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Abstract 

Introduction: The last decade of the twentieth century witnessed radical changes for a 

variety of organizations especially in the business field. SCM has become the focus of 

attention from the business world. As the global competition intensifies, many compa-

nies pursue solutions to increase their competitive advantages via SCM approaches. 

However, studies often overlook the customer perspective in supply chain coordination 

context. As an attempt to bridge the gap, the research is primarily focused on how the 

coordination works in practice and how customers evaluate the coordination. 

Purpose: The purpose of this thesis is to investigate the supply chain coordination be-

tween customers and TPL providers, how the customers coordinate with TPL provider 

and how to evaluate the coordination. 

Method: This research applies a qualitative approach with holistic case study as re-

search strategy. Primary data collection is done via semi-structured interviews with one 

TPL provider and two of its customers. Secondary data collection is conducted through 

documentation. 

Conclusion: In this research, customer A requires an integrated solution from the TPL 

provider while customer B wants a low cost and efficient transportation service. Cus-

tomer A carries out coordination activities including collaborative construction and 

management of central warehouses, IT setups and utilizations, homologous transporta-

tion, inventory management and regular meetings. Meanwhile customer B coordinates 

with the TPL provider via inbound logistics, outbound logistics, return solution and 

regular meeting. The common evaluation criteria contain performance, quality and ser-

vice. In customer A’s case information technology is also a criterion when evaluating 

coordination with the TPL provider. 
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1Introduction 

In this chapter, a general background about the supply chain coordination is given. As 

followed, problem statement, purpose, research question, thesis disposition will be pre-

sented. 

1.1 Background 

The last decade of the twentieth century witnessed radical changes for a variety of or-

ganizations especially in the business field (Langley, Coyle, Gibson, Novack & Bardi, 

2009). The rate of changes did not decline but instead grew in the twenty-first century 

and led firms to develop abilities to survive in the increasingly fierce competition. As a 

consequence, supply chain management (SCM) has been the focus of a large number of 

organizations since 1990s (Langley et al., 2009). According to the Council of Supply 

Chain Management Professionals (CSCMP, 2013), SCM covers the planning and man-

agement of all activities involved in sourcing and procurement, conversion, and all lo-

gistics management activities. Also it includes coordination and collaboration with 

channel partners, which can be suppliers, intermediaries, third party service providers, 

and customers. In essence, supply chain management integrates supply and demand 

management within and across companies. The goal of SCM is the creation of value for 

the stakeholders of the supply chain via organizational coordination among supply chain 

members, the integration of business operations and the efficient information manage-

ment (Lambert, 1998; Simchi-levi, 2003; Cooper, 1997; Bagchi & Sjhiett-Larsen, 

2002.). By the definition and the goal of SCM, it is evident that SCM requires cross-

functional and inter-organizational involvement and efforts. While the concept of SCM 

is being studied by scholars, the practice of SCM in the real world is also experiencing 

development (Mortensen & Lemoine, 2008).  

As the global competition intensifies, many companies pursue solutions to increase their 

competitive advantages such as improving customer service, reducing lead time, and 

cutting cost. One possible solution is to outsource part of the logistics activities and to 

be more concentrated on their core competence. Therefore, the trend to cooperate with 

TPL providers is growing. Literature in SCM field indicates that there are a growing 

number of companies that outsource their logistics activities to external service provid-

ers (Mortensen & Lemoine, 2008). The idea of outsourcing such independent logistics 

activities as warehousing and transportation is not a brand new phenomenon. Generally, 

outsourcing has been on the basis of single consideration on selecting the most inexpen-

sive alternative that meets the service level requirements, where the involved parties 

stay in a very limited relationship with minimum information exchange (Skjoett-Larsen, 

2000).  

However, since 2000 the situation has been transformed where more strategic elements 

are taken into consideration including market coverage, service level, supply chain 

flexibility, customer service and so on (Skjoett-Larsen, 2000). Collaboration between 

involved parties has become mutually binding and more long-term in nature which de-

mands a closer coordination between customers and external providers (Mentzer, 

Dewitt & Keebles, 2001). Logistics services providers with regards to these considera-

tions are known as the third party logistics (TPL) providers (Berglund, Laarhoven, 

Sharman & Wandel, 1999; Hertz & Alfredsson, 2003). With the ubiquitous develop-

ment of TPL business, not only physical movement and warehousing management but 
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also a variety of value-adding services are available on the market, such as the design 

and management of logistics solutions for customers.  

The appearance and expansion of TPL business is resulted from the demand for ad-

vanced SCM services by the firms that seek competence through SCM approach (Hertz 

& Alfredsson, 2003). According to Hertz and Alfredsson (2003), a TPL provider is an 

exterior service provider who administers, organizes and delivers logistics activities on 

behalf of its customers. Essentially, TPL providers perform as middlemen between sell-

ers and buyers, not taking title to the products but to the logistics services they offer 

(Hertz & Alfredsson, 2003). In a situation where TPL services are applied, the service 

dimension is broader and the agreement is more flexible, which both require and con-

tribute to enhanced supply chain integration (SCI) (Skjoett-Larsen, 2000; Alfalla-

Luque, Medina-Lopez & Dey, 2012). SCI indicates collaborative management on the 

strategic, tactical and operational levels of activities within and across organizational 

boundaries and it influences supply chain performance (Alfalla-Luque et al., 2012). 

Usually SCI is tightly connected to coordination activities with various mechanisms 

(Fugate, Sahin & Mentzer, 2006). 

Within SCM context, coordination implies an interactive decision making process, 

where individuals or organizations directly affect each other’s decisions (Moharana, 

Murty, Senapati & Khuntia, 2012). According to Hertz and Macquet (2001), the TPL 

coordination is growing in both the numbers and content; the higher level of TPL coor-

dination creates the greater efficiency and effectiveness for customers. Based on this 

viewpoint, the coordination between TPL providers and their customers impacts the 

supply chain partially or even entirely, depending on the length of the supply chain.  

In order to tackle SCI issue and improve the overall performance of the supply chain, 

effective coordination should be cultivated at intra- and inter-organizational level to 

maximise the potential for transforming competitive advantages to profitability (Dyer & 

Singh, 1998). Coordination among supply chain members is the key to obtaining ade-

quate flexibility to confront shifting market conditions. Poor coordination in supply 

chains will lead to dysfunctional operations. As previously stated, there are firms seek-

ing to gain advantages via the SCM approach. Thus it is vital for those firms to think 

and act from the perspective of coordination. 

1.2 Problem statement 

Bearing the background in mind, supply chain coordination is of great importance. 

However, a variety of arguments exist in this area due to the complexity of the topic. 

For instance, some papers argue about whether the high level of coordination necessar-

ily leads to excellent business performance (Costes & Jahre, 2007). Also, the lack of in-

tegration and TPL service that need to be improved is a common problem reported in 

many studies (Stank, Crum & Arango, 1999).  

This study is to investigate the supply chain coordination in practice. In terms of the 

supply chain coordination, it usually involves two parties: the customer and the TPL 

provider. Due to the fact that TPL providers’ primary objective is to fulfil the customer 

demand, the authors believe that the customers’ perspective is also important in the 

supply chain coordination. This study focuses particularly on the different perspectives 

of both parties regarding how the supply chain coordination works in practice. In terms 

of previous researches, most studies are focused on other aspects (e.g., the TPL provider 
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aspect, or the dynamic relationship aspect) rather than customer perspective. As an at-

tempt to bridge the gap, the research is primarily focused on how the coordination 

works in practice and from what perspectives customers use to evaluate the coordina-

tion. In order to make a comprehensive view about coordination, a three-step process is 

developed. Step one is to identify reasons why customers and TPL firms are willing to 

coordinate. What are the driving forces for the two parties to cooperate? Step two inves-

tigates what to coordinate. What are the coordination activities in practice? Step three 

concerns with coordination evaluation. What criteria may be used by customers to 

evaluate the coordination? With the help of the three-step process, the authors develop 

three research questions which will be described in later sections. 

1.3 Purpose 

The purpose of this thesis is to investigate the supply chain coordination between cus-

tomers and TPL providers, how the customers coordinate with their TPL provider and 

what aspects customers consider when evaluating the coordination.  

1.4 Research questions 

To fulfil the research purpose, the authors propose three research questions as following:  

What offered services could interest customers? 

What are the coordination activities for both parties in practice? 

What are customers’ criteria for evaluating the coordination with the TPL provider in 

practice? 

1.5 Thesis disposition 

Introduction: The introduction chapter begins with a broad discussion of developments 

and trends in supply chain field. The background gradually narrows down the discus-

sion to the specific supply chain coordination topic. In problem statement a gap is iden-

tified that exists in current knowledge cluster. Research purpose and questions are de-

veloped in order to carry out the research. 

Frame of reference: This chapter represents the models and theories that were used in 

this study. It is established via literature reviews regarding the research topic. 

Method: This chapter provides readers with knowledge about how this research was 

conducted. Discussions on research approach are presented. Appropriate research strat-

egy, data collection techniques and data analysis procedure were discussed and chosen. 

Empirical study: This chapter presents empirical findings extracted from interviews and 

secondary data.   

Analysis: The chapter includes analysis of empirical findings with the help of aforemen-

tioned theories and models. 

Conclusion: This chapter shows the conclusions that are drawn on empirical findings 

and analysis. 

Discussion: The discussion chapter reviews the contributions as well as limitations that 

exist in this study.  Also, proposals for future research are suggested. 
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2Frame of reference 

This chapter presents theoretical basis about supply chain coordination. Begin with the 

concepts and definition about supply chain management, along with supply chain inte-

gration and supply chain coordination, and some key concepts to give the reader a gen-

eral theoretical background of this study. 

2.1 Supply chain management (SCM) 

2.1.1 The supply chain concept 

A supply chain refers to a system including firms, people, technology, activities, infor-

mation and resources. Through the system, raw materials, natural resources and compo-

nents are transformed into finished products that are delivered to end customers for its 

value (Langley et al., 2009).  Since it involves numerous factors, a supply chain can 

present great complexity. Therefore, it requires proper management approaches for or-

ganizations to take advantage of supply chains.  Consequently, supply chain manage-

ment rises as an attention-attracting topic for both researchers and managers.  

2.1.2 Development of SCM concept 

SCM is not a brand new concept, it had already become the focus of many organiza-

tions in the 1990s. Researchers hold the opinion that SCM is the third stage of an evolu-

tion that begun in the 1960s with the development of the physical distribution concept, 

which focuses on the outbound side of a firm’s logistics system (Langley et al., 2009).  

During 1980s, the concept was further expanded into logistics. Inbound logistics was in-

troduced and merged with outbound logistics, which forms a complete systematic con-

cept that links upstream and downstream within a supply chain (Langley et al., 2009).  

Back in that time, logistics and SCM were used interchangeably. However, both practi-

tioners and educators didn’t realize there is a need for certain level of coordination of 

business operations within and among organizations in the supply chain that extends 

beyond logistics until 1990s (Cooper, Lamber & Pagh, 1997).  Since then the SCM con-

cept has been developed constantly. Based on the definition given by the Council of 

Supply Chain Management Professionals (CSCMP, 2013), SCM encompasses the 

planning and management of all activities involved in sourcing and procurement, 

conversion, and all logistics management activities. Also it includes coordination and 

collaboration with channel partners, which can be suppliers, intermediaries, third party 

service providers, and customers. To eliminate ambiguity, the following content of this 

thesis will be adopting this definition.  

2.2 Supply chain integration (SCI) 

Integration within supply chain context represents change procedures that supply chain 

members evolve from low-level cooperation to high-level coordination (Hertz, 2012). It 

means an enhanced synchronization level among supply chain members and therefore it 

enables these members to perform collectively on a basis of common objectives. It in-

volves developing shared standards, coordinating interdependent flows, establishing 

joint planning processes and so on (Hertz, 2012). 

This concept emerges as a result of some previous research papers (eg., Jones & Riley, 

1985)  that emphasize the key to successful supply chain management is applying an in-
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tegrated approach, which considers the whole supply chain as a single entity (Solis, 

2001).  From the definition, it is clear that integration is a relatively broad concept that 

includes coordination activities performed by supply chain members. Solis (2001) 

points out that SCI contains three different perspectives of supply chain coordination 

including inter-functional, intra-functional and inter-organizational coordination.  

SCI enables the interdependencies that exist within the supply chain to be managed with 

improved efficiency and effectiveness (Giannoccaro, 2013). It is recognized as a source 

of competitive advantage and provides such benefits as cost reduction, optimized flexi-

bility and less time consumption. To achieve successful SCI, knowledge regarding sup-

ply chain coordination must be reviewed. 

2.3 Supply chain coordination (SCC) 

In supply chain context, coordination is realised when activities are efficiently organ-

ized for the purpose of achieving common objectives (Gupta & Weerawat, 2006). Ad-

mittedly, SCC has been studied from different perspectives. However, it is the varying 

contexts that different studies introduce that makes it difficult to give an absolute expla-

nation to this term. Therefore, the most commonly accepted definition of SCC is 

adopted. SCC, as being pointed out by Malone and Crowston (1994), is the behaviour of 

managing dependencies among individual entities as well as making collective endeav-

our to achieve mutually defined goals.  

Ramdas and Spekman (2000) point out the paucity of coordination may lead to poor 

performance of the entire supply chain. The possible consequences include inaccurate 

forecasts, inadequate customer service, low capacity utilization, excessive inventory, in-

creased inventory cost, more inventory turns, more time to respond to market, delayed 

order fulfilment response, low quality, decreased customer focus and low customer sat-

isfaction. Contrarily, successful SCC will bring such benefits as elimination of excess 

inventory, reduction of lead times, increased sales, improved customer service, efficient 

product developments, low manufacturing costs, increased flexibility to deal with de-

mand uncertainty, increased customer retention and revenue enhancements (Fisher, 

Raman & Mcclelland, 1994., Lee, Padmanabhan & Whang, 1997., Horvath, 2001). 

Consequently, the understanding of SCC must be established. Arshinder, Kanda and 

Deshmukh (2008) have established a classification schedule of SCC from multiple fac-

ets, which contain the role of coordination in supply chain and various models, coordi-

nation across functions of supply chain, coordination at interfaces of supply chain and 

coordination mechanisms. However, the authors decide to modify the classification 

schedule to certain extent so it can fit the need of this research, which will be discussed 

in the following content. 

2.4 The adapted SCC classification scheme1  

As mentioned earlier, the SCC classification scheme is proposed by Arshinder et al. 

(2008), which aims to provide systematic understanding towards SCC. Based on the 

purpose of this research, the authors remove the component regarding the role of coor-

dination in supply chain and various models. In the content of role of coordination, Ar-

shinder et al. (2008) discuss about the role of coordination in various academic models 

                                                 
1 This description mainly draws on Arshinder, Kanda and Deshmukh (2008). 
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and possible difficulties regarding coordination among supply chain members. However 

the reason why the authors apply the SCC classification scheme lies in the investigation 

of coordination practices while the discussions about role of coordination within aca-

demic models are rather abstract. Therefore, the discussion about the role of coordina-

tion seems less relevant and important for this research. As a result, it is removed out of 

the SCC classification scheme in order to maintain the consistency and relevance be-

tween the SCC classification scheme and this research. The modified model is illus-

trated and explained in detail as below: 

 

Figure 2.1 The adapted SCC classification scheme (Source: Arshinder et al., 2008) 

2.4.1 Coordination across functions of supply chain 

Without specific contexts, coordination is merely an intangible concept. However, it can 

be visualized once a particular context is attached ((Arshinder et al., 2008). Below three 

different functional areas are chosen and will be discussed regarding coordination issue 

as examples. It is worth noting that SCC is not limited only to these functions. 

