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This study analysed the role of SLAs in business relationships in the transport and logistics
sector. This paper discussed different forms of relationships and the potential of SLAS in
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transport and logistics sector. The scope of business should be of significantly magnitude in
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1 Introduction

1.1 Background information

Logistics service providers are under pressure due to increasing service level requirements and
increasing consumer wishes. They are required to provide better and more reliable services to their
customers. The increasing importance for details and increasing importance for achieving a high level
of services have forced logistics service providers to reform their relationship structures. The
business relationships of logistics service providers can be structured in many different ways, but a
new way of structuring a business relationship has entered the transport and logistics market. This
new way of structuring a business relationship is called service level agreements (hereinafter SLAs).
SLAs are documents that are used to specify what the customer could expect from the logistics
service provider and it contains the obligations of the customers as well as the logistics service
providers. SLAs can be considered as useful documents since service quality can be improved by
defining and focusing key services to meet business requirements. These key services are called KPls
which are quantifiable measures that logistics service providers use to gauge or compare

performance in terms of meeting their strategic and operational goals.

Although SLAs are implemented in business relationships in various sectors, SLAs are a recent
phenomenon for the logistics sector. SLAs are only implemented by a couple of logistics service
providers and they are only implemented in a couple of business relationships. Although SLAs entail
benefits for logistics service providers, they are still reluctantin implementing them in business
relationships. There are probably a couple of explanations that prevent them to implement SLAsin
business relationships. How could these explanations be identified? Is the logistics sector such a
different sectorin implementing SLAs in business relationships compared to other sectors? And is it
possible to standardize SLAs in business relationshipsin the logistics sector? These questions will be

addressed in detail in this thesis.

There can be observed many different forms of relationships structures. Logistics service providers
can use contracts, service level agreements or operational arrangements to structure their business
relationships and due to this amount of structure tools, a proliferation of relationship structures can
be observed. SLAs are the most recent documents logistics service providers can use to structure
their business relationships and, as a result, they are not used to implement them in business
relationships. This confusion, the increasing importance for details and the increasing importance for
achieving a high level of services make it relevant to investigate how and to what extend SLAs could
be implemented in business relationships in the transport and logistics sector. Furthemmore little
research has been conducted about SLAs in the transport and logistics sector so far and this makes it

even more relevant toinvestigate.



Literature will be consulted in order to obtain a clear overview of SLAs and KPIsin business
relationships. The amount of literature of SLAs and KPls in the transport and logistics market is
limited. Most of the literature comes from other sectors such as the IT sector where SLAs have their
origins. Although the literature doesn’t come from the logistics sector, most factors and elements are
applicable for the logistics sector and this makes the literature relevant. Literature will also be
consulted in order to obtain an overview of inter-organizational relationships. SLAs are implemented
in business relationships, but it is of the importance toinvestigate different types of relationships

and their characteristics.

1.2 Research objectives and questions

The aim of this research is to find out how, and to what extent, SLAs could be implementedin
business relationships in the transport and logistics sector. What factors influence the choice of
implementing SLAs in business relationships? What elements should SLAs include and can SLAs

contribute to the establishment of long term business relationships? This research will try to answer

these questions.
The research question of this research can be defined as follows:

“How and to what extent can SLAs contribute to the improvement of business relationships of

logistics service providers ?”
The research question will be answered by dividing the research into three sub-questions:

- How are inter-organizational relationships generally formed and analysed?

- How can SLAs generally and specifically in the transport and logistics sector be
characterized?

- How can KPIs generally and specifically in the transport and logistics sector be characterized?

- Inwhich business relationships and to what extent should logistics service providers

implement SLAs?
1.3 Outline thesis

After defining the research questions for this research, a final structure of the thesis can be

presented.

Chapter 2 will present definitions of logistics service providers and an overview of the transport and
logistics market. Chapter 3 will present the different forms of inter-organizational relationships and
their characteristics. Chapter 4 will present the definitions and characteristics of SLAs. Chapter 5 will

present the definitions and characteristics of KPls. Chapter 6 will present the methodology used for
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this research. Chapter 7 will present the findings of the research and these findings will be analysed
by the author. Chapter 8 will provide a conclusion; discuss the limitations of this research, along with

recommendations forfurther research.



2 Market overview

Before starting to analyse relationships and SLAs, itis important to know the definitions of logistics
service providers and the structure of the transport and logistics market. There are multiple types of
logistics service providers and these different types of logistics service providers are often used
interchangeably although there are substantial differences among the types. The most observed
logistics service providers are third party logistics providers (hereinafter TPL providers). In the

following section, the concept of third party logistics service provider will be examined.

2.1 Defining logistics service providers

There are multiple levels of logistics service providers. The most observed logistics service providers
are currently third party logistics, butit started with the first party and the second party. The first
party is the shipper or supplier while the second partyis the buyer (Hertz & Alfredsson, 2003). There
is however no consistent definition in literature for TPL providers despite the growing amount of
literature on TPL. Some literature defines TPL providers as traditional “arm’s length” sourcing of
transportation and/or warehousing. Other literature adds extra services to TPL that encompass the

entire logistics services (Marasco, 2008).

Protrans (2003) provide a general definition for TPL providers: “Activities carried out by an extemal
company on behalf of a shipper and consisting of at least the provision of management of multiple
logistics services. These activities are offered in an integrated way, noton a stand-alone basis. The co-
operation between the shipper and the external company is an intended continuous relationship.”
Figure 1illustrates the relationships of TPL providers with sellers and buyers. Bask (2001) argues that
TPL providers have their foundationin a triadic form of relationship consisting of seller, buyer and
third-party logistics service provider. In this triad, three dyadic relationships can be distinguished, a
relationship between seller and TPL provider, a relationship between buyer and TPL provider and a
relationship between seller and buyer in the supply chain (see figure 1). The name third party
logistics refers to the services provided by the TPL provider to the buyer and seller. It should however
be noticed that most TPL relationships are dyadic relationships, a relationship between TPL and seller

or a relationship between TPL and buyer.



Third-Party
Logistics
Provider r~.

Figure 1: Triadic relationships between seller, buyer and third party logistics (Source: Bask, 2001)

TPL providers can perform several activities and that’s why there are many definitions of TPL
providers in literature. For a clear overview, literature dassifies logistics service providers to their
type of relationship with customers, design and management, degree of customization and
dedication, knowledge level of shippers and providers, and material flow characteristics (Hertz &
Alfredsson, 2003). TPL providers can also be characterized by to what extent the TPL business is more
than just a side business to transport and/or warehousing and to what extent TPL providers

themselves are outsourcing part of their logistics services.

