing.

Short description of  the Interviewee:

Name: 

Position:

Organization Background:

Purpose or Aim of  the research:

Main purpose for this research is to investigate how TPL Logistic companies innovate. 
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Unfortunately at the moment there is a gap in research concerning  this type of companies. 
This means there is not much research concerning how TPL Logistics innovate. Although  
TPL Logistics have now been around  for more than 3 decades.

Therefore the aim for this research is to create a holistic general knowledge and 
understanding on how this type of TPL companies innovate, and how this innovation 
relates to knowledge sharing. More specifically this research is based on searching out how 
knowledge sharing from a TPL network can lead to innovation.

Interview Questions: There are two phases of the interview questions. phase 1, starts 
with questions on Innovation Practices, then followed by phase 2,  with questions on 
Knowledge Sharing Practices. The aim for the interview questions is to create a better 
understanding on how knowledge sharing can lead to innovation from a TPL perspective. 

Phase 1:  The Practice Operations of  Innovation:

    The purpose of this part is to explore how the organization     
  innovates, hence it is concerned with the following questions:

a)

What is your view towards innovation in  your company ?

b)

Describe the innovation practice in detail, including the deployment of employees, 
technologies, customers and end-customers if  any.

C)

How did the innovation idea or practice start and who initiated  the idea ? 

d)

How do you plan for innovation if  any and what is this planning processes involved in? 

e)

What were the original goals and the targeted population or areas for the innovation 
practice?
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f)

In what ways were the new practices innovative, compared to other practices of the same 
kind? For example was the innovation a new business line serving new customers or a new 
way of  providing services to your customers etc.

Phase 2:  The Practice Operations of  Knowledge  Transfer or sharing:

  The purpose of this part is to explore how  the organization shares knowledge 
  in its network either internally or externally and how this knowledge transfer 
  leads  to innovation, hence it is concerned with the following questions: 

g)

Describe the knowledge transfer or sharing practice operation in detail, including if any on 
how the knowledge is shared internally, externally (i.e. with customers, suppliers and 
partners etc) ?

h)

Does this knowledge sharing create or lead to innovations? If so, what are the details of 
this knowledge transfer or sharing ? More specifically,  what are the details concerned with 
how knowledge sharing contribute or leads to the innovation practice ?
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Appendix B: Green Cargo Logistics AB

Green Cargo Logistics AB  Company Background
Company WebSite. (2002, February 6). Green Cargo AB. Retrieved 01May 2012, from http://

www.greencargo.com/en/About-us/

Green Cargo Logistics AB, which was part of Green Cargo was established in 2001 and 

was founded after the parent company (which is state owned) was split to form three 

different subsidiaries. One of this subsidiaries was Green Cargo Logistics AB and is also 

one of  the three largest third-party logistics companies in Sweden. 

The company is divided into sectors which are currently located in Stockholm (Jordbro), 

Gothenburg, Norrköping, Helsingborg and Copenhagen and they have a total warehouse 

surface area is 255.000 m2 and about 2500 employees. The sectors are designed to specially 

meet the customer needs for localization, personal and handling techniques and in creating 

cost efficient solutions for their customers.

The main goal for Green Cargo Logistics AB is to offer the best possible solution with the 

least possible impact on the environment. The environment protection is a common theme 

that runs through out all of their activities and the majority of there warehouses are 

connected to the rail system. This leads to the possibility of offering green TPL logistics 

transportations to all its customers.

Green Cargo Logisitcs is part of Green Cargo which is a national and international 

logistics company and the company has  2 800 employees in over 100 locations throughout 

the Nordic region and Europe. 94% of the of their goods they transport are carried on 

electrically powered trains and the companies entire operations carry the Good 

Environmental Choice label. 
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Appendix C:  Kuehne + Nagel (K&N)

Kuehne + Nagel (K&N)  Company Background 
Company’s WebSite. (2002, February 6). Kuehne +Nagel. Retrieved 01May 2012, from http://www.kn-

portal.com/about_us/about_us/

Keuhne + Nagel was established in the 1890, and the company founders are Augus 

Kuehne and Friedrich Nagel. Kuenhe + Nagel started its business in Bremen, Germany 

and it has grown to be one of the world's leading logistics providers. Today, the Kuehne + 

Nagel Group  has more than 1000 offices in over 100 countries, with over 63,000 

employees. their key business activities and market position are built on the company's truly 

world class capabilities of Sea and Air freight forwarding, Contract logistics (also know as 

TPL), Lead logistics (also known as 4PL) and Road and Rail logistics. 

The company is financially strong, stable, independent and their global logistics network, is 

a cutting-edge IT systems, in-house expertise and excellent customer service which is proof 

of their dedication to beings the market leaders in their industries. Also these attributes 

have placed them at the forefront of their industry, and positioned them to 

continue increasing their scope of  their  customer solutions and services.
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Appendix D:  Maersk Line

Maersk Line Company  Background
Company Site. (2002, February 6). Maersk Line. Retrieved 01May 2012, from http://www.maerskline.com/

link/?page=brochure&path=/about_us

Maersk Line is dedicated to delivering the highest level of customer-focused and reliable 

ocean transportation services. Their vision is to built a strong heritage of uprightness, 

constant care, and innovation and this has guided their business operations since   the first 

Maersk Line vessel sailed in 1904. By remaining committed to this vision they have 

expanded their business to become the world’s largest ocean carrier. Maersk Line is also 

consistently recognized as the most reliable container shipping company. 

Maersk Line is a division of A.P. Moller–Maersk Group which is a worldwide conglomerate 

that operates in some 130 countries and has a workforce of some 108,000 employees. In 

addition to owning one of the world’s largest shipping companies, they are also involved in 

a wide range of  activities in the energy, logistics, retail and manufacturing industries.
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