Logistics, as mentioned in the previous section, contains the inbound as well as the out-

bound logistics activities. It involves moving goods from point of origin to point of con-

sumption. As pointed out by Huiskonen and Pirttilla (2002), the uncertainty and com-

plexity of decision making process within logistics area include diversified customer re-

quirements, different resources required, high rate of unexpected changes and level of 

goal difficulty among logistics provider and the customer. Also, the complexities of 

supply chain have increased because nowadays organizations source from geographi-

cally separated locations for economic advantages (Langley et al., 2009). As a result, 

proper SCC measurements are needed by firms with which they can deliver value to 

their customers effectively.  

Inventory management is another topic that deserves attention.  Important issues about 

inventory management such as order quantity, order timing, reorder point and replen-

ishment of inventory directly affect the choice and application of inventory policy (Ar-

Supply chain coordination 
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Coordination mechanisms 
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Information technology 

Information sharing 
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shinder et al., 2008). Besides, the dynamic market conditions make it even more diffi-

cult to manage inventory. To manage those changing factors that exert influence on in-

ventory management, the importance of SCC is realized by supply chain members (Ar-

shinder et al., 2008). Several studies indicate that those members are likely to establish 

joint consideration of the system-wide costs (Huq, Cutright, Jones & Hensler, 2006., 

Wu & Ouyang, 2003., Gurnani, 2001., Barron, 2007). Additionally, exchanging cost 

and price data is another approach to coordinate inventory management activities 

(Boyaci & Gallego, 2002., Piplani & Fu, 2005.). Some researchers also suggest syn-

chronizing order-processing time in order to achieve inventory management coordina-

tion (Zou, Pokharel, & Piplani, 2004., Barron, 2007., Yao & Chiou, 2004). 

When it comes to enhancement of product quality and new product development, SCC 

is also of significance. A simulation process is performed by Kim and Oh (2005) that 

indicates both the supplier and the manufacturer should coordinate their decision in or-

der to achieve expected profits. An empirical survey research performed by Petersen, 

Handfield and Ragatz (2005) also shows that coordination at the product design stage 

will contribute to improved design outcome. 

2.4.2 Coordination at the interfaces of supply chain 

According to Arshinder et al. (2008), a supply chain consists of a set of processes that 

contain procurement, production, inventory and distribution. When these processes in-

teract with each other, it forms supply chain interfaces. Coordination issues regarding 

various supply chain interfaces are addressed and discussed as below: 

Production and distribution coordination 

The clash exists in production and distribution interface is caused by following reasons: 

1. Production means adding use value to the product at a given place while distri-

bution adds place value and time value to the product by transporting it from 

place to place. 

2. Different performance metrics used by these two processes may result in con-

flicts. For instance production may pursue cost reduction as its primary objective 

while distribution wants to enhance service level via capital expenditure. 

3. The sub-functions of production are normally centralized in the organizations 

while sub-functions of distribution are diffuse (Chikan, 2001). 

4. Production function works with large batch sizes and efficient and smooth pro-

duction schedules while distribution to achieve low cost production while distri-

bution concentrates on customer service level and work with small batch sizes 

and frequent changeovers (Pyke & Cohen, 1993). 

Proper coordination of this interface will generate several merits. Initially it helps firms 

to establish and exploit scale economies. Besides it contributes to forming balance be-

tween production lots and vehicle loads. Also inventory reduction and less stock-out 

will be gained. Relevant models are developed that involve a lot of variables such as 

purchasing cost, production cost and so on to help firms realizing production and distri-

bution coordination (Jayaraman & Pirkul, 2001). 

Procurement and production coordination 
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According to Arshinder et al. (2008), suppliers usually want manufacturers to make 

purchases in large quantities and stable volumes with flexible delivery schedule. How-

ever, manufacturers choose to adopt just-in-time strategy and purchase items in small 

batches to reduce excessive inventories and gain flexibility against shifting market con-

ditions. Goyal and Deshmukh (1992) examine relative papers and assort those litera-

tures on various bases such as number of products and algorithm. Their work indicates 

that in the procurement and production coordination field, many variables deserve man-

agers’ attention. In addition, the specific context where procurement and production co-

ordination occurs is worth extra focus.  

Production and inventory coordination 

The coordination between production and inventory is mainly concerned with replen-

ishments of items. Efforts have been made to clarify how this coordination should work 

in terms of different situations. Hoque and Goyal (2000) have explored the solution for 

optimal production quantity in a production-inventory system where only one vendor 

and one buyer exist. Arreola-Risa (1996) has also conducted a research about this topic 

under multi-item production-inventory system settings. Together with other 

unmentioned researches, the incentive of production and inventory coordination aims at 

cost reduction while maintaining adequate flexibility to market changes. 

Distribution and inventory coordination 

Scholars have investigated distribution and inventory interface from numerous perspec-

tives. Inventory policy, transportation glitches, along with the cost of inventory and dis-

tribution are often the variables involved in the studies about this topic (Jayaraman, 

1998., Yokoyama, 2002). The focus of this coordination is revealing how to perform 

distribution activities with low cost and implementing the appropriate inventory policy 

simultaneously (Arshinder et al., 2008). 

2.4.3 Coordination mechanisms 

Coordination mechanisms basically articulate based on what principle supply chain 

members coordinate with each other. According to Arshinder, Kanda and Deshmukh  

(2008), four mechanisms are mentioned as beneath: 

Supply chain contracts 

Contracts are used for improved supplier-buyer relationship management and risk man-

agement (Arshinder et al., 2008).  Supply chain contracts cover various issues ranging 

from tangible to intangible. For example, order quantity belongs to tangible issues while 

service level is regarded as intangible. A supply chain contract articulates the agree-

ments on those issues on a basis of customer needs and TPL provider’s capabilities.  

Information technology 

It is believed that IT can be utilized to optimize inter-organizational coordination. 

Therefore implementing IT applications is often discussed as an approach to solve co-

ordination glitches (Motiwalla & Thompson, 2012).  Major IT applications such as 

Internet, electronic data interchange (EDI), enterprise resource planning (ERP) systems 

permit companies to radically exchange products, information and funds. IT can provide 

countless capabilities such as efficient communication, real-time data sharing, workflow 
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optimization (Motiwalla & Thompson, 2012). It also helps applying collaborative ap-

proach to develop supply chain operations (Arshinder et al., 2008).  

Admittedly, IT has its advantages that can be exploited in supply chain. However, inap-

propriate utilization of IT will also bring about adverse effects. For example, wrong im-

plementation strategy and procedure of IT applications can lead to financial loss (Moti-

walla & Thompson, 2012). Even the successful IT exploitation sometimes requires mas-

sive resources and investment.   

Information sharing 

Information sharing mechanism implies that the supply chain members coordinate by 

exchanging information concerning demand, orders, inventory, sales, etc (Arshinder et 

al., 2008). Effective information sharing not only connects all the firms within a supply 

chain but also links demand and supply (Motiwalla & Thompson, 2012). The advan-

tages of successful information sharing are cost savings, inventory reductions, shortened 

lead time and order cycle. 

Joint decision making 

Due to the complex nature of supply chain, joint decision making means a range of de-

cision-making processes that deal with eliminating conflicts among supply chain mem-

bers (Arshinder et al., 2008). For instance, vendor-managed inventory is a joint deci-

sion-making process. In a vendor-managed inventory system, the manufacturer will or-

ganize the inventory of its products and possibly related products in the warehouse of 

the retailer (Langley et al., 2009, p.10). It is the manufacturer rather than the retailer 

himself that maintains inventory levels and executes reorder schedules. Another exam-

ple of joint decision making is collaborative planning, forecasting and replenishment 

(CPFR). It concentrates on a sharing of consumer purchasing information among supply 

chain partners for the purpose of governing supply chain activities (Langley et al., 

2009). In a typical CPFR system, supply chain partners start with planning collectively. 

Once the plan is confirmed, it is used to create forecasts. The plans and forecasts are re-

viewed periodically, which provides fundamental elements for working out replenish-

ment schedule collaboratively (Langley et al., 2009). 

2.5 SCC practice and coordination taxonomy 

As mentioned earlier, successful SCC is beneficial to the whole supply chain and lack 

of SCC may result in a range of disadvantageous consequences. In order to enrich the 

knowledge of SCC, the practices of SCC should be studied (Simatupang, Wright & 

Sridharan, 2002). When it comes to the practices of SCC, several studies are worthwhile 

to be noted. Konijnendijk (1994) investigates the coordination processes regarding 

product specification, volume, mix and lead-times between sales and manufacturing in 

engineer-to-order firms from both tactical and operational level. In addition, Lee et al. 

(1997) suggest that overall supply chain performance can be optimized through channel 

coordination, operational efficiency and information sharing. Besides, Stank, Crum and 

Arango (1999) look into coordination processes featured by efficient communication, 

information exchange, partnering and performance monitoring from inter-organizational 

perspective in food industry. As can be seen from these instances, the early studies of 

SCC practices should be related to very specific and detailed environmental settings. 

However Lee (2000) proposes that supply chain integration consists of information 
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sharing, logistics coordination and organizational relationship linkage, which exposes 

different coordination modes and the interactions among them.  According to Simatu-

pang et al. (2002), various coordination practices can be categorized into according 

modes and different modes provide knowledge and guide corresponding practices. 

Since detailed SCC practices should be investigated under specific context, the authors 

decide to take the coordination taxonomy into consideration because it can provide 

knowledge about different modes of SCC practices and therefore form the theoretical 

basis for studying SCC practices on a general level (Simatupang et al., 2002). 

2.5.1 Taxonomy of SCC modes 

The taxonomy of SCC modes classifies different coordination modes under unified cri-

teria. It consists of two aspects including the mutuality of coordination as well as the fo-

cus of coordination. The taxonomy of coordination modes is illustrated as below: 

Table 2.1 Taxonomy of SCC modes (Source: Simaptupang et al., 2002) 

Taxonomy of SCC modes Mutuality of Coordination 

Complementarity Coherency 

Focus of Coordina-

tion 

Operational linkage Logistics synchronisa-

tion 

Information sharing 

Organizational link-

age 

Incentive alignment Collective learning 

 

Mutuality of coordination 

The mutuality of coordination refers to the fundamental values of responsibility among 

partners with a strong stress on maintaining relationship to establish effective goal 

achievement (Simatupang et al., 2002). It means that each supply chain partner makes 

endeavour of significant values and is entitled to a rightful share of exchange outcomes 

(Simatupang et al., 2002). Taking responsibility collectively is achieved by each mem-

ber sharing mutual accountability during the pursuit of better. By establishing mutuality 

of coordination chain members can share explicit understandings about the holistic pic-

ture of end-to-end supply chain processes and the focus of improvement (Goldratt, 

1994). When perceptions of mutuality for other members and commitments to the entire 

supply chain system are absent, SCC is likely to fail (Simatupang et al., 2002). The mu-

tuality of coordination consists of two dimensions: complementarity and coherency. 

Complementarity is concerned with the way chain members collaboratively manage in-

terdependencies between logistics activities for value creation (Simatupang et al., 2002). 

The concentration of complementarity is organizing logistics processes along the supply 

chain as well as eliminating economic obstacles.  It is when chain members coordinate 

decision making of value creation and benefit sharing of logistics improvement that 

complementarity can be attained. Coherency can be defined as the degree of consistency 

of reasoning along the supply chain via the dispersal of common understanding (Si-

matupang et al., 2002). It requires the exchange of information and knowledge that help 

explaining process interdependencies and managing uncertainties across organizational 

borders. Coherency can be achieved through the alignment of context, opinion, objec-
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tive and actions to pursue the shared goal by enabling information sharing and collec-

tive learning (Simatupang et al., 2002). 

Focus of coordination 

As illustrated in table 2.1, the focus of coordination can either be on operational or or-

ganizational linkage. In supply chain context, activities performed by one chain member 

may directly or indirectly exert impacts on the activities of another chain member (Si-

matupang et al., 2002). Linkages are the facets between firms where chain members 

need to arrange their decision making jointly (Simatupang et al., 2002). On one hand, 

operational linkages aim at the coordination of interdependent processes and informa-

tion flows that permits chain members to perform logistics planning and daily transac-

tions (Simatupang et al., 2002). On the other hand, organizational linkages refer to inter-

associated actors perceiving and arguing about their own interests in collective behav-

iors. The proper management of organizational linkages is vital for firms to realize part-

nership activities and bargaining realities (Simatupang et al., 2002).  The two linkages 

are fundamental for satisfactory SCC. 

2.5.2 SCC modes 

Based on the two perspectives mentioned above, four different SCC modes are identi-

fied. It is of importance to point out that one relationship could involve a variety of SCC 

modes. In such cases, it indicates close coordination among as well as positive relation-

ships among involved parties. 

Logistics synchronisation 

The coordination of logistics synchronisation ensures alignment between logistics proc-

ess activities to deliver value to end customer (Fisher, 1997.).  It involves the recogni-

tion and consensus of improvement initiatives that critically contribute to value creation 

in the acquisition, consumption and disposition of products and services in contempo-

rary shifting market (Simatupang et al., 2002).  

According to Fisher (1997), logistics synchronisation performs market mediation func-

tion of a supply chain that concert the assortment of products with customer demands. It 

also plays an important role in diminishing role conflicts of chain members. By concert-

ing logistics activities, chain members can carry out specific tasks and assume certain 

responsibility to attain overall supply chain profitability (Simatupang et al., 2002). Go-

vindarajan and Gupta (2001) propose three interconnected areas for implementing logis-

tics synchronisation, which include customer definition, customer value identification 

and value creation process design. It is believed that by redefining the customer base, 

reinventing the concept of customer value and redesigning the end-to-end value chain 

architecture firms can create competitive advantages and better serve their customers. 

Also, a range of strategies for logistics synchronization have been developed such as 

collaborative logistics process and collaborative transportation. The former one focuses 

on joint decision making while the later one refers to exploiting third party logistics 

firms to perform inbound and outbound logistics tasks. The utilization of strategies is 

determined by the nature of specific industry (Simatupang et al., 2002). 
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Information sharing 

The coordination of information sharing is focusing on providing relevant, accurate and 

timely information for decision-makers (Lee, 2000). Since a supply chain consists of 

various members from upstream to downstream, the information each member per-

ceives is different. Information sharing is about enabling different chain members to ex-

change the information that is gained at the specific position of the supply chain. For in-

stance, retailers have more reliable information about customer demands while manu-

facturers know more about products. Information technology (IT) such as Internet can 

be applied to enable information sharing with both customers and partners (Motiwalla 

& Thompson, 2012). The purpose of IT can be either customer orientation or partner 

orientation. Customer orientated applications can provide better information to custom-

ers (e.g. websites with information about products) as well as support transactions (e.g. 

online payment).  

Information sharing is critical and it must be accompanied by the preparation of the 

chain members to use exchanged information for logistics activities execution that con-

tribute to operational and financial performance (Simatupang et al., 2002). The supply 

chain will benefit from information sharing because it decreases physical costs to cer-

tain extent (Lee & Whang, 2001). Simatupang et al. (2002) suggest chain members 

ought to synchronize their logistics activities in response to shared information. 