Literature provides several broad and narrow definitions of TPL providers. In between these
definitions, Bask (2001) describes TPL as “relationships between interfaces in the supply chains and
third-party logistics providers, where logistics services are offered, from basic to customized ones, in a
shorter or longer term relationship, with the aim of effectiveness and efficiency.” This definition
clearly sets out the essence of the functions of TPL providers. They provide a wide variety of services,

but always with the aim to increase the effectiveness and efficiency of the operations.
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2.2 Market overview transport and logistics market

For this research, itis of the interest toinvestigate the structures, developments and future
prospective of the transport and logistics market in order to have good insights in the market. It is
important to analyse the market since it is of the interest to know what type of transport and
logistics companies there are. Furthermore this information could be useful for selecting suitable

companies for this research.

2.2.1 Market developments

The Netherlands has a long history regarding transport and logistics. They are the second largest
transport and logistics player of Europe (Transport in Cijfers, 2013). The growth of the amount of
companiesis however stagnating. There can be observed 11.732 companies in 2012 whereas there
were observed 11.231 companiesin 1997. Figure 2 illustrates the amount of companies in the
Netherands. There can be obtained a development concerning the amount of international road
haulage. Whereas many transport and logistics companies used to have a national focus, most of

them now have an intemational focus.
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Figure 2: Amount of companies in transport and logistics market in the Netherlands in the period 1992-2012

(Source: NIWO)

The last couple of years have been difficult for the transport and logistics sector. Prices were put
under pressure and, as a result, many companies gotinto trouble and some of them went bankrupt.
Figure 3illustrates the amount of bankruptcies and withdrawals of licenses. It can be observed that
the amount of bankruptcies and withdrawals has increased significantly in 2010 and 2011. On the

other hand, the amount of new companies has also increased in 2010 and 2011. So it can be
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observed that the transport and logistics market is a dynamic market with many incoming and out

coming companies although the amount of companies remains at the same level.

The dynamics of the transport and logistics market can be explained by Porter’s five forces: threat of
new entrants, threat of substitutes, high level of internal competition, bargaining power of buyers
and bargaining power of suppliers. If three or more of the forces are substantial present in the
market, the marketis defined as less attractive. For the transport and logistics sector, the entry
barriers are low, there is a high level of internal competition, there is a threat of substitutes and the
buyers have substantial power. So the transport and logistics market can be defined as less attractive
since four of Porter’s five forces are substantial present. This also explains the dynamics of incoming
and out coming companies in the sector.

- m Bl New [0 withdrawals B Bankruptcies

1.000
200
600
400

200

-200
-400
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-800

-1.000

-1.200
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Figure 3: Mutations in the amount of companies in the transport and logistics sector in the period 1993-2011

(Source: NIWO)

Figure 3 gives however a distorted situation of the transport and logistics market. Whereas the
amount of companies decreased from 12.256in 2008 to 11.462in 2012 (-6.9%), the amount of
licenses decreased from 112.745 in 2008 to 97.855in 2012 (-15.2%) (Transportin Cijfers, 2013). This
means that the companies that stops their activities or goes bankrupt are larger companies than the
new entrants who are often small sized enterprises. As a result, the amount of small sized

enterprises increases while the amount of medium and large sized enterprises decreases.
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Companies Licenses Share Share

companies licenses
11.732 103.067 100,0% 100,0%
Totalamount of
licenses 398 3,4%

1 3.957 3.957 33,7% 3,8%
2 1.695 3.390 14,4% 3,3%
3 963 2.889 8,2% 2,8%
4 616 2.464 5,3% 2,4%
5 tot 10 1.715 11.235 14,6% 10,9%
10 tot 15 770 8.931 6,6% 8,7%
15 tot 20 443 7.377 3,8% 7.1%
20 tot 50 821 24.741 7.0% 24,0%
50 tot 100 251 16.764 2,1% 16,3%
100 en meer 103 21.319 0,9% 20,7%

Table 1: The amount of companies per size and the amount of licenses per size in 2012 (Source: Transport in

Cijfers, 2013)

Table 1 and figure 4 illustrates the amount of licenses a logistics service provider hasin the
Netherands. It can be observed that there are 8.104 small sized enterprises (69.3%) who only have
15.330(15%) of the total amount of licenses and there can be observed 101 large sized enterprises
(0.9%) who have 21.011 (20.5%) of the total amount of licenses. Furthermore 33.7% of the
companies are sole proprietorships which mean that they only have one license. So there are many
small sized enterprises, but their influence on the marketis quite limited. On the other hand, there

are just a few large sized enterprises, but their market share is quite large.

1433
tm 5 verg.bew.
6tm 10
8104_| 1051 m11Um 20
m21Ym 50
51tm 100
—_768 =>100

\234
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Figure 4: the amount of licenses related to the size of company in 2012 (Source: Presentation Transport en
logistiek; we zijn altijd onderweg!)



2.2.2 Market players

Analysing characteristics of the market players gives a good insight in the transport and logistics
market. Table 2 illustrates the amount of employees, the amount of offices, the amount of squared
meter of warehousing and the yearly turnover of the top ten logistics service providers in the
Netherands. It can be observed that DHL Supply Chain/Forwarding Freightis the marketleader
followed by DB Schenker, Kuehne + Nagel and CEVA Logistics. The top ten logistics service providers
operate their activities worldwide except Bakker Logistiek who still has a focus on the Benelux. The

full top 75 logistics service providers of the Netherlands can be found in appendix B.

Name company Amount of Amount of [ Amount Turnover Network
employees | officesNL | of m? NL x mIn
in NL warehou
sing NL
1 DHL Supply 5.185 59 724.000 28.200* Worldwide
Chain/Forwarding
Freight
2 | DB Schenker 2.750 35 190.000 587 Worldwide
3 | Kuehne + Nagel 2.600 26 500.000 629 Worldwide
4 | CEVALogistics 2.100 17 245.000 242 Worldwide
5 | UPSSCS 1.860 12 180.000 46.000* Worldwide
6 DSV 1.800 20 430.000 350 Worldwide
7 | Bakker Logistiek 1.650 12 285.000 185 Benelux
8 | Rhenus Logistics 1.500 32 155.000 358 Worldwide
9 | Wim Bosman 1.450 7 340.000 195 Worldwide
10 | Flextronics Logistics 1.350 1 130.000 71 Worldwide

Table 2: Top ten logistics service providers in the Netherlands (Source: logistiek.nl) *=worldwide turnover

2.2.3 Market segments

Business activities can be classified in four market segments (see figure 5). Many transport
companies are operating in a commodity market which is a market that delivers standard
commodities with abundant source of supplies. In a commodity market, there can be obtained a high
level of competition and the priceis set by the market. Many small sized enterprises are transport
companieswho are operatingin a commodity market, but these transport companies try to shift
from a commodity market to the logistics market by providing extra services such as value added
logistics and services. In this market, companies are less dependent on the market and price setting
is part of the strategy of companies. So transport companies are operatingin a commodity market
which can be characterized by low profit margins and standard products while logistics companies

are operatingin a specialty market which can be characterized by differentiated products and higher
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profit margins. Many small sized enterprises are operating in a commodity market while many large

sized enterprises are operating in a specialty market.