Incentive alignment 

Incentives determine how decision-makers should be rewarded or punished for the out-

comes of their decision-making (Simatupang et al., 2002). Conflicts of interests, how-

ever often happens when current incentives lead to pursuing maximum personal gains at 

the cost of total benefits (Clemons & Row, 1993). To solve the conflicts, incentive 

schemes should be linked to total performance that indicates both value creation for the 

customers and profitability for the firms (Simatupang et al., 2002).  The incentive 

alignment suggests that the actions of chain members should be consistent with cus-

tomer concentration as well as overall benefit of the supply chain. Organizations that 

possess complementary business operations should reach incentive alignment in a mu-

tually satisfying way. One approach to do this is establishing relational contract that de-

fines how a buyer places orders and a seller fulfils orders. With the relational contract, 

the buyer and the seller can manage risks caused by demand uncertainty (Simatupang et 

al., 2002). 

Collective learning 

Sawhney and Prandelli (2000) suggest that the coordination of collective learning em-

phasizes the handling of coherency issue of initiation and spread of knowledge among 

firms. The special focus of collective learning is on practical learning for understanding 

and creating tacit capability in implementing particular logistics enhancement initiatives 

(Simatupang et al., 2002). To master tacit capability, firms are required to attend fre-

quent dialogue, experimentation and discussion of data, information and knowledge to 

achieve collective synthesis (Senge, 1990). 

Besides making sense of logistics improvement, the coordination of collective learning 

also aims at ensuring the buy-in of key collaborators in the implementation phase (Si-

matupang et al., 2002). To put it another way, it transfers knowledge to support the 

change process along the supply chain. To carry out changes, key collaborators as well 
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as initiator of the changes should be identified and the coordination of collective learn-

ing should be ensured in order to provide knowledge that supports the change process. 

Approaches of transferring knowledge to support changes include personal communica-

tion, codified communication, joint training and apprenticeship (Simatupang et al., 

2002).  

2.6 Third party logistics (TPL) 

2.6.1 Definition of TPL and TPL provider 

A diversity of terms for example “logistics outsourcing”, “TPL”, “contract logistics”, 

and “logistics service provider” has been employed to describe outside vendors who 

perform part of or the whole logistics activities and tasks for a firm in supply chain 

(Sheen & Tai, 2006; Jenster & Pedersen, 2000). The tendency seems to be growing to 

outsource part of logistics activities to outside vendors to achieve greater good over 

time. However, this phenomenon often creates problems in definition and content in 

many studies. Langley and Sink (1997) state that there is no definition of TPL that satis-

fies all industry views about TPL as an external provider to perform some or all the lo-

gistics functions. The various definition of TPL concept will be discussed in next sec-

tions.  

TPL definition 

Lieb (1993, p. 29) used the following definition: “Third-party logistics involves the use 

of external companies to perform logistics functions that have traditionally been per-

formed within an organization. The functions performed by the third party can encom-

pass the entire logistics process or selected activities within that process.” By compar-

ing with other definitions, it is relatively a broad definition distinguished with processes 

and activities. Relating to this definition, Coyle et al. (2003, p. 425) suggest, “third-

party logistics involves an external organization that performs all or part of a compa-

ny’s logistics functions.” These two definition are primary concentrated on TPL in-

cludes any form of externalization of logistics activities previously performed “in-house” 

(Marasco, 2008). For example, a company closes its distribution center and uses an ex-

ternal distribution center instead.  

Alternatively, some definitions link the TPL definition by adding some distinctive func-

tional and inter-organizational features of the logistics outsourcing relationship 

(Marasco, 2008). Bachi and Virum (1996) referred to third party logistics as a logistics 

alliance that shows a close and long-term relationship between a customer and a provid-

er in connection with the delivery of a wide range of logistics needs. Relate to other def-

initions, it is a relatively narrow definition by distinguishing with logistics alliances and 

simple outsourcing. Between the narrow and broad definition of TPL, Bask (2001) of-

fered a definition about TPL primary focus on fulfill their customers’ logistics needs 

which also involving business-to-business relationships in supply chain. Moreover, it 

also pointed out the TPL linking the dyadic relationships from three parties, which are 

supplier, buyer and logistics service provider.  

As the summary of all the definition above, it implies that the TPL works as an external 

logistics service provider to perform part or the entire multiple and bundled logistics so-

lutions in supply chain. 
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TPL provider 

This study is mainly focus on the coordination between customers and TPL providers. 

Hence, after conceptualization of TPL, a definition for TPL provider is necessary. As 

mentioned before, TPL is to perform part or the entire multiple and bundled services 

functions in supply chain, not just isolated logistics service like warehousing and trans-

portation (Leahy et al., 1995). A TPL provider is the company to perform those logistics 

activities for customers. According to Langley et al. (1999), the TPL provider is a com-

pany that provides multiple services for its customers, whereby it is external to the cus-

tomer company and is compensated for its services. This definition covers both the ex-

ternal services offering and works as an external vendor to customer. Hence, it is the 

appropriate definition to fit this study. 

2.6.2 Third party logistics provider classification 

In order to fulfill the purpose of this study, a classification of TPL providers is needed 

to create a basis for a discussion about how the customers coordinate with TPL provider. 

There are different types of TPL firms. Moreover, some existing literature discuss about 

classification of TPL providers. According to Sheffi (1990), he suggests that the TPL 

providers should classify into non-asset based and asset based categories. One classifi-

cation involves own assets renting, and the other one is focus on offering management 

service and human expertise. Razzaque and Sheng (1998) propose the similar classifica-

tion about assets based and not-asset based TPL providers. However, a question is men-

tioned by Meier and Andersson (2003) that it should be different in terms of liabilities 

and opportunities in long term basis collaboration. 

From a different viewpoint, Hertz and Alfredsson (2002) propose a new TPL classifica-

tion. As the overview of the literature, the authors primarily focus on the dimensions of 

coordination and adaptation to illustrate the basic difference between traditional logis-

tics and transport firms and TPL firms. By adapting problem solving general ability and 

customer adaptation, TPL firms are classified into four categories: standard TPL pro-

vider, customer adapter, service developer and customer developer. These four kinds of 

TPL providers are described as follow. 
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Figure 2.2 TPL firms classified according to abilities of general problem solving and 

customer adaptation (Source: Hertz & Alfredsson, 2002) 

Standard TPL provider: provide typically standardized TPL services for example the 

distribution and warehousing as part of their normal business. 

Service adapter: usually provide advanced value-added services that could involve dif-

ferentiated services from different customers. By comparing to standard TPL provider, 

the advanced value-added services are often included in packages of several sets of 

standardize activities combined into modules that could be adjusted to specific custom-

ers’ demands, creating economies of scope and scale. 

Customer adapter: could be considered as part of the customer’s organization. It usually 

enhance the efficiency of customers’ existing activates rather than the development of 

services. This type of TPL provider is closer to customers. 

Customer developer: is the most advanced TPL provider. The mainly differ from other 

types of TPL provider is the high integration with customers. For example, it provides 

supply chain design and knowledge development.  

According to the study of Berglund et al. (1999), it indicates that most of TPL provider 

covers all the quadrants’ activates in different extent. To be more specific, TPL may be 

dominant in one of the quadrants comparing to other quadrants. In conclusion, the TPL 

classification is more concerned with the service and logistics solutions that TPL firms 

provide to specific customers, rather than it is distinguished by the standardized TPL 

services. 
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2.7 Service of TPL 

2.7.1 TPL service classification 

In general, the scope of services offered by TPL can be either a wide range of services 

or a relatively limited set of services (Langley & Sink, 1997). TPL providers have dif-

ferent ways of presenting their services that may cause misperception due to different 

service classifications and descriptions. Meier and Andersson (2003) state that TPL ser-

vices can be categorized into seven groups. Moreover, Bask (2001) argues that TPL 

services can be segmented into three categories: routine TPL services, standard TPL 

services and customized TPL services. Ahl and Johansson (2002) divide TPL services 

into four parts: basic services, value-added services (inventory management, customer 

service) and IT services. Similar to these classifications, Vaidyanathan (2005) catego-

rized these TPL services or functions into four groups, which are inventory and logistics 

management, customer service, warehousing, and transportation. 

 

Figure 2.3 Categorization of TPL service (Source: Vaidyanathan, 2005) 

As the summary of the TPL services classification above, there are various ways to cat-

egorize TPL services. In term of this study, the authors prefer a more direct and simple 

way to understand the service classification rather than the classification that is based on 

the value of the service. Inventory and logistics management, customer service, ware-

housing, and transportation are the four categories that are adapted in this study. 

2.7.2 The summary of TPL services 

Lieb and Bentz (2004) summarize 26 different TPL services that are used in TPL pro-

viders. Furthermore, based on collected information from this literature study (Langley 

& Sink, 1997; Rabinovichl, 1999; Meier & Andersson, 2003; Ahl & Johansson, 2002), 

the authors create a table of a summary of TPL services. According to Vaidyanathan 

(2005), the categorization of TPL services are inventory and logistics management, cus-

tomer service, warehousing, and transportation. TPL services within each category are 

illustrated as below: 
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Table 2.2 Summary of TPL services 

Inventory and logistics 

management 

Customer service Warehouse Manage-

ment 

Transportation 

Back-order capability and 

fulfillment 

Carrier selection 

Cycle count and auditing 

Freight consolidation 

Freight distribution 

Forecasting 

Inventory management 

Order management 

Shipment planning and man-

agement 

Traffic management 

Auditing 

After sale services 

Freight payment 

Order management 

Fulfillment 

Help desk 

Carrier selection 

Rate negotiation 

Warranty parts recov-

ery 

Custom brokerage 

Selection of software 

Consulting services 

Operation of IT sys-

tems 

Reverse logistics 

Packaging 

Product making 

Labeling 

Warehousing 

Receiving 

Sort and direct put 

away 

Merge and pack-out 

Manifest documents 

Bar code printing 

Pick and pack 

Product testing 

Assembly and installa-

tion 

Fleet Management and 

operations 

Cross docking 

Product return 

Merge in transit 

2.8 TPL performance evaluation criteria 

TPL performance evaluation could be understood as the evaluation of the offered ser-

vices from TPL firms. Referring to the employed classification in the previous sections, 

the categorization of TPL services should be: inventory and logistics management, cus-

tomer service, warehousing, and transportation are the four categories that are adapted 

in this study (Vaidyanathan, 2005). However, this kind of TPL service classification is 

based on logistics functions rather than performance measurement. In terms of the TPL 

performance evaluation, a comprehensive literature review has revealed some criteria, 

which are frequently in the TPL provider selection. Sink and Langley (1997) emphasize 

that the consistent framework in 3PL services performance criteria is essential in order 

to account for various contrastive criteria. Vaidyanathan (2005) suggests that the TPL 

evaluation criteria could be classified based on the tangible performance and intangible 

performance. The tangible criteria are similar with the other studies, which are infor-

mation technology, cost, quality, service and performance. The intangible criteria in-

clude questions on the business growth of the prospective 3PL to make sure that they 

will be conducting business for some time such as the financial stability and reputation.  
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Table 2.3 Criteria for 3PL evaluation (Source: Vaidyanathan, 2005) 

 

Table 2.3 above summarizes the important criteria for TPL performance evaluation in 

detailed. However, criteria may vary in response to different environmental settings. 

Those reviewed criteria are mostly concentrating on the supplier selection phase.  To be 

more specific, those reviewed criteria are frequently adopted before the cooperation. 

Based on the purpose of this study, the authors are investigating the TPL performance 

evaluation criteria in practice. Hence, the criteria were mostly focus on the after coordi-

nation phase. It could be different from the existing studies. 

2.9 Customer demand 

Since a supply chain involves different entities, it is reasonable and rational to take their 

opinions into consideration. In this study, views from customers regarding coordination 

activities are very imperative. According to a literature review (Wilding & Juriado, 

2004), the top three reasons for outsourcing include cutting cost and enhancing revenue, 

improving service level and increasing operational flexibility. It throws light upon the 

understanding of customer demand but it was conducted in 2004. Besides, only the rea-

sons alone cannot sufficiently explain what customer demand is.  
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Penttinen and Palmer (2007) propose a framework to identify potential positioning and 

movement of firms in terms of two dimensions, which are completeness of offering and 

nature of buyer-seller relationship. Four cases are used to explain the usage of this 

framework. The framework is depicted as below: 

 

Figure 2.4 Firm positioning through enhanced offering and buyer-seller relationships 

(Source: Penttinen & Palmer, 2007) 

As it is depicted in the chart, the vertical axis represents level of completeness of offer-

ing while the horizontal axis indicates different nature of buyer-seller relationship. The 

completeness of offering, as described by Penttinen & Palmer (2007), is mainly con-

cerned with bundling and the extension of product/service in meeting customer needs. 

This concept is derived from various studies in different fields such as marketing and 

manufacturing.  According to Stremersch and Tellis (2002), bundling consists of prod-

uct, price and service (cited in Pentiinen & Palmer, 2007). In business-to-customer 

business context, the seller often sells its goods in packages rather than single compo-

nent. Price bundling occurs when two or more single products are sold as a package at a 

discount. However, service bundling is usually seen in business-to-business situation. 

To provide customer firms a single point of contact, service bundling is frequently used 

to create full-service offerings. 

The horizontal axis reflects the nature of relationship between buyers and sellers. 

Within this concept, Penttinen and Palmer (2007) suggest that five elements should be 

considered as measures for positioning the nature of a relationship, including informa-

tion exchange, operational linkages, legal bonds, cooperative norms and relationship 

specific adaptations by the seller or the buyer. Different level of these five elements can 

reflect the nature of relationship between the buyer and the seller. 
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In the framework, four cells are identified and each of them has different attributes. The 

characteristics of each cell are explained as below:
2
 

Table 2.4 Characteristics of the cells (Source: Penttinen & Palmer, 2007) 

Cell Cell I: basic 

components 

Cell II: inte-

grated compo-

nents 

Cell III: basic 

solution 

Cell IV: inte-

grated solution 

  Completeness of offering 

Bundled No No Yes Yes 

Extension in meet-

ing customer needs 

No No Yes Yes 

Nature of buyer-seller relationship 

Operational link-

ages 

Low High Low High 

Information ex-

change 

Low High Low High 

Legal bonds Low High Low High 

Cooperation Low High Low High 

Adaptation Low High Low High 

 

Basic components:  it involves basic offering with limited service or extensions. It is 

simple and the cost of it is clear. However it is constrained by limited ability to develop 

customer relationship as well as to differentiate products. 

Integrated components: the product is still basic but it could be a key element for other 

products, which requires stronger relationship with the customer. The merits of it con-

tain enhanced customer relationship and stronger product development. Also it makes it 

possible for product innovation. Meanwhile, it is accompanied with higher cost for rela-

tionship management and potential conflicts in relationship. An example of integrated 

components could be the sub-assembly components in automotive industry. 

Basic solution: it offers extensions and service, while the buyer-seller relationship re-

mains transactional. Its advantage lies in the completeness of the offering, thus the of-

fering is differentiated. Nonetheless, it requires investment to coordinate since the prod-

ucts is various and complex. Also it generates bundling costs. An example of this could 

be a package of IT applications. 

Integrated solution: it provides complete offering and close relationship with the cus-

tomer. With an integrated solution, strong customer relationship can be achieved and 

value-added activities are possible to be performed.  As the relationship with customer 

enhanced, higher cost for relationship management is needed.  Besides, the increased re-

                                                 
2 This description mainly draws on Penttinen and Palmer (2007). 
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liance on customers is sometimes risky for the seller. An example of an integrated solu-

tion could be a full-service contract in industrial maintenance.  