High
Leverage Items Strategic Items
Standard commodities Kﬁ!;f_mdlm‘s/ serrmm
. goalis to ensure long
Mﬂfj abw;lfi a.v-nt z—lource term availability and
ol supp. "’5 utiize global suppliers should
purchasing power be developed
Non-Critical Items Bottleneck Items
Low value items: Items with imited
purchasing process source of supplies:
should be maintain good relationship
decentralized with existing suppliers
and actively develop
new,/niche suppliers
Low

<+ Supply Risk———————»
Low High

Figure 5: Purchasing Portfolio Matrix designed by Kraljic (Source: ABN Amro, 2013a)
2.2.4 Future prospective

The growth development of the transport and logistics sector follows the same path as the economic
growth of the Dutch economy. Figure 6 illustrates the growth of GDP during the last 15 years (blue
bars) and the growth of the transport and logistics sector (red line). It can be observed that the
transport and logistics sector significantly depends on the Dutch economy. This can be explained by
the fact that transportation is a derived demand. The future prospective of the transport and logistics
sector will depends on the future prospective of the Dutch economy. Itis expected that the Dutch
economy will grow slightly the coming years and, as a result, itis also expected that the transport

and logistics sector will grow slightly (ABN Amro, 2014).

= 5%
F 4%
F 3%
2%
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11— Busl fyeari ) T Lsew

L 40
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Figure 6: Development economic growth in the Netherlands (%) and businesses road haulage in the period
1997-2013 (Source: Presentation Transport en logistiek; we zijn altijd onderweg!)
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3 Literature review on inter-organizational relationships

There are many relationships within supply chains and it is of the interest to manage these multiple
relationships among the actors involved in order to optimize the performance of supply chains
(Mentzer et al. 2001). The relationships among these actors vary from simple transactional
relationships to complex interdependent relationships. Ganesan (1994) and Berry and Parasuraman
(1991) argue that value creation in the supply chain can be obtained from long term relationships

and that’s why many companies are moving closer towards long term relationships.

Literature provides many differentinter-organizational relationships such as alliances, partnerships,
collaborative relationships and transactional relationships, but there still exists a high level of
ambiguity about the different definitions and descriptions of the relationships (Rinehart et al., 2002).
The definitions of the various relationships are often used interchangeably and that’s why a lot of

confusion is created.

Kerlinger and Lee (2000) argue that it is important for theory to have a single, dear definition in
order to be validated and advanced. Literature should be consistent in their use of inter-
organizational relationships in order to prevent ambiguity. This isimportant for companies since
indistinctness about the relationships terms can lead to disconnects in the expectations between
suppliers and customers. A mutual understanding of expectations is therefore necessary for making

the relationship as efficient as possible.

Thereis no strong consensus in literature about the terminology and typology for describing the
inter-organizational relationships forms. There are however some important distinctions among
types of relationships. Webster (1992) and Rice and Ronchi (2002) provided a continuum of common

relationships. This continuum of relationships will be used since it gives a clear overview of the inter-

organizational relationships.
3.1 Types of inter-organizational relationships

The channel literature was the first to provide a range of relationships from arm’s length transactions
to vertical integration (Golicic et al., 2003). This range of relationshipsis acknowledged by several
authors and they placed collaborative relationships in between arm’s length transactions and vertical
integration (Nevin, 1995; Webster, 1992). These collaborative relationships can be identified as
alliances, partnerships, joint ventures, network organizations and service agreements. Literature
attempted to categorize the relationships under a particular type based on the relationship

characteristics (Golicic et al., 2003).
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Rice and Ronchi (2002) provided a continuum of relationships (see table 3). From arm’s length
relationships to vertical integration, the actors involved use more bureaucratic and administrative
control and less market control. Rice and Ronchi (2002) argue that there are two coordination
mechanisms for coordination among business operations: markets and hierarchies. Markets refer to
the price mechanism of the free market while hierarchies refer to coordination through cooperation

between actorsinvolved.

Literature also mentions a third type of coordination mechanism, called alliances or intermediate
mode of organization (Rice and Ronchi, 2002). This type of coordination mechanism can be situated
in the middle of the other two coordination mechanisms. In alliances, companies coordinate with
each other through some integration activities such aslong term contracts without committing to a

particular hierarchic model. Examples of alliances are mergers and acquisitions.

All coordination mechanisms form a continuum of relationships. Although, there is consensus in
literature about the continuum of relationships, these continuums are characterized in various ways
by literature. Ellram (1991), for example, argues that the continuum consists of four levels of
coordination between market and hierarchy, short term contract, long term contract, joint venture
and equity interest. In contrast, Macbeth and Ferguson (1994) distinguish product life relationship,

shared destiny, minority shareholding, strategic alliance and joint venture as types of relationships.

Rice and Ronchi (2002) synthesized the various definitions of relationships into six groups of
relationships: arm’s length relationships, information sharing alliances, collaborative logistics
alliances, collaborative network alliances, partnerships, and vertical integration. In the next section,

these relationships will be examined.

Markets Hierarchies

Markets Alliances (Hybrids) Hierarchies

Arm’s Length Information Collaborative | Collaborative | Partnerships | Vertical

Relationships Sharing Operations Network Integration
Alliances Alliances Alliances

Table 3: Continuum of coordination mechanisms (Source: Rice and Ronchi, 2002)

3.1.1 Arm’s length relationships

The simplest market coordination mechanisms are transactions between two economic actors on an

arm’s length level of relationship. In a pure market, each transaction is independent of all other
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transactions and the price mechanism of the free market will ensure the lowest available price for a
company. The search to the lowest available price entails additional costs, called transaction cost.
These costs include the costs of searching the lowest available price, negotiating and contracting, and

controlling the quality and quantity of purchased goods (Coase, 1937).