This framework identifies four categories of offerings that firms provide their customers 

with.  It concerns with both sellers and buyers. Although the framework is originally 

designed for explanation of firm positioning, one should bear in mind that the reason for 

a firm to configure or change its positioning to a certain type is customer demand. 

Therefore, the authors believe that it can be utilized for building understanding about 

customer demand. The four categories can be utilized to explain customer demand in 

TPL context. It helps the authors to identify the reasons behind coordination among 

TPL providers and customers. Also, the framework takes the buyer-seller relationship 

into consideration, which is also important for this study. As pointed out earlier, the 

buyer-seller relationship is critical thus it is included in this study. With the framework, 

the authors can establish comprehensive understanding towards what kind of service 

customers requires from TPL providers. 

2.10 Summary 

The frame of reference chapter establishes a solid basis for the authors to conduct the 

further study. The concepts, theories and models described in this chapter are of great 

importance for this research. The entire frame of reference is built specifically for an-

swering the research questions. To summarize this chapter and depict the link between 

the theories and research questions, the authors drew a concept map as beneath.  

Figure 2.5 The concept map 
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The knowledge of SCM is the origin point of the frame of reference chapter. It includes 

the explanation of supply chain concept and the development of SCM concept. These 

concepts serve as background knowledge throughout the entire research, from which 

other knowledge derives. To answer the first research question, theories regarding TPL 

and customer demand are reviewed and presented. For the second research question, 

knowledge on SCI and SCC is discussed, mainly including SCC classification scheme 

and taxonomy. TPL performance evaluation criteria are designated for the third research 

question. 
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3Method 

This chapter presents research methods and design in order to achieve the purpose of 

this study. Research purpose, approach, design, data collection, data analysis and cred-

ibility will be discussed in this section.  

3.1 Research purpose 

Grantton and Jones (2010) state that there are numerous ways to classify a research 

study which based on the variables such as the data collection, research purpose and da-

ta analysis. In terms of the research purpose, Saunders, Lewis and Thornhill (2007) 

classify research purpose into three types: exploratory study, descriptive study and ex-

planatory study. 

Robson (2002 p.59) proposes a clear definition to differentiate exploratory study and 

descriptive study. An exploratory study is to find out “what is happening; to ask ques-

tions; to assess phenomena in a new light and to seek new insight”. The object of de-

scriptive research is “to portray an accurate profile of persons, events and situations”. 

In terms of the explanatory study, it is built on exploratory research and attempt to 

demonstrate the factors why something occurs (Neuman, 2003).  

Relating to this study, the main purpose is trying to figure out how the customers coor-

dinate with TPL provider. To be more specific, the authors wanted to know what is 

happening during the coordination for both parties. The authors attempted to reach the 

different views from both the TPL firm side and its customers’ side. Moreover, there are 

few studies focused on how customer viewing the TPL coordination in supply chain. 

The authors believed that it would be new insights about coordination from customers’ 

perspective. As stated reasons, it particularly fit the exploratory study definition. Hence, 

this study is an exploratory study to seek what is happening in TPL coordination. 

3.2 Research approach 

In research methodology literature, the deductive and the inductive approach are com-

monly used as two different alternatives to construct theories (Saunders et al., 2007). 

Deduction mainly begins with the general and ends with the specific, while induction 

approach refers to move from specific to general. In inductive research, factors are de-

veloped based on the results from the analysis of the data that has been obtained. In oth-

er words, inductive approach could move from a particular situation to create general 

theories or ideas (Collis & Hussey, 2003). 

In this thesis, the authors preferred to adapt the inductive approach rather than deductive 

approach. Based on Saunders et al. (2007), the inductive approach is more like building 

a theory. The theory is the result of data collection and data analysis. This study investi-

gated the coordination between customers and TPL firm. Therefore, it is the study of 

one TPL firm and two of its customers. All the data were collected by interviewing both 

the TPL firm and its two customers. Afterwards those data were analyzed with the 

adopted theories aforementioned. Finally, the result of analysis was connected to rele-

vant theory and generated contributions. As the consequence, inductive approach was 

preferred and chosen rather than deductive approach. 
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3.3 Research design 

In this study, the authors investigated the supply chain coordination in practice. Three 

semi-structure interviews were conducted by interviewing one TPL firm and two of its 

customers. Since the supply chain coordination is involved the TPL firm and the cus-

tomer, the author chose to interview the both parties in order to get the whole pictures 

about the coordination. Due to the time and resources limitations, the authors chose to 

focus on one TPL firm and two of its customers. Moreover, the two chosen customer 

were relatively different in terms of the company size, purchased logistics services, co-

ordination period, level of coordination and the coordination could be vary to their dif-

ference circumstances. The authors believed the empirical data gathered by interviewing 

the two different customers could enable the data reliability and comparability. Fur-

thermore, the authors compared the empirical data to seek the insights behind the supply 

chain coordination.  

3.3.1 Research strategy 

The choice of research strategy is based on the research question, the amount of time, 

the extent of existing knowledge and other resources. In this study, the case study is 

adopted as the research strategy. Robson (2002, p.178) defines the case study as “a 

strategy for doing research which involves an empirical investigation of a particular 

contemporary phenomenon within its real life context using multiple sources of evi-

dence”. Morris and Wood (1991) also emphasize that the case study strategy particular-

ly involves gaining a rich understanding of the context of the research and its processes. 

From the authors’ understanding, case studies best suit in line with answering the pur-

pose of this study due to complexity of research purpose, which requires both the rich 

context to get deeper insight into the customer-TPL coordination and the possibility to 

compare the data to get better understanding of the coordination.  

Referring to Yin (2003), he points out the difference between four case study strategies: 

single case versus multiple case; holistic case versus embedded case. The authors pre-

ferred to choose a multiple case strategy rather than a single case strategy. The purpose 

of this study is to study the supply chain coordination in practice. It involves a series of 

coordination activities between customers and TPL firms. Moreover, this study is con-

ducted via interviews with one TPL firm and two TPL firm’s customers. The authors 

regarded the two different customers’ coordination with one TPL firm as two different 

cases. The two customers are different in terms of the size, adopted services, coopera-

tion periods, level of coordination, etc. Therefore, a multiple case study is adopted in 

this study. According to Yin’s theory (2003), the holistic case study regards the organi-

zation as a whole unit while the embedded case study maintains that the organization 

has sub-units, for example the work groups and the purchasing department. In this study, 

the authors chose to adapt holistic case study because of the consideration of the TPL 

firm and its customer as different organizations that work as a whole unit. 

3.3.2 Choice of method 

The research purpose, the data collection technique and the data analysis are three vari-

ables to define a research as quantitative or qualitative (Kumar, 1999). Hence, the re-

search choice is primary based on the data collection technique and data analysis proce-

dures. According to Walker, Coole and McAllister, (2008), a qualitative research aims 

to find out and explicate the nature of phenomenon and gain holistic, comprehensive 
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and affluent data. In this study, the authors chose the qualitative technique and proce-

dure in order to gain better understanding of the TPL coordination concepts and be able 

to investigate the coordination practice from TPL firm’s and its customers’ side.  

In terms of this study, the purpose is to investigate the supply chain coordination be-

tween customers and TPL providers. It creates the primary need for rich data and a 

deeper understanding of how the coordination works in practice for both parties. Hence, 

the empirical data were collected by interviews with a TPL firm and its customers. Also, 

a comprehensive literature review of the concepts regarding TPL coordination practice 

in existing studies was conducted. It enables both the triangulated data and the deeper 

understanding of the TPL coordination. Referring to Saunders et al. (2007), a mono 

method study is to use a single data collection technique and corresponding data analy-

sis procedures which is appropriate to this study. Hence, a mono method is adopted in 

this study. 

3.3.3 Time horizon  

Regarding this study, the outcomes were a “snapshot” of TPL coordination activities in 

practice. Due to the time and resources limitation, the authors chose the cross-sectional 

study. It is the study of a particular phenomenon at a particular time (Saunders et al., 

2007). 

3.4 Data collection 

Data collection plays an important role in scientific research project and contributes to 

answering research questions and fulfilling research objectives. Data collected via dif-

ferent means are categorized into two types, namely primary data and secondary data. 

Primary data is defined as data newly collected particularly for the purpose of a research 

while secondary data refers to exploiting data that have already been collected for other 

purposes (Saunders, Lewis & Thornhill, 2007). Considering this research is conducted 

with case study strategy, the choice of matching data collection techniques is of impor-

tance. According to Yin (2009), the main sources of evidence for a case study are nor-

mally extracted from interviews, direct observations, participant-observation, physical 

artifects, archival records and documentation. In this research, the authors decided to 

utilize interviews for primary data collection and documentation for secondary data col-

lection respectively. 

3.4.1 Primary data source 

The primary data were gathered via interviews with one TPL firm and two customers. 

All these three company were not selected randomly. The TPL firm is a leading logis-

tics services provider in Nordic regions. It is a well-known company with vast experi-

ences in cooperation with its customers. In most cases, the firm conducted long-term re-

lationship with its customers. Hence, the TPL firm is appropriate for this study. The two 

customers were selected from TPL firm’s customers list. After a background study, the 

authors found out the two customers are different in terms of logistics requirements, 

which fulfils the requirement of this study. Customer A has cooperated with the TPL 

firm for years and the relationship is very close. Different from customer A, customer B 

only involves an operational relationship with the TPL firm. The primary idea was to in-

terview with two different companies. The difference could provide the data compara-

bility to help the authors to seek the insights behind the cooperation. The convenience 
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technique was adopted in this study, which is considered as easiest, cheapest and least 

time consuming sampling techniques (Saunders et al., 2007). The three companies were 

appropriate for the study, plus considering the accessibility, time and resources limita-

tions, these three companies were selected in this study.  

3.4.2 Primary data collection 

Primary data is collected specifically for the research project being conducted (Saunders 

et al., 2007). Primary data collection contains several techniques, namely observation, 

interview and questionnaire. Observation refers the systematic observation, recording, 

description, analysis and interpretation of people’s behaviour (Saunders et al., 2007). It 

is rewarding but also extremely time-consuming. Meanwhile, deVaus (2002) points out 

that questionnaires require respondents to ask the same set of questions in a predeter-

mined order (cited in Saunders et al., 2007), which is considered inappropriate for this 

study since information from two different parties are demanded therefore the interview 

questions are different. For this research, qualitative data from two different parties are 

needed to answer research questions therefore the authors deployed interview as pri-

mary data collection technique.  

Interview 

As stated by Kahn and Cannel (1957), an interview is a meaningful discussion between 

two or more people. Using interviews is an effective mean to collect qualitative data. 

Saunders et al. (2007) propose a typology of interviews, which includes structured in-

terviews, semi-structured interviews and unstructured or in-depth interviews. Structured 

interviews are carried out based on predetermined standards while unstructured inter-

views completely involve no predetermined factors. In this research, semi-structured in-

terview is chosen as the technique for gathering primary data. Semi-structured inter-

views cover a range of questions regarding various themes.  Questions can be rear-

ranged or omitted based on the specific context of organizations or individuals (Saun-

ders et al., 2007). Moreover, semi-structured interviews allow the interviewers to intro-

duce additional questions to better explore research questions (Saunders et al., 2007). 

The authors chose semi-structured interviews as primary data collection technique on a 

basis of three reasons. Firstly, the research requires information from both supplier and 

customer perspective. Semi-structured interviews permit the authors to alter the ques-

tions accordingly to the particular context, which contributes to ensuring the quality and 

value of data collected. Additionally, semi-structured interviews can contain different 

themes. In this research, three research questions are proposed covering a variety of 

themes.  Utilizing semi-structured interviews enables the authors to collect data regard-

ing different themes and exploit collected data to answer research questions thus to 

achieve the research purpose. Furthermore, it is possible that additional questions may 

occur during the interviews. Semi-structured interview technique provides the authors 

with an appropriate way to handle it. 

The questions embedded in the interviews were designed on a basis of previously men-

tioned theories and frameworks. The interview questions were divided into different 

themes with regard to research questions. Specifically, interview questions for the first 

research question were developed according to concepts about TPL and customer de-

mand. To answer the second research question, the authors designed interview questions 

that are related to SCC and SCI theories. Finally, interview questions for the last re-
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search question were derived from TPL evaluation criteria. The interview questions 

were designed concise so the interviewees could elaborate further. Also the authors 

could bring up additional questions during the interviews. 

During this research project, the original interviews were audio-recorded and later reor-

ganized into shorter content. The abbreviated content presents relevant information re-

garding the research while maintains semantic consistency with the original interviews. 

Also, notes were taken during the interviews in order to capture key information con-

cerning the research. Both the recorded audio and the notes help the authors with the 

synthesis and analysis of primary data. Table 3.1 illustrates how interviews were done 

with each interviewee. 

Table 3.1 Interview approach 

Company Interviewee Interview approach Duration 

The TPL provider Manager of sales and 

marketing department 

Skype  1 hour 

Customer A Logistics manager Face-to-face 55 minutes 

Customer B Transport manager Face-to-face 58 minutes 

3.4.3 Secondary data collection 

Secondary data is often collected by other individuals or organizations for other pur-

poses. It includes raw data and published summarizes, both qualitative and quantitative 

(Saunders et al., 2007). As mentioned previously, this research applies documentation 

as data collection technique for secondary data collection.  

Documentation is a stable data collection technique with a wide coverage in research 

field (Yin, 2009). Documentary secondary data consists of written materials (e.g., writ-

ten reports, administrative and public records) and non-written materials (e.g., video re-

cordings, pictures) (Saunders et al., 2007).  In this research, the authors visited the web-

sites of interviewee firms to retrieve critical knowledge and information. In addition, 

books and scientific articles that are relevant to the research topic were reviewed in or-

der to build a comprehensive process of cognition for the authors. Furthermore, avail-

able resources in Jönköping’s internal library service (JULIA) were used to complement 

the primary data. Besides, Google Scholar was used as search engine to identify and 

gather valuable secondary data. Also, the authors seek relevant secondary data in three 

online databases, namely Emerald, ScienceDirect Business and Springer. Below a table 

containing the key words for online searching is illustrated: 
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Table 3.2 Key words 

Supply chain coordination Supply chain integration Supply chain management 

Coordination with customers Third party logistics TPL evaluation criteria 

Customer needs and TPL Coordination practices TPL services 

Logistics service provider Coordination classification TPL customers 

TPL classification Coordination mode Coordination mechanisms 

Solution business Logistics solution Marketing solution 

Business customer Customer demand Supply chain customer 

 

The initial step to handle the search results was reading the abstract of the documents. 

By reading the abstracts, the authors could see whether this document is relevant or not. 

To ensure the relevance of the articles, the authors further looked at the theories used in 

the articles as well as the results they yield. The next step to proceed involves highlight-

ing the text that introducing critical information, such as the description of theories, or 

the presentation of results. After that the authors saved the changes made in the articles 

and rename those files after their authors and themes. Ultimately, the authors catego-

rized the articles in terms of theme for further interpretation and utilization.  

3.5 Data analysis 

In this thesis, the data analysis is particularly focused on the qualitative data analysis. 

The qualitative data analysis procedure followed Seale (1999) theory: empirical data 

were gathered and then analyzed by employing the existing theories. The empirical data 

were collected by the several interviews. 