Although, pure transactions are rare in the currenteconomic market, it is a useful starting point for
analysing the forms of relationships. The marketing literature used transactions as the basic unit of
analysis. Kotler and Levy (1969) defines a pure transaction as “a one-time exchange of value between
two parties with no prior or subsequent interaction. Price, established in the competitive marketplace,
contains all of the information necessary for both parties to conclude the exchange. In a pure
transaction, there is no brand name, no recognition of the customer by the seller, no credit extension,
no preference, no loyalty, and no differentiation of one producer’s output from that of another.” This
guote really describes the characteristics of pure transactions which can be considered as the most
loosely coupled form of relationships. Actors involved are acting in their self interest and are not
subject to any pressure from the other party. Another characteristic of arm’s length relationships is
that the relationship between buyer and seller is not exclusive; the seller can easily find other

customers while the buyer can easily find other sellers.
3.1.2 Alliances

One step along the continuum from transactional relationships is alliances. These market
mechanisms are not pure market mechanisms such as the arm’s length relationships. Whereas arm’s
length relationships entail simple buy-and-sell activities, alliances entail a more intensive relationship
between two companies. They share some common interest, perform some coordination activities
and exchange value through buy-and-sell activities (Rice and Ronchi, 2002). In alliances, two
companies do some sharing in terms of information, risks and rewards. There are however several
degrees of shared goals and a broad range for time horizon and level of commitment. Therefore, the

different forms of alliances will be examined first.

Information sharing alliance

Information sharing alliance is the most loosely coupled form of alliances. This form of alliance is a
relationship where market buy-and-seller transactions are complemented with passive information
sharing. Companies can incorporate information from other companies such as inventory visibility or
order tracking. An information sharing alliance can be the starting point for companies to develop a
more meaningful relationship. The companies expect that the information shared may improve their

connected processes without significant commitment or risk taken by every company (Rice and
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Ronchi, 2002). A characteristic of information sharing alliances is that it typically represents a short

term commitment between the involved actors.
Collaborative operations alliance

Collaborative operations alliance is a relationship where information of companies is shared and it
entails active process coordinationin one or more domains. This relationship islong term agreement
regarding product design of engineering. In contrast to information sharing alliances, this relationship
entails active information sharing and supply network process coordination and improvement
activities. Collaborative operations alliances are medium-to-long term commitments since companies
share the information and the same common goals with each other. Strategic benefits can be

obtained if both companies actively engage with each other (Rice and Ronchi, 2002).
Collaborative network alliance

Collaborative network alliances entail information sharing, active process coordination and making
network-level financial decisions and tradeoffs. It is the most committed level of alliance where value
can be created through long term agreements. The agreementsinclude finandial, resource and risk
sharing. Two companies share some common goals, but the level of commitment in terms of
dedicated resources and risk sharing is significantly higher and more complex compared to
collaborative operations alliances. The two companies try to improve their supply chain by mutually
investingin dedicated assets and try to balance the risk by developing creative agreements and
arrangements. Collaborative network alliances are typically long term commitments and companies
apply this form of relationship in order to create shared strategic benefits for both companies.
Decisions are made in order toimprove the supply network rather than improving the process

coordination of their own activities (Rice and Ronchi, 2002).
3.1.3 Partnerships

Partnerships can be placed in the domain of hierarchies. Literature does not consider partnerships as
hybrid relationships since partnerships entail some measure of legal commitment or equity
ownership. Partnerships include joint ventures and other relationships where the ownershipis less
than 51 percent. The level of commitmentis significantly higher for partnerships compared to
collaborative network alliances. The goals and objectives of the two companies are so similar that the
financial structure of the relationships also changes. The two companies share equity interests and

that’s why collaboration and integration become stronger.
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3.1.4 Strategic partnerships

Strategic partnerships are long term relationships between independent companies who share the
same goals and try to achieve mutual benefits. They join efforts to achieve goals that they would not
achieve without the partnership (Mohr and Spekman, 1994). Their goals can be either process
optimization or developing new logistics services for customers. The former has a cost centre focus
while the latter has a value centre focus. Value creation is considered as the most interesting

strategy since the profit margins are higher compared to the cost centre focus.

Strategic partnerships involve trust and the associated sharing of information, risks and rewards.
Companies can benefit from a partnership in terms of better accessibility to new technologies or
markets, achieving economies of scale in production, sharing risks and improving complementary
skills (Powell, 1987). On the other hand, partnerships also lead to more complexity, loss of autonomy

and information asymmetry.

A strategic partnership requires several antecedentsin order to become a successful strategic
partnership. Antecedents consist of organizational, inter-organizational, and external environmental
issues. Many authors have investigated the antecedents of interfirm value creation. Achrol et al.
(1990) acknowledge trust, commitment, group cohesiveness, and motivation of alliance partners as
the most important antecedents. Smith and Barclay (1997) argued that the mostimportant
antecedents are dependence, prior history of the business relationship, rate of technological change,
managerial imbalance and organizational compatibility as the main antecedents. Mentzer et al.
(2000) coalesced these antecedents and they argued that the most important antecedents of
strategic partnerships are interdependence, mutual trust, commitment, organizational compatibility,

and top management vision of the firms within a particular supply chain.
3.1.5 Vertical integration

The most tightly coupled form of relationships is vertical integration. Vertical integration represents
pure hierarchy and this means that companies own all the value adding entities in the supply chain
and coordinate the activities among the entitiesin order to increase the efficiency of the whole
supply chain. Vertical integration is a coordination mechanism that companies apply when they want
to have power and control over the whole supply chain. The time horizon of vertical integration is

very long and the costs and efforts of acquiring or merging other companies could be very high.
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3.3 Relationship or partnership?

Literature provides several relationships and partnerships, but sometimes there is a lack of
agreement on the meaning of relationships and partnerships. Lynch (1998) and Rice and Ronchi
(2002) argue that the difference between these two types is that partnerships are relationships with
a shared ownership while there is no shared ownershipin relationships. ABN Amro (2013a) defines
relationships as “a contractual agreement between buyer and supplier” while in partnerships,
companies share the same goals and they try to create value in the supply chain by establishing a

partnership.