Saunders et al. (2007) state that there is no standardized approach to analyze the qualita-

tive data. There are numerous different approaches to analyze the qualitative data. Since 

the thesis adopts an inductive study, the authors chose to use the data display and analy-

sis approach. Based on Miles and Huberman (1994), it belongs to the inductively-based 

analytical procedures. Three sub-processes compose the processes of data display and 

analysis approach: data reduction; data display; drawing and verifying conclusions.  

To begin with, the data reduction process involves summarizing and simplifying the 

collected data and selectively focusing on important part of the data (Miles & 

Huberman, 1994). To be more precise, the aim of this process is to transform the data 

and condense it, and then categorize the collected data into groups, for example TPL 

provider offered services, coordination evaluation and coordination actives. The sum-

marized results were presented in analysis chapter. 

The next process is the data display. Referring to Miles and Huberman (1994), this pro-

cess involves organizing and assembling the reduced data into diagrammatic displays. 

According to the research questions, the data were categorized into three groups: the 

TPL services and customer demand, coordination activities and the coordination evalua-

tion. As far as the authors were concerned, those three groups were transformed into 

forms with defined rows and columns. For example: In the TPL services table, it con-
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sists of two tables. The first table presented the TPL firm offered services. By adopting 

the TPL service classification described in previous chapter, the authors classified and 

summarized the specific service into each category. The categories were used in the first 

column. And the specific logistics service was illustrated under each category. Based on 

the structure, the second table presented the logistics services used in the two customers. 

The specific table and data were presented in analysis chapter. By adopting the data dis-

play process, it can provide certain advantages for the study such as data are relatively 

easy to generate. In addition, it fits the data specifically and it is helpful to develop ana-

lytical thinking (Saunders et al., 2007).  

The final process is drawing and verifying conclusions. After analyzing the collected 

data, the authors attempted to find out the differences and similarities between the exist-

ing theory and the empirical findings in order to draw conclusions and answer research 

questions, and further fulfill research purpose. 

3.6 Research credibility 

Reliability mainly refers to the consistency of the results gathered (Gratton et al., 2010). 

In order to reduce the possibility of getting wrong answers the reliability and validity 

are discussed as below: 

3.6.1 Reliability 

Based on Saunders et al. (2007), reliability is the degree to which the data analysis pro-

cedures and data collection techniques yield consistent results. The concern about the 

reliability in different types of interviews is related to forms of bias. According to Saun-

ders et al., (2007), the first related bias is called interviewer bias. It caused by the inter-

viewer may misinterpret the interviewee’s answers. This bias can be avoided by sending 

back the interview summaries to the companies and get the approval to ensure the inter-

viewers were understood and provided with the right information. Hence, the authors 

sent back the interview summaries to the interviewees for confirmation that right infor-

mation is gathered.  

Relating to this bias, there is one more bias called response bias. It usually caused by 

the perception about the interviewer (Saunders et al. 2007). Since the authors chose in-

terview structure is semi-structure interview, it might be the threat to the data reliability. 

To avoid this bias, the authors sent the topic of their study while contacting interviewees. 

It enables the interviewees to know the direction of the interview before they agree to 

participate in this study. Before the interviews, the authors provided the interviewee 

with interview questions so the interviewees can prepare in advance. Moreover, the 

topic of this study concentrates on companies’ logistics activities in practice. The au-

thors believed that the perception of interviewees will not affect their companies’ logis-

tics activities in practice.  Also, the authors made a comprehensive preparation to ensure 

that they interviewed the right person.  

In terms of the secondary data, all the literatures and scientific articles are carefully cho-

sen by the authors. The authors ensured that the reference sources were selected from 

reliable publications and books. Moreover, the authors evaluated all the secondary data 

sources to guarantee the information were accurate and relevance to this study.  

Y.Jr
矩形



 

 
33 

3.6.2 Validity 

Referring to Saunders et al., (2007), the validity is whether the findings are really about 

what they appear to be about. It usually involves the internal validity and external valid-

ity. The meaning of external validity is the ability to generalize data across persons, set-

tings and time. Internal validity instead deals with how research findings fit with the re-

ality (Cooper & Schindler, 2000). To ensure the internal validity, the authors carefully 

selected the existing theories and gathered the relevant information about the TPL and 

TPL coordination. It ensures that the construct of this study is able to capture the mean-

ing of the research subject in a correct way. The external validity is the generalizability 

of this study. Based on the structure of this thesis, it is qualitative case study by using 

semi-structured interviews. According to Yin (2003), this kind of study cannot general-

ize for the entire population. However, according to Juliet and Strauss (1990), this study 

could provide certain values to other studies when it comes to the similar situations. 
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4Empirical study 

In this chapter, the empirical findings will be presented. The findings from the three tar-

get companies are presented individually.  

4.1 TPL provider company 

General information 

The TPL firm is one of the leading carrier-independent logistics service providers in 

Nordics. It is specialized in managing efficient logistics processes. The core strategy is 

to perform the best logistics services to achieve a high level of customer satisfaction. 

The company has vast experience in managing logistics services, mainly involved in re-

tail, consumer and industrial logistics.  

The interview was conducted with the manager in sales and marketing department in the 

TPL firm. 

Logistics services 

The company provides fully integrated logistics solutions covering the entire supply 

chain from the freight management to distribution. Their customers exist in different in-

dustries such as manufacturing, retailing, and e-commerce. Based on the study of the 

customer behaviour, it can be seen that the customers streamline their logistics to enable 

themselves to focus on their core business. Hence, the firm categorizes their logistics 

services into: Retail logistics - for manufacturers and suppliers to the retail trade, Con-

sumer logistics - for e-commerce and mail order, Industrial logistics - for industrial 

manufacturing and spare parts management. The table 4.1 illustrated all the offered ser-

vices below. 
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Table 4.1 Logistics service 

Consumer logistics Retail logistics Industrial logistics 

Order entry interface 

Online store and e-commerce 

engine 

Credit control 

Customer service 

Purchasing 

Order fulfilment 

Warehousing 

Inventory management 

Distribution 

Invoicing 

Payment processing 

Claims and returns 

Control tower supply chain 

Order handling 

Purchasing 

Inbound freights 

Cross-docking 

Warehousing 

Order execution 

Groupage 

Distribution-from FTL to ex-

press deliveries 

Tracking and tracing 

Handling of sales support ma-

terials and retail equipment 

Repacking for displays and 

promotions 

Customer service 

Inventory management 

System support 

Material planning 

Purchasing 

Delivery scheduling 

Inbound freight 

Cross docking 

Warehousing 

Preassembly 

Sequencing 

Kitting 

Order handling 

Packing and repacking 

Distribution 

Inventory control and verifica-

tion 

Supply chain control 

 

Consumer logistics 

Consumer logistics services cover a quite wide range from order capture via online in-

terface to payment and returns handling.  

After several years of cooperation with some well-known internet-based retailers, the 

consumer logistics services have become into a set of mature logistics services. With 

well-based knowledge about consumer logistics services, the company realizes that cost 

efficiency and short lead time are two most important aspects which need to achieve. 

However, the logistics process often involves large transaction volumes with variations 

which are highly affected by seasons and campaigns. To solve these problems, the com-

pany offers well-adapted logistics apparatus for its customers. The company is capable 

of flexible IT solutions to support the logistics processes form order to payment. More-

over, their integrated e-commerce solution is built on standard software and provides an 

integrated platform for order capture (online store and customer services), order proc-

essing (e-commerce engine), logistics and distribution, plus payments. 

Consumer logistics services also contain the value-added services which are handling of 

packaging and campaign material, handling of complaints and return flows, as well as 

invoice printing and handling of payments. They also have some customized solutions: 
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volume distribution for e-retailers and distance sellers, distribution of printed material, 

distribution of marketing material and profiled products (clothing).  

Over the years, the company has developed a number of custom solutions for: 

 Volume distribution for on-line and mail order retailers 

 Distribution of printed material 

 Distribution of promotional products 

 

Retail logistics 

The retail logistics represents the major part of the company’s operations in which de-
liveries are sent to the majority of large retail chains and shopping centres. They provide 
specialized and retail trade for sales companies, wholesalers, and manufacturers in Nor-
dic regions. The company believes that efficient distribution and coverage are two im-
portant aspects in retail logistics. To be more competitive than other TPL firms, they 
provide one-day shipment in all the metropolitan areas of the Nordic region.  

For specialized and convenience goods trade, the company provides specialized services 

for handling difference size of packages from individual packs to full container loads. In 

order to satisfy various customer requirements, the company operates different distribu-

tion channels in different situations.  

Considering efficiency is the foundation of the company, they strive to provide the most 

flexible and efficient freight and distribution routes based on customers’ individual 

needs. In terms of handling seasonal and campaign-generated variations in volume, the 

company develops their production equipments with more flexibility and scalability to 

meet the various customers’ needs. Hence, the retail logistics covers a wide range such 

as providing customer control and traceability of the logistics flow, cleanliness, climate 

control, handling hazardous goods, plus offering transparent system solutions to cus-

tomers.  

After years of development, the company is capable of providing specialized and cus-

tomized services to meet specific requirements: 

 Consumer products, such as foodstuffs and other convenience goods, hygiene prod-

ucts, health foods, drinks and tobacco, ready-made clothing and accessories 

 Media products, e.g. books, CDs and DVDs 

 Capital goods and IT products 

 Products for other specialized trade, e.g. construction, sport and children's products 

Plus, the value-added services are also involved within retail logistics which include 

quality control, management of return flows, repackaging, re-labelling, price marking, 

sales promotion and display of material on behalf of sales teams and marketing depart-

ments. 

Industrial logistics 

The core objectives in industrial logistics are to help industrial companies to reduce lead 

time, transport costs and tying-up of capital while increasing delivery precision. In order 

to achieve these objectives, the company not only provides “just in time” delivery com-

ponent but also aftermarket services for manufacturers and suppliers of both industrial 

and consumer products. To gain more competitive advantages, the company has exten-

sive strong IT support to develop, operate and monitor both logistics and system flows. 
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Besides, information communication between company and its customers can be 

reached via the company’s portal to send the status messages.  

The company offers specialized, custom solutions for: 

 Vehicles/Automotive 

 Manufacturing 

 Electronics 

 Medical equipment 

 Spares handling 

 

Customer coordination 

Considering relationship with customers, the company current has 80% to 90% opera-

tional relationship and 10% to 20% strategic relationships. Overall, the majority of their 

customers that cooperate with them are more than 5 years to 30 years. The company be-

lieves that the key point to keep a long-term nature of cooperation is operational excel-

lence. The operational excellence can be understood as the company strives to perform 

the best logistics services to achieve a high level of customer satisfaction. In terms of 

achieving the long-term relationship cooperation, the core coordination activities can be 

summarized into three main aspects: mutual communication, regular meetings and mu-

tual KPIs.  

Mutual communication refers to conduct clear communications with customers to clar-

ify the customers’ needs and requirements. It can be considered as the basis line of co-

operation. Since the coordination usually involves a series of interactions between the 

TPL firm and its customer, a frequent and clarified communication becomes more cru-

cial during the long-term cooperation. Hence, a regular meeting is also required. The 

company holds weekly and monthly meetings with its customers to enable frequent-

updates of cooperation information for both parties. Mutual KPIs are used to evaluate 

the company’s logistics services. It is set up under the both parties agreement. It enables 

the company to understand their services performance in relation to their set strategic 

goals and objectives.  

Cooperation practice 

The foundation for the company is contract logistics. In most circumstances, the com-

pany receives the logistics requirement from customers’ side. Before the contract is 

made, the company experiences preparation for months. During the time, the customer 

behaviour study and a further communication has to be done. A large number of meet-

ings and company behaviour research is required to enrich the understanding of each 

party’s requirements and cooperation activities in details. According to different cus-

tomers’ needs, the preparation activities might alter. For example, a customer needs 

warehousing services. The customer needs a space management to make sure the ware-

house is able to fulfil customer’s needs. And IT setup is considered including EDI and 

communication techniques. Also the product transfer is needed to enable the shipment 

of goods from customer side to the company’s warehouse. Most contracts are involved 

3 to 5 year cooperation.  
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4.2 Customer A 

Company background 

The company is a successful retailer in Europe. It provides a wide assortment of prod-

ucts for customers’ daily life. The company has affiliates in both European and Asia and 

roughly 4000 employees. 

The company started to cooperate with the TPL provider in 2006. Back then, the cost of 

warehousing was excessive. Besides, the disparity between the supply volume and de-

mand volume often resulted in backlogs or out-stock. The company wanted to establish 

better supply chain network in Sweden to balance and buffer the variation between sup-

ply and demand. Therefore, it was decided to collaborate with the TPL company with a 

focus on inventory management. Supportive activities such as IT setups and transporta-

tion are also included. 

Information about interviewee 

The interviewee currently holds the position of logistics manager in the company. His 

responsibilities include design of warehousing/inventory strategy, negotiation with TPL 

providers, etc. He claims that the focus of logistics in the company is to fit the com-

pany’s business strategy and support its business processes. 

Cooperation and coordination activities 

During the cooperation, the company and the TPL provider built two warehouses to-

gether. One of them is located in southern Sweden and another one in central Sweden. 

Since the company chiefly import finished goods from other countries and almost in-

volves no production activities, the main function of warehouses is storing finished 

goods. However there are several unique characteristics of these two collaboratively-

built warehouses.  These two warehouses are designed with embedded workshops that 

deal with packaging, labelling and barcode printing. When products are purchased from 

external suppliers in other parts of the world, they are sent to either of these two ware-

houses. Staff of quality management will measure the quality of the products and send 

back those of unsatisfactory quality. The remained products, which are with acceptable 

quality, will be sent to workshops. In the workshops, employees re-label the products 

into unified format. Afterwards, those re-labelled products will be moved to workshops 

for packaging. In the package workshop, products are classified into different package 

categories with regard to their size, material and use. For example, electronic products 

are often categorised for transparent plastic package because of their small size and it is 

easy for customers to see the products with transparent packages.  After proper packag-

ing is done, products will be transferred to another workshop for barcode printing. Be-

sides, these two warehouses act as the central storage warehouse, which means they 

keep most of products in stock and distribute products to local warehouses according to 

orders. When a store is short of a certain type of product, it sends order to the local 

warehouse and the local warehouse will send the product. However when the local 

warehouse is in shortage, it contacts one of the central warehouses for product replen-

ishment. Once it receives replenishment, it delivers the product to the store. 

To achieve a satisfactory cooperation, several coordination measures have been imple-

mented throughout the cooperation. Before building the warehouses, information about 

storage space, product specification and other necessary perspectives is shared with the 
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TPL provider. In addition, an analysis of current warehouse network is done collabora-

tively in order to choose the site of the to-be-built warehouses. After the warehouses are 

established, delivery schedule of products are also exchanged with the TPL provider 

thus employees within the warehouses are informed of when and what products will be 

received.  

Besides physical warehouses being established, inventory management experiences 

some changes. Sales data and in-store stock level are recorded and connected to the in-

formation system in local and central warehouses. When the sales volume of a product 

increases during a time period, the staff in marketing department will analyze the situa-

tion and feed the result to decision-making managers. Then the manager decides 

whether to start proactive replenishment or not, where the central warehouse sends the 

product to local warehouse ahead of time in larger volume than usual. It prevents back-

order to some extent. Even if a back-order occurs, the company can fulfil it quickly. 

Also, the connection among stores, local warehouses and central warehouses allows the 

company to minimize in-store stock while the stock in warehouses works as a prop for 

the shifting market conditions. 

In terms of supportive activities, IT and transportation are implemented. The company 

desires to achieve the coordination of information flow and physical flow. The TPL 

provider helps the company to set up IT facilities throughout warehouses, stores and the 

company. With connected information flow among the company and its affiliates, the 

company can exploit data for further use, such as demand forecasting. On one hand, a 

warehouse management system (WMS) is installed to control operations in warehouse. 

It matches items with purchase order, the location of storage, and other subsequent ac-

tivities. The WMS is also connected to picking, sorting, and inventory systems in the 

warehouses. On the other hand, the in-store IT system and (point of sale) POS system is 

linked to the inventory system in warehouses. When an item is purchased, the in-store 

employee registers it in the computer and the information is sent to and recorded in in-

ventory system. The changes of information can be fully accessed in the company and 

partially accessed for the TPL provider. Once the information flow is coordinated, the 

company needs homologous transportation system to carry out its decisions. In this case, 

the TPL company provides transportation service to the company to match its physical 

flow with information flow. When the central warehouse receives an order from a local 

warehouse or a store, employees will arrange a delivery schedule and inform transport 

department. Then the item is moved to the local warehouse. The coordination of the two 

flows enables the company to respond properly to the market on a basis of reliable in-

formation and transportation. 

To ensure the seamless communication during the cooperation, the company holds 

monthly meetings with the TPL provider. In the meetings, the company and the TPL 

provider discuss about the statistics of current month. According to the result of discus-

sion, the two parties reach a consensus about the plan for next month. Furthermore, the 

two parties attempt to identify potential improvement annually. Once the improvement 

point is identified, the company will select relevant employee and start training pro-

grams specifically designed to achieve the improvement. The TPL provider will also 

sends experts to help the training. The company also has an agreement with the TPL 

provider that both parties should examine the contracts every half a year. The reason 

lies in the nature of the company. As a retailer it needs to focus on the market and 

change its strategy responsively, which also requires efforts from its TPL partner. 
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Evaluation criteria 

When it comes to the end of year, an evaluation regarding aforementioned activities will 

be carried out. For warehousing/inventory activities, the company primarily measures 

the usage of space, number of product damage, number of orders per hour, and effi-

ciency of workshop. The space usage indicates how much space is used and how much 

remains unoccupied. Number of product damage implies how many products are dam-

aged in warehouses. Number of orders per hour is regarding how efficiently warehouses 

handle replenishment request. Efficiency of workshop shows how much time the work-

shops need to re-label, pack and print barcode on every product and the number of de-

fects generated during these activities. 

As for transportation and IT service, KPIs are also articulated. Regarding IT, the accu-

racy of data transmissions is considered as an important factor of evaluation. Also, the 

company also emphasizes on the accessibility of data. It should be 24 hours per day ex-

cept for regular maintenance. Moreover, security is another element to consider when 

evaluating IT service. For transportation, on time delivery is the most critical criterion. 

In addition, track and trace of products are another KPI for transportation service 

evaluation. Apart from those, carbon footprint is measured for environmental considera-

tion. 

4.3 Customer B 

Company background 

The company is a leading supplier of air-technology based solution in global market. It 

provides air solutions for buildings, infrastructure and industry. It has factories in 20 

countries in Europe, USA and Asia. The company also concentrates on innovation and 

energy efficiency. 

Information about interviewee 

The interviewee is the transport manager who has already worked for 10 years in the 

company. Before that, he held a variety of positions within transport field. In the com-

pany, he and his transport team is responsible for supporting the operation of the com-

pany with seamless transport flows. Also, he is responsible for deliveries of materials 

and products from other countries into Sweden. When something needs to be high-

lighted and discussed regarding transport, he is the one to be contacted. The activities 

under his authority involve transportation planning, contacting TPL providers, trans-

port-related claims, etc. 

Change in strategy 

The company used to have a single-source transport strategy, where one supplier carried 

out all the activities concerning transportation. The single-source contract lived on for 8 

years and was re-negotiated on an annual basis. However, it was not benchmarked and 

never really exposed to competition. Afterwards a change in organizational structure 

took place, together with intention to establish new logistics strategy. The Swedish CEO 

and sourcing manager took the lead in conducting a RFQ of road freight for Swedish 

plants. As result the company moved from single-source setup to multiple-source setup, 

which brings the company enhanced cost reduction for logistics. 
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Now the company applies a multi-source strategy, which means there are two TPL pro-

viders for every market segmentation and five TPL providers in total. The two TPL 

providers for the same market segmentation perform different tasks. One provider func-

tions as primary provider that is responsible for main logistics activities. The other one 

provides complementary support for the primary provider. In addition, it steps in when 

the primary provider fails to meet the company’s demand. Comparing to the previous 

transport strategy, which is a global setup, the current strategy is national setup. It is es-

tablished on clusters and agglomerations of different geographical locations. For exam-

ple, Nordic countries are classified into one group while southern European countries 

are categorized into another group. 

Cost cutting is one important motivation for current logistics strategy. It allows the 

company to save more money from logistics by utilizing the new logistics strategy. Be-

sides, the pursuit of less product damage drives the company to handle warehousing and 

inventory operations on its own. Moreover, the emissions of waste gas and other envi-

ronmental concerns is another factor that forms the current strategy. Likewise, the 

multi-source strategy gains the company flexibility to swap transporters and open up for 

business context. With this strategy, the company becomes a more active player on the 

freight market.  

TPL usage 

In the past, the company had used TPL providers for a variety of service such as ware-

housing, pick and pack, inventory. Years ago, it was decided to move from that scenario 

to handle everything locally in Jönköping and send everything directly from Jönköping 

to end customers all over the world. In current situation, TPL providers perform merely 

transport function for the company. The only exception exists in Italy, where transport-

ers re-label the materials from an external contractor for a particular product branch. 

In terms of transport flows, it starts with the company buying materials from a vast 

number of suppliers worldwide. Transporters move materials to the plant in Jönköping. 

The materials are sent either to assembly stations or into stock. Materials are received 

on a daily basis and production is in process constantly. When orders are still in produc-

tion, the transport department informs customers of the exact date when the orders will 

be ready for delivery. Additionally, the transport department communicates with cus-

tomers to know their expectation. If the customer wants to receive the product on a spe-

cific time of a certain day or postpone the delivery, the delivery schedule alters in ac-

cordance. Relevant information is sent to the transporter and trucks will be booked in 

advance, which arrives on time to load products as booked. After loading the products, 

they leave and distribute the products to end customers. 

On one hand, the transporter consolidates different supply steams in hubs and ware-

houses, and then delivers the materials to Jönköping. On the other hand, large loads of 

products are split up in hubs and warehouses before sending to geographically separate 

end customers. Moreover, return is another topic worth noting. When a customer returns 

a damaged or incorrect delivery, the transporter sends a vehicle to pick the return and 

delivery the exchange or correct product. The same goes with suppliers. 

For road transportation, the transporter provides tracking service. However, the track 

and trace is not considered as a problem because the delivery time is extremely ex-

pressed. Usually goods for southern Swedish cities can be delivered within one day 
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while northern parts of Sweden take two or three days. For continental Europe, it takes 

approximately four days but could vary depending on the destinations.  

Contract is the only approach that bonds the company with all TPL providers. Within 

the contract, price, timetables, service requirements and other details are articulated.  

The company also holds quarterly operation/quality/development meeting with the TPL 

provider. During the meetings, they discuss about current operations and performance, 

seeking potential improvement. Furthermore, they attempt to identify mutual tasks they 

can perform to enhance the cooperation. The meetings improve relationships the com-

pany has with the TPL provider as well. When starting cooperation with a new provider, 

they would have larger number of meetings. In addition, the company invites the pro-

vider to visit their factory and sends staff to visit the provider’s plant. In this way, they 

can understand how each other operates. If the provider is assigned to work with a spe-

cific group of customers, the company will explain to the provider about the behaviour 

and requirements of the customer. 

The company demands shipments statistics, deviation statistics, emissions reports and 

other relevant figures from its TPL providers annually. In addition, the company meas-

ure the usage of space capacity with a load optimization programme. With the pro-

gramme, it can be seen how much space is saved. The company sets a target of how 

much space should be saved monthly, which is based on the produced/shipped volume 

out of the factory. CO2 emission is also recorded, which is measured against ISO stan-

dards.  A more operation-related KPI is service level. It concerns the providers deliver 

on time and as per the company's demand and ISO requirements. 
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5Analysis 

The analysis is presented in this chapter. It is based on the empirical findings and it will 

connect to the frame of reference. 

5.1 Third party logistics provider classification 

Initially, it is necessary to map the TPL firm’s position in the TPL provider classifica-

tion. In relation to classification of TPL providers Hertz and Alfredsson (2003), the em-

pirical data implicates the TPL firm has a relatively low customer adaption but high 

problem solving general ability. The TPL firm offered logistics services cover from 

standardized physical movements to advanced value-added services. Based on different 

customers’ needs, the company provides some sets of standardized logistics services 

and turns them into integrated business modules. It expands its business market in Nor-

dic region to meet different requirements, creating economies of scope and scale. In 

summary the TPL firm belongs to service developer quadrant.  

5.1.1 Offered logistics services 

In the empirical data, table 4.1 shows the collection of the TPL firm offered services. By 

deploying the categorization of TPL service; the offered services are summarized into 

four categories, which are inventory and logistics management, customer service, ware-

housing, and transportation (Vaidyanathan, 2005).  
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Table 5.1 The TPL firm offered service 

Inventory and logistics 

management 

Customer service Warehouse Management Transportation 

Freight consolidation 

Freight distribution 

Forecasting 

Inventory management 

Order entry management 

Shipment planning and man-

agement 

Traffic management 

Inventory control and verifi-

cation 

Supply chain control 

Inbound freight 

Online store and e-

commerce engine 

Credit control 

Customer service 

Purchasing 

Order fulfilment 

Invoicing 

Payment processing 

Claims and returns 

Control tower supply chain 

Order handling 

Order execution 

Tracking and tracing 

Handling of sales support 

materials and retail equip-

ment 

Repacking for displays and 

promotions 

System support 

Packaging 

Product making 

Labelling 

Warehousing 

Receiving 

Bar code printing 

Assembly and installation 

Preassembly 

Sequencing 

Kitting 

Packing and repacking 

Material planning 

 

Cross docking 

Product return 

Merge in transit 

 

Table 5.1 presents the TPL firm offered services in the four categories. In summary, the 

company provides integrated logistics solutions that cover the whole supply chain (from 

order to payment). Through the long-term nature cooperation with partners, the com-

pany gains extensive experience in terms of integrated logistics services offering. To be 

more competitive to other TPL companies, the company invests heavily on logistics 

centres, advanced logistics apparatus and warehouse expansion. It gains the company 

leading performance in terms of distribution and effectively integrated solutions and ef-

ficient handling of the fundamental functions of warehousing for different industries. 

Hence, warehousing and inventory management can be considered as the main compe-

tence of the company. Moreover, the company has a strong IT department to support 

their logistics service offerings. With the help of advanced logistics apparatus and ex-

tensive logistics knowledge, the company provides different industry-tailored solutions 

to fulfil various customers’ needs. 

As illustrated, Table5.2 presents the logistics services the two customers are currently 

using. It can be seen that the two customers have adopted the different logistics ser-

vices. Customer A requires a set of integrated logistics solution which focuses on ware-
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housing and inventory management, also basic transportation and customer services. 

Compared with customer A, the customer B only requires pure transportation services. 

Table 5.2 Customers required services 

TPL pro-

vider 

Inventory and logistics 

management 

Customer service Warehouse 

Management 

Transportation 

Customer A Inventory management 

Inventory control and 

verification 

Shipment planning and 

management 

Traffic management 

Freight consolidation 

Freight distribution 

Quality control 

Payment process-

ing 

System support 

Warehousing 

Packing 

Labelling 

Bar code 

printing 

Cross docking 

Product return 

 

Customer B Shipment planning and 

management 

Traffic management 

Freight consolidation 

Freight distribution 

Payment process-

ing 

System support 

 Cross docking 

Product return 

 

5.1.2 Customer demand position 

Since the coordination is established between the TPL provider and its customers, it re-

quires a driver for these two parties to cooperate. In terms of the customer demand, it 

can be considered as the primary reason for a customer to coordinate with a TPL pro-

vider. A customer demand analysis is required. Relating to this study, it involves two 

customers cooperating with one TPL firm. According to Penttinen and Palmer (2007) 

customer demand can be analyzed from two dimensions, namely the buyer-seller rela-

tionship and the completeness of offerings. To be more specific, the buyer-seller rela-

tionship consists of bundled service and extension in meeting customer needs, the na-

ture of buyer-seller relationship contains operational linkages, information exchange, 

legal bonds, cooperation and adaptation. By adopting this theory, the authors can posi-

tion the two customers’ demands.  

In terms of customer A, it requires an improvement of supply chain network. The seven 

years cooperation involves two warehouses construction and series of logistics activities 

such as warehousing, inventory management, and physical goods movement. According 

to empirical findings, customer A requires improvement of supply chain network which 

involves a series of up-coming bundled services such as warehousing, inventory man-

agement and physical goods movement. The series of logistics services provides a cer-

tain integrated logistics solution for customer A. It can be considered that customer A 

are using bundled services offered by TPL firm. Relating to the extension of meeting 

customer needs, customer A and the TPL firm hold meetings for services evaluation 

frequently. And the cooperation lasts for seven years. It implies that the satisfaction of 

current cooperation is quite high. As a result, the completeness of offering is in high 



 

 
46 

level. In terms of the nature of relationship, this cooperation is primarily based on con-

tracts. Moreover, the cooperation requires a high level of involvement in mutual busi-

ness plan. Hence, the operational linkages and legal bonds must be relatively high. Be-

sides, these two parties have monthly meeting and the cooperation lasts for almost 

seven years. As a consequence, it is a long-term nature relationship. In summary, cus-

tomer A demands an integrated solution from the TPL provider.  

Comparing with customer A, customer B requires totally different logistics services. In 

table 5.2, it indicates that customer B only adopts very basic logistics services in trans-

portation category. Cost cutting is their core logistics strategy. Hence, the company only 

outsources pure transportation and performs other logistics functions internally. In rela-

tion to customer position, the pure transportation cannot relate to bundled services. 

Based on the empirical data, the long term nature relationship does not extend the of-

fered services. Hence, the extension in meeting customer needs is relatively low. When 

it comes to the nature of relationship, the customer B and the TPL firm also establish 

contracts based on long term cooperation. In respond to large amount of orders, opera-

tion-linked activities and information exchange are conducted on a frequent basis. In 

conclusion, the nature of buy-seller relationship is considered relatively high. Therefore, 

the demand of customer B is an integrated component.  

5.2 SCC classification 

5.2.1 Coordinated function 

Different activities are involved in the two customers’ cases. Table 5.3 illustrates differ-

ent functions involved in the two cases as below. 

Table 5.3 Coordinated function 

Company Coordinated function 

Customer A Inventory  

Customer B Logistics 

 

In the case of customer A, the activities cover warehousing, inventory management, IT 

setups and transportation. It is worth noting that warehousing and inventory manage-

ment are the primary objectives while IT setups and transportation are supportive meas-

urements for them. Therefore, the coordination function in this case lies in inventory. 