In partnerships, the involved partners cooperate with each other with the aim to obtain mutual
benefits. The cooperation can be either vertical or horizontal. Vertical cooperation refers to a
cooperation of companies from different supply chain levels or different industries. Companies are
willing to vertically cooperate since benefits can be obtained such as securing the quality and
guantity of products and services, decreasing the transaction costs and decreasing raw material costs
(Thun, 2005). In horizontal cooperation, companies from the same supply chain levels cooperate
with each other in order to act with more power compared to customers and suppliers. Benefits of
horizontal cooperation are economies of scale, economies of scope, reduction of transaction costs

and reinforcement of the competitiveness.
3.4 Characteristics relationships

In the previous sections, several relationships are examined each with their own characteristics. The

following characteristics of relationships are classified by Rice and Ronchi (2002):

- Degree of common goals

- Time horizon of the relationship

- Structure of the relationship

- Description of relationship

- Activities by coordination mechanism

- Instruments for coordinating cost, benefits and risk

The relationships can be subdivided into three segments: arm’s length relationships, collaborative

relationships and partnerships. Table 4 outlines the characteristics of these segments.
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Type of relationship

Arm'’s length relationships

Collaborative
relationships

Partnerships

Goals

Different

Some similar goals to
improve logistics flows &
new products

Most goals are common

Time horizon

Shortterm, as long as the
transaction

Medium-to-ong term,
dependent on shared
investment in mutual assets

Long tem

Structure

Two separate entities

Two separate entities

Multiple entities with equity

Description of
relationship

Arm’s length

Actively collaborative-mutual
efforts to improve common
processes

High level of risk shanng
and active collaborative
effort

Activities by coordination
method

Buy and sell products &
services

Buy and sell prods/Svcs
share info, active coord &
Ping systems & processes

Run the business with other
part of owners (partners)

Instruments for
mediating risk

Price

Price, long termm contracts,
contingency contracts

Partial control via partial
ownership

Table 4: Characteristics of various coordination mechanisms (Source: Rice and Ronchi, 2002)

Van Weele (2008) distinguishes more characteristics such as level of relationship, turnover, profit

margin and the amount of companies operating this form of relationship (see table 5).

Type of relationship

Transactional relationships

Collaborative operations

Partnerships

Level of relationship In development Operational Tactical, strategic
Turnover - Low/average High

Profit margin - Small/reasonably good Reasonably good/high
Amount of companies Plenty Many Little

Table 5: Characteristics of various coordination mechanisms (Source: van Weele, 2008)

The characteristics provided by Rice and Ronchi (2002) and Van Weele (2008) show that partnerships

generally result in higher profit margins compared to collaborative and transactional relationships.

Companies are however still reluctant to start a partnership with another company. This can be

explained by the fact that companies don’t share the same strategic business goals. Another

explanation could be the lack of information about each other business activities.
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3.5 Relationships in transport and logistics sector

In the transport and logistics sector, a wide variety of relationships can be obtained. Many logistics
service providers have a minority of large customers (approximately 20%) and the rest are usually
small customers (approximately 80%). The large customers are however responsible for most of the
turnover (approximately 80%). The small business relationships are often loosely coupled form of

relationships while the large business relationships are often intensive coupled form of relationships.

ABN Amro (2013a) investigated the effects of cooperation and they distinguished loosely coupled
form of relationships and intensive form of relationships. They found that companies can achieve
better tariffsin intensive relationships (65%) than in loosely relationships (50%). Better tariffs can be

achieved by cost reductions which is a result of the cooperation.

Intensive coupled forms of relationships have become more common in the transport and logistics
sector. Half of the logistics service providers acknowledge the importance of cooperation between
them and customers. The main antecedents of successful intensive relationships are making clear
agreements, adapting quickly to new developments and transparency among the partners. Benefits
of intensive relationships are better service provisions, more complete network, higher capacity

utilization degree, higher efficiency and lower costs (ABN Amro, 2013a).

Cooperation and intensive relationships will become more important in the future. One third of the
current companies acknowledge that they would not exist anymore without having intensive
relationships. Furthemmore two third of logistics service providers advise other companies to
cooperate either in a loosely coupled form or in an intensive form. ABN Amro (2013a) expects that
more companies will start a partnership in the upcoming years since the weak financial position of

companies will stimulate them to cooperate.
3.6 Conclusion

There are many inter-organizational relationships within supply chains and these relationships vary
from simple transactional relationships to complexinterdependent relationships. A continuum of
relationships can be obtained from arm’s length relationships to vertical integration. From arm’s
length relationships to vertical integration, the actorsinvolved use more bureaucratic and
administrative control and less market control. The relationships can be distinguished by several
characteristics such as the degree of common goals, time horizon of the relationship, structure of the
relationship and description of the relationship. In the logistics market, most of the customers are
small customers (approximately 80%) whereas a minority of the customers are large customers

(approximately 20%).
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4 How are service level agreements generally formed and
analysed?

SLAs have received a lot of attention from companies the last years and, as a result, SLAs have

become standard business practices in many industries. SLAs are considered as a useful tool for

identifying the key services and processes required to meet business needs (Barclay Rae). SLAs can

be usedin relationships in order to prevent problems and conflicts. In this chapter, the concept of

SLAs will be examined by looking at the definition, history, purpose, characteristics and components

of SLAs.
4.1 Defining Service Level Agreements (SLAS)

Before analysing the concept of SLAs, it is of the interest to examine the definition of SLAs. Literature
provides wide and narrow definitions of SLAs. Barclay Rae provides a wide definition of SLAs: “A SLA
is a written agreement between a service provider and a customer, defining services to be provided in
qualitative and quantitative terms.” They acknowledge an SLA as an agreement at a high level that
defines services and service levels to be aimed for. Service level agreements are results of
collaborative negotiation processes and are used to measure performance and to identify areas for
improvement and resources required. The objectives of SLAs are managing services expectations to
customers by setting targetlevels of service deliveries and providing valuable performance

information to understand and provide suitable levels of services, resources and skills (Barclay Rae).

Rahman (2000) argues that an SLA is a formal contract between a service provider and customer. The
key elements of an SLA are the elements of the services and the minimum level of services a provider
should deliver to its customers. Rahman acknowledges an SLA as a proxy contract which means that
an SLA is not considered as a legal contract. As a result of that, it is difficult to solve SLA related

problems.

Verma (2004) and Jin et al. (2002) provide a narrow definition of SLAs: “A service level agreement is a
formal definition of a relationship that exists between a service provider and its customer. A SLA can
be defined and applied to any industry and it is used to specify what the customer could expect from
the provider, the obligations of the customer as well as the provider, performance, availability and
the security objectives of the service.” Although, this is a clear definition, Pantry and Griffiths (1997)
argues thatit is not complete. They mention that an SLA should also cover costs and penalties when

formulated expectations are not met by a party.

According to Pantry and Griffiths (1997), the success of implementing SLAs depends on the levels of

expected performance. These levels should be realistic since too low agreed service levels will lead to
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ineffident levels of support while too high agreed service levels will lead to contract frustration and

adversarial relationships.
4.2 Historical development of SLAs

SLAs have their origins in the IT sector in the 1960s when they were used as a tool for buying minutes
of computer machine time (Leon, 2001). Since then, there was a significant growth in the use of SLAs
and SLAs began to be implemented in other sectors. There can be observed a couple of
developments conceming SLAs. Whereas SLAs used to be implemented to measure technical
services, nowadays SLAs have become comprehensive bilateral agreements between partners.
Furthermore SLAs used to be implemented for managing relationships between partners, but SLAs

are also composed for internal suppliers (Snell, 1997).

The most striking evolution is however that SLAs are not only used in the IT sector, but also in several
other sectors such as the logistics sector. Nowadays, more and more companies use SLAs since their
aim is toimprove the service quality in order to stay competitive and SLAs are considered as a useful

tool for identifying the key services and processes required to meet business needs (Barclay Rae).
4.3 Purpose of SLAs

What are the main reasons behind the use of the concept SLAs? Companies can also use contractsin
order to formalize agreements between parties. Butit seems to be that companies appreciate SLAs
because itis considered as a practical and appropriate tool for achieving quality-related outcomes
(Bianco et al., 2008). Examples of these quality-related outcomes are ensuring appropriate quality
and efficiency in the provision of services, better utilization of resources, improving the
understanding between providers and users of services and in particular and improving the

relationships between internal providers and users (Bianco et al., 2008).

Barclay Rae agree that the basic reason behind implementing SLAs is to improve service quality by
defining and focusing on key services required to meet business requirements. Other purposes of
SLAs are to discipline service providers to review their ability to meet these requirements and to
disdpline customers to examine their requirements for key services. SLAs are also implemented in
order to agree levels of expectation between parties and toimprove understanding and working
relationships (Barday Rae). Other purposes of using SLAs are simplifying complex issues, redudng
areas of conflict and encouraging conversations between partiesin case of disputes (Kandukuri et al.,

2009).
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4.4 Characteristics of SLAs in inter-organizational relationships

The definitions of SLAs illustrate that SLAs are complex agreements between two parties. The
content of SLAs significantly differs per sector and inter-organizational relationship, but a couple of

general characteristics of SLAs in relationships can be obtained.

The first characteristic of an SLA is the bilateral relationship between the service provider and
customer. Both parties should approve the formulated agreement and therefore they are forced to
keep the promises they made. This is in contrast to service guarantees which are promises of service
providers to its customers, but the customer does not have any participation in this relationship. In
SLAs, both parties are responsible for the relationship and they announce to fulfil their obligations

(Vandaele, 2002).

The second characteristic of an SLA is the minimum acceptable service level which is determined by
the consideration of the interests of the service provider and the customer. Cost and benefits of
operational activities are taken into consideration and hereafter the minimum acceptable service
level can be determined by the service provider and customer. So SLAs can be considered as an
expectations-managing mechanism in order to achieve shared expectations about services and

deliveries (Karten, 1996).

An SLA can also function as a communication tool between service providers and customers (Karten,
1996). An SLA can be used as a tool for establishing a successful partnership between the parties. In
such relationships, an SLA is essential in setting standards for both parties. An SLA covers the rights

and duties of the parties and it covers the responsibilities of both parties. As a result, the amount of

conflicts will reduce due to the communication aspects of an SLA.

Another characteristic of SLAs is the continuously adaptation to changes that occur in relationships
between service providers and customers. In this situation, SLAs can be considered as living
documents. Both partners should regularly meet with each other in order to discuss the SLA and the
required adaptations. During time, partners could experience that the formulated expectations are
not realistic anymore. Partners could also face problems and as a result, the SLA should be

formulated differently during time.
4.5 Intra- and inter-organizational implementation of SLAs

SLAs can represent several inter- and intra-organizational relationships. In the composing process of
SLAs, involvement of the customer in the processis needed. Logistics service providers will compose
different SLAs due to the different needs of the customers and due to the different forms of

relationships. As a result, many different SLAs will be formulated and these SLAs can be divided into
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several categories. Blackwell and Dixon (2003) and Vandaele (2002) structures SLAs in internal and

external SLAs.

Vandaele (2002) argues thatinternal SLAs are agreements between customers and service providers
when both of them belong to the same organization. External SLAs are agreements between
customers and service providers not belonging to the same organization. Blackwell and Dixon (2003)
argue that the main difference between these two applicationsis that an SLA forms an agreement
between parties when applied to internal service provision while SLAs are often considered as
contracts between parties when applied to external service provisions. For internal service
provisions, SLAs are used to define the provided services and performance criteria, but they don’t

have a legal statusin this context (Beaumont, 2007).

Vandaele (2002) and, Blackwell and Dixon (2003) show that SLAs can be structured either internal or
external. This research will however focus on the external structure of SLAs. The literature is
consulted to show that this not the only way to structure SLAs for companies. From now on, SLAs will

be considered as external agreements since this research will focus on inter-organizational

relationships.
4.6 Elements of SLAs

Although, there are many different forms of SLAs, some common characteristics of SLAsin inter-
organizational relationships can be obtained from literature. Verma (2004) argues that SLAs should

contain the following elements:

- Adescription of the nature of services

- The expected performance level of service, specifically its reliability and responsiveness and
how these performance levels will be measured

- The procedure for tracking and reporting problems with the service

- Thetime frame for response and problem resolution

- The process for monitoring and reporting the service level

- The consequences for the service provider not meeting its obligations

- Escape clauses and constraints

It should be noticed that this is not an exhaustive list, but it entails the most common elements of an
SLA. Kandukuri et al. (2009) argue that an SLA should indude a wide range of elements and they
distinguish a number of elements of SLAs: introduction and purpose, services to be delivered,
performance-, tracking- and reporting management, problem management, customer duties and
responsibilities, warranties and remedies, security, legal compliance and resolution of disputes, and

termination. These elements will be commented in detail.
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In the introduction of an SLA, the purpose and objectives of the relationship will be examined. The
commencement and duration of the agreement are mentioned in the introduction and some
relevant information on the involved parties is given. Reasons for having an SLA are given and the key

aspects of the agreement are outlined.

After the introduction, the services and the manner in which the services should be delivered are
described. This is considered as the most critical chapter of the SLA. Services are often separated into
standard services and customized services. It is of the importance that the information on the
services is accurate and that the delivered services contain detailed specifications (Kandukuri et al.,

2009).

An important part of an SLA deals with performance, tracking and reporting management.
Furthermore it is also of the importance to monitor and measure the service level performance.