As pointed out earlier, inventory management is a complex issue not only because it 

covers a wide range of activities but also directly affects the implementation of inven-

tory policy (Arshinder et al., 2008).  In this case, inventory and warehousing are tightly 

connected. Excessive warehousing costs, unsatisfactory inventory performance and the 

need for enhanced supply chain network drive the cooperation between customer A and 

the TPL provider. Building and managing warehouses with the TPL provider help cus-

tomer A optimizing its business process regarding warehousing and inventory. 

In terms of customer B, it is articulated that transport is the only aspect that currently 

involves external supplier. Therefore logistics is the function where coordination with 
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the TPL provider occurs. Based on Langley et al. (2009) together with the empirical 

data, global sourcing and distribution is the reason of the cooperation. 

Different business needs demand different functions to be coordinated. On one hand, 

Customer A is a retailer, who needs better inventory management for its business. On 

the other hand, customer B is a manufacturer that sources from all over the world, 

which implies the need of TPL transport service. In addition, customer B used to coop-

erate with TPL providers for warehousing, which is now cancelled due to unsatisfactory 

performance.  

5.2.2 Coordinated interface 

Interfaces are generated when different kind of processes interact with each other (Ar-

shinder et al., 2008). Therefore, precedent and subsequent activities of the coordination 

should be considered in order to identify coordination interfaces. Since the two cases 

concern various functions, the involved interfaces are different. Table 5.4 shows the co-

ordinated interfaces in each case. 

Table 5.4 Coordinated interface 

Company Coordinated interface 

Customer A Distribution-Inventory 

Customer B Procurement-Production 

Production-Distribution 

 

In terms of customer A, the coordination lies in inventory function of its supply chain. 

Central warehouses are constructed collaboratively to gain less costs and enable im-

proved inventory policies. Items are stored in the central warehouses until a local ware-

house or store sends an order for replenishment. Then TPL transport service distributes 

the item to the local warehouse. In this process, it is express that it involves inventory 

and distribution activities. Thus the coordinated interface that exists in customer A’s 

case is between distribution and inventory. Through this interface, customer A coordi-

nates its inventory management with transportation with considerations of costs, which 

is the typical concentration of coordination at this interface (Arshinder et al., 2008) 

From the perspective of customer B, it becomes more complex. Although transport is 

the merely service the company uses, it exists in two different contexts. On one hand, 

materials are procured from external suppliers and transferred to customer B’s factory. 

To put it another way, the process starts from procurement and ends in production. Ac-

cording to the empirical data, customer B makes purchases on a basis of large volume 

and high frequency. The usage of transport service from TPL provider can increase 

flexibility and reduce costs of material delivery. Arshinder et al. (2008) point out that 

there might be conflicts at this interface since suppliers want to sell materials in large 

volume with flexible delivery schedule while manufacturers prefer just-in-time strategy. 

However in this case, there is no conflict because customer B buys a large number of 

materials and the TPL provider offer flexible transportation schedule. 

On the other hand, finished products are distributed out of the factory to end customers. 

In this situation, coordination takes place between production and distribution. Cus-
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tomer B and the TPL provider reach an agreement on costs and service via contracts, 

which means the potential conflicts caused by disparity between costs and service are 

well handled. 

5.2.3 Coordination mechanism 

Several coordination mechanisms are mentioned in both cases. Table 5.5 extracts and 

displays appeared mechanism as beneath.  

Table 5.5 Coordination mechanism 

Company Coordination mechanism 

Customer A Contracts 

Information sharing 

Joint decision-making 

Customer B Contracts 

Information sharing 

Joint decision-making 

 

In both cases, contracts act as a principle for coordination. In the case of customer A, 

the contract is reviewed once half a year since it needs continual updates for the chang-

ing market environment. Similarly, customer B claims that contract is the only bonding 

with the TPL provider, which articulates service level, costs and other details.  

The activity of information sharing is another characteristic that exists within coordina-

tion.  Customer A exchanges massive information regarding inventory with the TPL 

provider in order to enhance the inventory performance. The connection among ware-

houses, stores, customer A itself and the TPL provider enables coordinated information 

flow through part of the supply chain, which results in better inventory management. 

However in customer B’s case, this type information sharing is not found. Even though 

field visit and regular meeting is scheduled as ways to communicate with the TPL pro-

vider, empirical findings indicate very few situations where customer B shares its orders, 

inventory, sales or other data with its external transport service provider. But informa-

tion regarding transportation schedule is shared with the TPL provider, which supports 

the later transportation service. Also, if the TPL provider is responsible for a specific 

group of customers, customer B will share knowledge regarding customer behaviour 

and requirement with the TPL provider. 

Joint decision-making seems to be another common factor. Both cases indicate that 

regular meetings are scheduled during the cooperation. Customer A makes the plan for 

next month together with the TPL provider. Besides, annual meetings are arranged to 

seek potential improvement. In like manner, customer B holds quarterly meetings with 

the TPL provider regarding operation, quality and development. The meeting improves 

the relationship between customer B and the TPL provider. It is worth pointing out that 

customer B schedules meetings on a more frequent basis if the cooperation is fresh with 

a new provider. The reason is that customer B believes that frequent meetings will in-

crease the development of relationship with and understanding about the certain pro-
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vider. It is critical to mention the joint decision-making is regarded as unusual in cus-

tomer B’s case. Since customer B mainly uses pure transportation services, the need for 

joint decision-making seems not obvious. However with a deeper investigation into this 

case, this mechanism is identified. The authors hold the opinion that customer B wants 

to gain competence via TPL transportation services, which requires it to share planning 

and decision-making processes with the TPL provider. 

It is important to point out that the information about coordination based on information 

technology is not sufficient, thus it is not taken into consideration. Although customer A 

mentions some IT applications and information systems that are currently used for their 

business, the focus is still at information sharing rather than enabling supply chain co-

ordination via standardization of IT systems. Apart from that, customer B doesn’t men-

tion much information about IT setups and utilizations for transport service.  

5.3 SCC modes 

As proposed by Simaptupang et al. (2002), SCC modes include logistics synchronisa-

tion, incentive alignment, information sharing and collective learning. In the two cases, 

the SCC modes vary to certain extent. In order to identify the SCC modes, table 5.6 il-

lustrates coordination activities as below, followed by the analysis of each case. 

Table 5.6 Coordination activities 

 

 

 

Coordination 

activities 

Customer A Customer B 

Collaborative construction and man-

agement of central warehouses 

Inbound logistics 

IT setups and utilizations Outbound logistics 

Homologous transportation Return solution 

Inventory management Regular meeting 

Regular meeting  

 

For customer A, the concentration of coordination is inventory. The collaborative con-

struction and management of central warehouses is the fundamental basis for the pursuit 

of better inventory performance. Customer A and the TPL provider discuss the require-

ments of the warehouses before proceeding the construction. Information of storage 

space, product attributes and so on is shared. Additionally, an analysis of current ware-

house network is done with the effort of both parties to seek the information for choos-

ing the site for the warehouses. Furthermore, the warehouses are embedded with work-

shops that are specially designed for the business needs of customer A, namely re-

labelling, packaging, and barcode printing. Apart from the tangible infrastructure con-

struction, customer A also informs the TPL provider of product delivery schedule to en-

hance the operations in the warehouses. 

Besides, IT setups and utilizations provide supports for customer A’s business. Various 

systems for warehouse management such as WMS are installed in the warehouses to re-

cord stock and storage information. Those systems are connected with inventory man-

agement systems and in-store IT facilities. In this way, not only the warehousing opera-
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tions are optimized, but also information about stores, inventory and warehouses are 

connected. It therefore enables customer A to collect business-related information in 

real time and alter inventory strategies in accordance. A part from IT, the homologous 

transportation service is also an importance supportive activity. It allows customer A to 

carry out its decisions and changes via reliable transportation, which means customer A 

can respond quickly to the market conditions.  

Because of the above changes, inventory performance rises. In the past, customer A of-

ten experienced backlogs and out-stock but in current situation the performance of in-

ventory is greatly enhanced. Sales and stock level are bonded via information systems 

and recorded for further analysis, of which the results are used as a basis for decision-

making. Accesses to reliable information gain customer A improved ability to handle 

back-orders and initiate particular inventory strategy (i.e. proactive replenishment).  

Scheduled meetings for communication with the TPL provider cover a range of topics. 

On a monthly basis, customer A and the TPL provider discuss about monthly statistics 

and work out plans for the next month. On an annual meeting, the two parties share 

their thoughts on possible improvement. Once the potential improvement is identified, 

customer A and the TPL provider will set up training programs to cultivate employees 

to implement the improvement. 

Fisher (1997) states logistics synchronisation is a way to align logistics processes to de-

liver value to end customers. In this case, the first four activities are clearly designed for 

this purpose. Therefore, collaborative construction and management of central ware-

houses, IT setups and utilizations, homologous transportation and inventory manage-

ment are classified into logistics synchronisation mode. Via these activities, customer A 

can deliver value to its end customer in an enhanced manner. These activities also in-

crease the link among different operations, where the interdependencies are managed by 

customer A and the TPL provider together. In addition, information sharing with the 

TPL provider is achieved via regular meetings and IT setups and utilizations. Lee (2000) 

suggests that information sharing means enabling relevant, accurate and real-time in-

formation for decision-making. As mentioned above, information about stores, inven-

tory and warehouses is shared via a variety of systems, which supports improved deci-

sion-making. Essentially, the exchange of information provides knowledge and data for 

linking and handling warehousing and inventory operations. Moreover, the annual dis-

cussion about potential enhancement indicates collective learning. Collective learning 

implies the spread of knowledge across organizational boundaries that support the 

change process (Sawhney & Prandelli, 2000., Simatupang et al., 2002). In this case, 

training programs will be designed collectively to implement the improvement. To pro-

vide a visualized exhibition of this case, table 5.7 is illustrated as below: 
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Table 5.7 SCC modes of customer A 

SCC modes of cus-

tomer A 

Logistics synchroni-

sation 

Information sharing Collective learning 

Activity Collaborative con-

struction and man-

agement of central 

warehouses 

IT setups and utiliza-

tions 

Homologous transpor-

tation 

Inventory manage-

ment 

 

IT setups and utiliza-

tions 

Regular meeting 

Regular meeting 

Focus Operational linkage Operational linkage Organizational link-

age 

Mutuality Complementarity Coherency Coherency 

 

In terms of customer B, logistics is the emphasis of coordination. It is mainly reflected 

in two aspects: inbound logistics and outbound logistics. Regarding inbound logistics, 

the TPL provider consolidates different supply streams into large truckloads in the hubs 

and warehouses. Afterwards it moves the loads to customer B.  

However, it is more complex in outbound logistics. When orders are still in production, 

customer B contacts the end customer and discusses about the delivery schedule. Based 

on customer requirement, customer B plans the delivery schedule and shares it with the 

TPL provider. When sending products to end customers, the TPL provider initially 

transfers the truckloads to hubs or warehouses, where large loads are divided into 

smaller loads based on destinations. Then the products will be loaded into smaller 

trucks and send to end customers. 

Occasionally, incorrect delivery or damaged product generates returns. In this case, the 

end customer contacts customer B for product exchange. Then customer B calls the 

TPL provider to pick the exchange product and send it to the end customer. The TPL 

provider also collects the returned product and sends it back to customer B. 

Customer B holds quarterly meetings with the TPL provider, discussing topics concern-

ing operation, quality and development. The two parties seek points of improvement to-

gether and mutual tasks that may enhance their cooperation. Also, knowledge regarding 

customer behaviour and requirement is share with the TPL provider to ensure service 

quality. 

Based on the analysis of the above coordination activities, it is explicit that inbound lo-

gistics, outbound logistics and return solution belong to logistics synchronization mode. 

These activities concern specific tasks (i.e. transport) and concentrate on interdepend-

ence among the supply chain, which match the description of logistics synchronization 
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(Fisher, 1997., Simatupang et al., 2002). Together it forms the strategy of collaborative 

transportation, where customer B hires the TPL provider to perform logistics function. 

Also all the activities are quite operation-focused, which is another evidence of their be-

longingness to this mode. Besides, regular meeting serves a dual role in this case. Ex-

changing information regarding delivery schedule and customer behaviour or require-

ment contributes to operational performance, which is a characteristic of information 

sharing mode (Simatupang et al., 2002).  Meanwhile, discussion between customer B 

and the TPL provider regarding improvement implies the sense-making process of lo-

gistics improvement (Sawhney & Prandelli, 2000). Furthermore, customer B shares 

knowledge regarding customer requirements and behaviour with the TPL provider, 

transferring knowledge across organizational borders. Therefore collective learning can 

be identified as another SCC mode. To illustrate the SCC modes of customer B, table 

5.8 is drawn as beneath. 

Table 5.8 SCC modes of customer B 

SCC modes of cus-

tomer B 

Logistics synchroni-

zation 

Information sharing Collective learning 

Activity Inbound logistics 

Outbound logistics 

Return solution 

Regular meeting Regular meeting 

Focus Operational linkage Operational linkage Organizational linkage 

Mutuality Complementarity Coherency Coherency 

 

In summary, both cases involve logistics synchronization, information sharing and col-

lective learning as current SCC modes for business operations. The difference exists in 

activities of logistics synchronization and information sharing. Customer A concentrates 

its attention on inventory while customer B focuses on transport. Moreover, in customer 

A’ case IT setups and utilizations is mentioned as an activity of information sharing 

mode but there is not much information about IT supports in customer B’s case. It is of 

importance to point out that the mode of incentive alignment does not appear in both 

cases. The reason is that incentive alignment mode requires explicit information about 

rewards and punishments for the involved employees. However the interviewees of both 

cases refuse to share relevant information for the consideration of business confidential-

ity.   

5.4 Evaluation criteria 

Customer A has a set of criteria for evaluating the coordination with the TPL provider. 

Starting with warehousing and inventory management, the usage of space in ware-

houses, number of product damage, number of orders per hour and the efficiency of 

workshop are measured. Additionally, accuracy of data transmission, accessibility of 

data and IT security act as criteria for IT service evaluation. In transportation aspect, on 

time delivery is the most critical indicator, followed by track and trace of products and 

carbon footprint measure. Table 5.9 below summarizes the evaluation criteria and KPIs 

used in the case of customer A. 
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Table 5.9 Evaluation criteria of customer A 

Evaluation criteria KPIs 

Performance On time delivery 

Efficiency of workshop 

Service Number of orders per hour 

Usage of space 

Track and trace of products 

Quality Number of product damage 

Carbon footprint 

Information technology Accuracy of data transmission 

Accessibility of data 

Security 

 

Based on the TPL performance evaluation criteria (Vaidyanathan, 2005) those KPIs be-

long to distinct evaluation criteria. On time delivery and efficiency of workshop indicate 

the performance of the TPL provider regarding how well it delivers products to ware-

houses and handles re-labelling, packaging and barcode printing activities. Accuracy of 

data transmission, accessibility of data and security of IT service concerns the usage of 

information technology and thus should be placed within information technology crite-

ria. In terms of service, number of orders per hour, usage of space and track and trace of 

products should be nominated since the three KPIs all involve physical warehousing 

services. Last but not the least, quality criteria in this case contain the number of prod-

uct damage and carbon footprint measure. Since these two KPIs deal with procedures 

for units handling and delivery, the authors believe quality is the right criterion catego-

rization for them.  

Different from customer A, customer B only outsourced the pure transportation ser-

vices. The transportation services involve the basic physical goods shipment, traffic and 

transportation planning. Regarding the key requirement for transportation, customer B 

specially focuses on short lead time and less damage during the transportation. More-

over, the product return services and environmental consideration are also included. The 

following table 5.10 shows the evaluation criteria of customer B. 
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Table 5.10 Evaluation criteria of customer B 

Evaluation criteria KPIs  

Performance On-time delivery schedules and deviations 

Average lead times 

Shipment errors 

Quality of units delivered 

Late /lost delivery 

Quality  ISO procedure for delivery 

ISO procedure for environment management 

Service Transportation management metrics 

Customer support service 

Annual reports 

 

According to the TPL performance evaluation criteria (Vaidyanathan, 2005), KPIs and 

evaluation criteria are summarized and presented in table 5.10. In terms of the perform-

ance section, the transportation service should meet several requirements. Products 

should be on-time delivered and the overall lead time needs to be short. Besides, the 

shipment error and the late or lost delivery should also be noticed. Customer B also fo-

cuses on the less damage during the transportation, so the quality of units delivered is 

included as well. In quality section, delivery procedure should be standardized; the envi-

ronment control during the transportation is required. The last important section is the 

service. It contains the transportation management metrics to measure the transportation 

services performance, customer support service that handles the product returns and 

some basic customer support activity, an annual report is also required to summarize 

and evaluate overall logistics performance.  

To summarize, both cases contain criteria regarding performance, quality and service. 

Although the KPIs vary rapidly in practice, they still belong to the same evaluation cri-

teria. The diversity of KPIs is caused by the different nature of business in the two cases, 

as well as the distinct particular coordination with the TPL provider. The only differ-

ence regarding evaluation criteria exists in information technology criteria. Different 

from customer A, who has IT supports for the coordination, there is few information in-

dicating IT utilization in customer B’s case. 

5.5 Summary 

The analysis delivers an enormous amount of information regarding the two cases.  In 

previous analysis, the cases are broken down and compared with each other or discussed 

together for specific analytical purposes. In this summary, each case is summarized as a 

complete single unit to provide a holistic view to readers. With regard to the structure of 

this research, Table 5.11 and 5.12 illustrate the analysis of each case individually. 
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Table 5.11 Analysis of customer A 

Theories & Research 

question  

Empirical findings & Analysis 

TPL & Customer 

demand (1
st
 research 

question) 

Required service Warehousing and inventory management 

Customer demand position Integrated solution 

SCC classification & 

Taxonomy (2
nd

 re-

search question) 

Coordinated function Inventory 

Coordinated interface Distribution to inventory 

Coordination mechanism Contracts, information sharing, and joint de-

cision-making 

Coordination activities  Collaborative construction and man-

agement of central warehouses,  

 IT setups and utilizations, 

 Homologous transportation,  

 Inventory management  

 Regular meeting 

SCC  modes Logistics synchronization, information shar-

ing and collective learning 

TPL performance 

evaluation criteria 

(3
rd

 research ques-

tion) 

KPIs  On time delivery 

 Efficiency of workshop 

 Number of orders per hour 

 Usage of space 

 Track and trace of products 

 Number of product damage 

 Carbon footprint 

 Accuracy of data transmission 

 Accessibility of data 

 Security 

Evaluation criteria Performance, service, quality and informa-

tion technology 

 

Based on the analysis, customer A requires an integrated solution for inventory from the 

TPL provider. The specific services cover inventory and logistics management, cus-

tomer service, warehouse management and transportation. The collective coordination 

is set up at the interface between distribution and inventory, focusing on inventory func-

tion of customer A’s supply chain. To establish standards for operation and achieve a 
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satisfactory result, the coordination operates under three mechanisms, namely, contracts, 

information sharing and joint decision-making. 

Particularly, the coordination activities consist of collaborative construction and man-

agement of central warehouses, IT setups and utilizations, homologous transportation, 

inventory management and regular meeting. In conjunction of aforementioned theories 

in previous chapter, it can be identified that SCC modes within this case include logis-

tics synchronisation, information sharing and collective learning. When evaluating the 

coordination, customer A applies a wide range of KPIs. On a theoretical basis, those 

KPIs can be classified into performance, service, quality and information technology 

perspectives. 
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Table 5.12 Analysis of customer B 

Theories & Re-

search question 

Empirical findings & Analysis 

TPL & Customer 

demand (1
st
 research 

question) 

Required service Transportation 

Customer demand position Integrated component 

SCC classification & 

Taxonomy (2
nd

 re-

search question) 

Coordinated function Logistics 

Coordinated interface Procurement to production and production to 

distribution 

Coordination mechanism Contracts, information sharing, and joint de-

cision-making 

Coordination activities  Inbound logistics 

 Outbound logistics 

 Return solution 

 Regular meeting 

SCC  modes Logistics synchronization, information shar-

ing and collective learning 

TPL performance 

evaluation criteria 

(3
rd

 research ques-

tion) 

KPIs  On-time delivery schedules and de-

viations 

 Average lead times 

 Shipment errors 

 Quality of units delivered 

 Late /lost delivery  

 ISO procedure for delivery 

 ISO procedure for environment man-

agement 

 Transportation management metrics 

 Customer support service 

 Annual reports 

Evaluation criteria Performance, service and quality  

 

Table 5.12 illustrates the analysis of customer B. It is constructed by three major aspects 

the required services, coordination practice and service evaluation. These three major 

aspects are connected with each other. Through the analysis of the required services, the 

authors position the customer demand. The demand is the core driver for coordination. 

As followed, the coordination activities are described explicitly in coordination practice. 
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Service evaluation is necessary in the long term nature cooperation. Hence, the evalua-

tion criteria are also concluded.  

Customer B requires the pure transportation services in long term nature basis. To posi-

tion the customer demand, it belongs to the integrated component. Based on the cus-

tomer need, the coordination practice is focus on the transportation. It involves the con-

tracts, information sharing, and joint decision making. The used evaluation criteria are 

performance, service and quality.  

Relating to the existing literature, the empirical results indicate that the coordination ex-

its between customer B and the TPL firm, of which results follow the same pattern with 

the used theories. 
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6 Conclusion 

In this section, each research question will be answered to fulfil the research purpose. 

RQ 1. What offered services could interest customers? 

The original intention of this research question is to figure out the driving forces of the 

coordination. The authors consider the TPL provider offered services as the starting 

point. In the analysis section, TPL firm offered services and the two customers’ out-

sourced activities were presented. The company provides integrated logistics solutions 

that cover the whole supply chain (from order to payment). Warehousing and inventory 

management can be considered as the main competence in the company. In terms of 

customers, different logistics services are used. Customer A has a high level of business 

involvement in warehousing and inventory management. Differently, customer B only 

applies pure transportation services which contain transportation planning and basic 

customer support services. By comparing the difference between the two customers, it 

can be seen that the two customers had different needs and requirements in terms of lo-

gistics function outsourcing. With the empirical findings, the authors adopt the existing 

theory to position customer demand. Customer A requires an integrated solution and a 

long term nature cooperation to enhance its supply chain network. Customer B requires 

a low cost and efficient transportation services to fulfil its business demand.  

In conclusion, customers are interested in services that fulfil their demands, no matter 

basic operational needs or more holistic demands. Customers always start from their 

own particular situations when seeking coordination with TPL providers. In this case, 

customer A pursues an integrated logistics solution (integrated solution) to improve it 

supply chain network while customer B seeks an integrated transportation function (in-

tegrated component) to connect its daily operations. 

RQ 2. What are the coordination activities for both parties in practice? 

To conclude, coordination activities in practice vary greatly in the two cases. In terms of 

customer A, the coordination activities comprise collaborative construction and man-

agement of central warehouses, IT setups and utilizations, homologous transportation, 

inventory management and regular meeting. For customer B, inbound logistics, out-

bound logistics, return solution and regular meeting are involved coordination activities. 

It is crystal that the coordination activities are distinct in the two cases. Those activities 

exist in different areas of the supply chain and therefore the coordinated functions and 

interfaces are not the same. Customer A coordinates inventory function with the TPL 

provider between distribution and inventory. Meanwhile customer B coordinates logis-

tics function with the TPL provider, from both procurement to production and produc-

tion to distribution.  

However it is interesting for the authors to see that coordination mechanisms and SCC 

models are the same in both cases. Within coordination mechanisms, contracts and in-

formation sharing exist because they articulate details and standards of the coordination, 

which is necessary for business cooperation. However, joint decision-making is unex-

pected to be a common mechanism in both cases, especially in customer B’ case. It can 

be understood that customer A and the TPL provider make decisions jointly because 

their scale of coordination is huge (e.g. the construction of central warehouses). How-

ever customer B also has joint decision-making with the TPL provider for the develop-
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ment of coordination. The authors believe the reason is that customer B seeks to gain 

competence via the coordination with the TPL provider. Customer B maintains that 

joint decision-making can identify potential improvement, which can optimize transpor-

tation and deliver greater value to customer, ultimately gaining competitive advantages. 

As for SCC modes, both cases involve logistics synchronization, information sharing 

and collective learning. Logistics synchronization is understandable because both cus-

tomers pursue improved logistics operations via exploiting the TPL provider’s capabili-

ties. Information sharing is necessary since it provides reliable information for seamless 

operations. Collective learning involves knowledge transfer across organizational bor-

ders. In customer A’s case it is obvious since joint training will be set based the results 

of regular meeting. Meanwhile collective learning is reflected in sense-making of logis-

tics improvement in customer B’s case. 

RQ 3. What are customers’ criteria for evaluating the coordination with the TPL 

provider in practice? 

The two customers use a range of KPIs to measure and evaluate the coordination with 

the TPL provider. In terms of customer A, the KPIs include on time delivery, efficiency 

of workshop, number of orders per hour, usage of space, track and trace of products, 

number of product damage, carbon footprint, accuracy of data transmission, accessibil-

ity of data and security. Those KPIs can be categorized into evaluation criteria of per-

formance, service, quality and information technology. Meanwhile customer B applies 

on-time delivery schedules and deviations, average lead time, shipment errors, quality 

of units delivered, late/lost delivery, ISO procedure for delivery, ISO procedure for en-

vironment management, transportation management metrics, customer support service 

and summarized reports available annually as KPIs for evaluation. It can be further 

summarized into evaluation criteria of performance, service and quality.  

In conclusion, both customers emphasize on the evaluation of performance, service and 

quality of the coordination with the TPL provider. Considering the TPL provider chiefly 

offers services for the customers, it is critical to measure the coordination in terms of 

performance, service and quality. However, minor difference exists in the evaluation of 

information technology. Customer A mentions a wild range of IT utilizations during the 

coordination while customer B implies few information about this issue. The authors are 

convinced that the difference is generated by different services involved in the coordina-

tion. Specifically, customer A needs to evaluate the IT services because of massive us-

age of IT. On the contrary, there is little information about IT in customer B’s case, in-

dicating few IT utilizations. Although one can assume there is IT support in this case, it 

is less necessary to establish particular KPIs and evaluation criteria for it considering 

the involved service is pure transportation. Therefore evaluation criteria about IT are not 

identified in customer B’s case. 
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7Discussion 

This chapter presents the limitation and contribution of this study. The future research 

is also included.  

The contribution of this research is filling the knowledge gap identified by the authors, 

which is the lack of studies on supply chain coordination in terms of customer perspec-

tive. As previously stated, academic research often tackles coordination issue from TPL 

provider aspect or the dynamic relationship aspect rather than the customer perspective. 

This research provides knowledge of supply chain coordination with regard to customer 

perspective in an academic manner. 

In addition, this research connects practical coordination issue with existing theories. It 

is useful for supply chain members to understand the practical coordination activities on 

a solid theoretical basis. Based on the detailed research method, supply chain managers 

can replicate their own research in a specific context. 

The research is aimed to investigate the supply chain coordination between TPL pro-

vider and its customer in practice. As far as the authors concerned, it has the possibility 

to improve. The first limitation is regarding the primary data source. In this study, the 

interviews were conducted in one TPL firm and two of its customers. When considering 

the external validity, it cannot provider certain generalizability to all. The authors be-

lieved that the supply chain coordination could be changed to different circumstances. 

The regional characteristics, size of suppliers and customers, the cooperation drivers 

and the different types of TPL providers are the factors could change the coordination. 

The other limitation is the interview type. There was one interview with TPL firm was 

conducted by phone call. It may affect the results by limiting messages receiving from 

the companies. Also, most cooperation activities are based on the contract. Due to some 

limitation issues, the authors cannot have the fully access to all the data to get the whole 

picture in details. Besides, the time and resources are also another limitation in this 

study. 

Based on this research, the authors propose potential direction for future research.  One 

direction for further research is to continue finding more practical coordination activi-

ties and synthesize them into systematic theories. During the research the authors find 

that various coordination activities exist within one coordinated function. If most of 

those coordination activities can be identified by empirical investigation, it will be valu-

able for researchers and practitioners. Another direction is to find out if there are other 

types of knowledge regarding this topic. With the development of business, new prac-

tices and knowledge emerges. It is of great significance to keep relevant knowledge up 

to date via collection of empirical information and analysis of newly-emerged coordina-

tion activities. 
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Appendix I Interview questions for customers 

Part one: Background 

1. Please introduce yourself briefly about your position and responsibilities in the 

company. 

2. Please describe your company’s operations as a TPL service customer. 

3. Please explain the motivations for cooperating with the specific TPL service 

provider customer. 

4. What services are currently being used? 

5. What kind of relationship does the company have with its TPL service providers? 

6. Have the company thought about building long term relationship with TPL ser-

vice providers? How to achieve it? Would you give us some examples? 

Part two: Activity  

1. In terms of coordinating business processes, what activities are involved? (e.g. 

manage inventory together with the customer ) 

2. In terms of building mutual understanding, what activities are involved? (e.g. set 

up mutual objectives, set up regular meetings for communication.) 

3. What is/are the core activity/activities among all the activities?  

Part three: Evaluation 

1. How do you evaluate the services provided? 

2. What key performance indicators are used for the evaluation? 

 

(Note: Based on your answer we would probably ask some additional questions.) 
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Appendix II Interview questions for the TPL firms 

Part one: Background 

1. Please introduce yourself briefly about your position and responsibilities in the 

company. 

2. Please generally describe the company’s operations as a TPL service provider. 

3. What type of customers does the company mainly have? 

4. What kind of relationship does the company have with customers? 

5. Have you considering building the long term relationship with your customers, 

and how can it been achieved, can you give us some examples? 

Part two: Activity 

Through reading as well as lectures, we believe that the cooperation between TPL firms 

and customer firms are likely to increase when their relationship develops, and vice 

versa. To develop customer relationship and/or enhance cooperation, TPL firms and 

customer firms will perform some tasks or activities together. We call them coordina-

tion practices or coordination activities. Our interest is in these activities and therefore 

we have some questions as below: 

4. In terms of coordinating business processes, what activities are involved? (e.g. 

manage inventory together with the customer ) 

5. In terms of building mutual understanding, what activities are involved? (e.g. set 

up mutual objectives, set up regular meetings for communication.) 

6. What is/are the core activity/activities among all the activities? 

 (In the 3rd question, we are interested to investigate how activities are enabled and or-

ganized. For example, an IT application is needed to carry out the activities, or a clear 

service level agreement should be established before starting the activities.) 

7. If the TPL provider-customer relationship changes from short term to long term, 

what changes will be involved?  

(In the 4
th

 question, we are interested in what changes will happen and what will be af-

fected.) 

(Note: Based on your answer we would probably ask some additional questions.) 

 