Service performance levels should also be reviewed regularly since this prevents problems. Other

spedifications in SLAs are benchmarks, targets and metrics.

When two independent companies cooperate with each other, there could occur some problems and
that’s why an SLA contains a chapter concerning problem management. The aim of problem
management is to minimize the impacts of incidents and problems and problem management should

try to resolve these inddents.

Customers as well as service providers should understand that the relationship contain some duties
and responsibilities. Customers should regulate access, facilities and resources for the employees of
the service provider who need to work on-site. Other responsibilities for customers are arranging
adequate training forits employees in order to meet health and safety requirements. These duties

and responsibilities are required to support the service delivery process (Kandukuri et al., 2009).

Warranties and remedies are required in SLAs since it sometimes occurs that the promised standards
are not achieved by one of the parties. These warranties and remedies are often characterized in
terms of service quality, violations of the agreement, and third party claims. It is also possible to

exdude a party if it does not meet the SLA.

An SLA often covers security related topics. Customers are forced to provide controlled physical and
logical access to its premises and information. Service providers, however, should respect and
comply with the customer’s security policies and procedures. An SLA should cover adequate
provision for disaster recovery and business continuity planning to protect the continuity of the

services being delivered.
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Another crucial part of an SLAis the legal compliance and dispute resolution since legal jurisdictionis
needed in case of dissonances between the customer and service provider. An SLA should cover the
use of informal methods for dispute resolution and the use of arbitration. The liability clause is

usually limited in order to restrict the total liability of the service provider and the customer.

An SLA should indude a means by which the agreement may be ended. It should cover arrangements
about the termination atend of initial term, termination for convenience, termination for cause and

payments on termination (Easytech Solutions, 2002).
4.7 Cost and benefits analysis

In relationships, companies sometimes include an SLA in their contract, but this is not always the
case. Which judgments are made by the parties for using SLAs in their relationship? In other temmes,

what are the costs and benefits of SLAs? Karten (1996) investigated the costs and benefits of SLAs

and she distinguished five categories of benefits of SLAs.

First, SLAs improve the communication between service providers and customers. It improves the
understanding between the service provider and customer and it fadilitates increased sharing of
important information. There will also be less conflicts and problems due to communication benefits

of SLAs (Karten, 1996).

Second, SLAs can help to manage expectations of the service providers and customers by clarifying
the scope of services and the distribution of responsibilities. SLAs provide a context for realistic

expectations and it creates a shared view of expectations.

Third, SLAs can help toimprove service deliveries by fadlitating the setting of performance standards
and providing a standard for assessing service effectiveness. Service deliveries can also be improved
by using SLAs as a tool for providing a context for service changes and as a tool for providing a basis

for continuous improvement.

Fourth, SLAs can help to strengthen relationships by stimulating service providers and customers to
make contact and by promoting a customer orientation. Relationships can also be reinforced if

service providers are customer orientated and if they pay attention to their customers.

Fifth, SLAs can help to create a business orientation by providing a link between services and
business objectives and by facilitating the integration of new service offerings. SLAs can also be used

as a tool for creating awareness of cost and benefits.

SLAs can deliver benefits for service providers and customers, but SLAs also entail specific costs such

as time costs related to negotiations and revisions of SLAs. These costs are however lower than the
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benefits of SLAs and therefore companies can gain net benefits from having an SLA (Vandaele, 2002).
The implementation of SLAs in relationships improves the quality of the services delivered by service

providers and these benefits are higher than the associated costs’.
4.8 SLAversus contract

SLAs and contracts are sometimes used interchangeably, but this is not correct. There are some
substantial differences between these two concepts. Hiles (1994) investigated the relationship
between SLAs and contracts and he argued that contracts are legal commitments between parties
written by experts. These experts however usually don’t have sufficient detailed knowledge of the
provided services. Contracts don’t provide sufficientinformation about the spedification of the
services and the quality of the services. An SLA can solve these problems since it specifies the

characteristics of the services more precisely.

Barclay Rae and, Johnston and Clark (2001) argue that the main difference between a contract and
an SLA is that an SLA should be considered as a list of targets while a contract should be considered
as a legal, formal agreement between parties. A contract is an absolute statement of quality levels
with legal or finandal penalties if levels are not met while an SLA is a working process to define and
balance business requirements with available service resources. Thus, contracts can be considered as

documents while SLAs are processes intended to improve the performance of the involved parties.

Johnston and Clark (2001) argue that SLAs can be used as measurement tools as a part of contracts.
The reason behind this concept of a separate SLA is that the SLA can be revised without having to
revise the contract. This is preferred by companies since it reduces the administrative burden of

reviewing the contract too frequently.

In conclusion, SLAs are considered as negotiated agreements between service providers and
customers, and the agreements should be formal and flexible. SLAs are not considered as strictly
legally binding documents. In contrast, contracts are considered as strictly legally binding documents

and contracts are not flexible inits enforcement.
4.9 Conclusion

An SLA is a formal document that identifies a relationship that exists between a service provider and
its customer. The basic reason behind implementing SLAs is to improve service quality by defining
and focusing on key services required to meet business re quirements. SLAs can be either

implemented on an intra-organizational or on aninter-organizational level. SLAs indude several

! |tshould be noticed that the mentioned costs and be nefits are not expressed in monetary terms. Vandaele (2002) argues,
however, thatthe ascendency of benefits outweigh the low costs of SLAs.
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general elements such as a description of the nature of services, but the elements of SLAs should be
adjusted to the preferences of the service provider and the customer. Benefits of implementing SLAs
are that it improves the communication; it helps to manage expectations and it helps to improve
service deliveries by setting performance standards. The most important benefit of SLAs is however
that relationships are strengthened by stimulating service providers and customers to make contact.
Establishing an efficient long term relationship requires investments from both parties and SLAs are

useful documents for bringing the involved parties together.
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5 How are key performance indicators generally formed and
analysed?
In relationships, performance indicators are appreciated by the involved parties since it quantifies
the performance of the partner’s activities. Harrington (1991) already emphasizes the importance of
measurementindicators: “If you cannot measure it, you cannot control it. If you cannot control it, you
cannot manage it. If you cannot manage it, you cannot improve it.”” The performance of companies
can be improved by prematurely signalizing problems and KPIs can be a useful tool for signalizing
upcoming problems. In the ever changing world, information has become crucial for companies to
improve their performances and that’s why KPIs are important elements in SLAs. In this chapter,

literature will be consulted in order to clarify the concepts of KPls.

5.1 Defining KPIs

Before analysing the concept of KPls, a definition of KPIs will be given. Van der Vorst (2000) defines
KPls as follows: “KPIs are a set of quantifiable measures that a company or industry uses to gauge or
compare performance in terms of meeting their strategic and operational goals. KPIs vary between
companies and industries, depending on their priorities or performance criteria.” This definitionis
almost the same as the stated definition of ASB (2006): “KPIs are factors by reference to which the
development, performance or position of the business of the entity can be effectively measured. They
are quantified measurements that reflect the critical success factors of the entity.” KPIs are used by
companies to verify whether they are performing well in relation to their strategic goals and
objectives. A small number of KPIs serve to reduce the complex nature of organizational

performance (Marr, 2010).

KPls are effective in coordinating and directing activities within organizations. They reflect a balance
between cost, time, quantity and quality. Bauer (2004) argues that KPIs are quantitative
measurements that measure the outcome of a critical success factor, goal and objectives. It is also
better not to change KPIs too often since it can otherwise disturb the long term considerations of
partners. So KPIs are factors used by companiesin order to evaluate whether the services and

processes are performing well.

Reh (2005) argues that KPlIs are crucial for companies to measure progress towards organizational
goals. KPIs can be considered as a performance management tool and companies should understand
the importance of setting right KPIs in order to obtain long term value to their companies. Eckerson
(2004) argues that KPIs can be considered as strategic value drivers in order to achieve organizational
goals. This means that KPIs can steer companies in the right direction in order to achieve its

organizational goals and objectives.
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The purpose of KPIs is to measure the operational processes in order to increase the performance of
companies (Parmenter, 2009). Teague and Eilon (1973) argue that the purposes of KPIs are to ensure
the achievement of goals and objectives, to evaluate, control and improve procedures and processes
and, to compare and assess the performance of different organizations, departments and individuals.
Almost the same, Bourne and Bourne (2002) determine concentrating on the core business,
explaining directional organization goals and re-evaluating the performance targets as the main
purposes of KPls. Another purpose of using KPIs is to detect potential problems that can occur

between partners.

KPls are important indicators to track progress and help to manage and improve the performance of
companies. Therefore, KPIs should clearly be linked to the strategy and objectives of companies. Only
a small amount of KPIs should be used in order to answer the mostimportant questions for
companies. APl investigated whether KPIs are derived from strategic goals and they found that this is
barely the case. Only 15% of the respondents of a survey of 1100 organizations believed that their
KPIswere linked to the strategy and objectives of their company. So although literature emphasizes

the importance of a link between strategic goals and KPIs, thisis often not the case in practice.
5.2 Characteristics of KPIs

KPls should meet certain requirementsin order to be considered as relevant. KPIs can be either
process-based, activity-based or outcome-based. Parmenter (2009) investigated the characteristics
of KPIs by analysing 3000 participants in KPls workshops and he determined seven common
characteristics of KPIs. The characteristics of KPIs are:

- AKPI should be measured frequently (daily or weekly)

- AKPIshould be acted on by the CEO and senior management team

- AKPI should be understandable for both partners

- AKPlties the responsibility to the individual or the team

- AKPIshould have a significant and positive impact

- AKPIshould encourage appropriate action

- KPIs should be few in number

Masayna et al. (2004) and Barbuio (2007) distinguish more key characteristics of KPls which are:
- AKPI must be affordable
- Factors affecting the KPI should be controllable by the service provider
- AKPI should be meaningful to all the parties

- AKPI should be cost effective to collect
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The main characteristics of KPIs can be summarized into the SMART paradigm: a KPI should be
spedific, measurable, achievable, result-oriented/relevant and time-bound. KPIs should have a
spedific goal which means that it is clear and unambiguous. The second criterionis the need for
measuring the progress towards attaining the goal. If it is not possible to measure a KPI, thenitis also
not possible to verify whether a company is making the right progress towards their goal. The third
criterion is that a KPI should be realistic and attainable. Unrealistic goals can lead to friction among
partners which is not desirable. The fourth criterionis stressing the importance of relevance of
choosing the right KPIs. Only relevant goals will receive support from both partners. KPlIs are
considered as relevant when they support or are in alighment with other goals. The fifth criterion is
that a KPI should be time-bound which means that a goal should be achieved within a given date. A
time bound goal will usually establish a sense of urgency which is needed since the focus of partners

will otherwise be on daily activities (van Uchelen, 2003).
Categories of KPls

There is no uniform framework of KPIs and as a result, the amount of KPIs has become incredibly
high the last years. Literature divides the KPlsinto sub categories in order to structure this
proliferation of KPIs. There are however still various ways to categorize KPIs. The most important
categories for KPls are quantitative/qualitative indicators (Parmenter, 2009; Barbuio, 2007;
Gunasekaran et al., 2001), leading/lagging indicators (Barbuio, 2007, Gunasekaran et al., 2001,
Eckorson, 2004), processindicators (Gunasekaran et al., 2001), input/output indicators (Gunasekaran
et al., 2001, Barbuio, 2007, Chan and Qi, 2003), and level of focus indicators (Gunasekaran et al.,
2001, Barbuio, 2007). It should be noticed that this listis not exhaustive and that the selection

processfor KPIs can differ per sector and per company.

Shepherd and Gunther (2005) investigated 42 journal artides and books and they found that KPIs can

be categorized in several ways. They distinguish four main categories:

- Whether KPIs are qualitative or quantitative variables (Beamon, 1999).

- What they measure: costs and non-costs (Gunasekaran, 2001); quality, costs, delivery and
flexibility (Schonsleben, 2004); cost, quality, resource utilization, flexibility, visibility, trust
and innovativeness (Chan, 2003); resources, outputs and flexibility (Beamon, 1999); supply
chain collaboration efficiency, coordination efficiency and configuration (Hieber, 2002); and
input, output and composite measures (Chan and Qi, 2003).

- Whether their focus is strategic, tactical or operational (Gunasekaran et al., 2001)

- What the processes are in the supply chain they relate to (Huang et al., 2004; Lockamy and
McCormack, 2004).
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5.3KPIs in the transport and logistics sector

In the previous section, general characteristics of KPIs were examined. For this research it is more
interesting to investigate the KPIs usedin the transport and logistics sector. Before analysing the KPls
this sector, it is relevant to mention the most common logistics activities. Banomyong (2013) listed

these activities:

- Order processing

- Customer service

- Inventory management

- Logistics communications
- Purchasing

- Transportation

- Reverse logistics

- Packaging

- Warehousing and storage
- Value added services

- Distribution and delivery

- Order entry and order picking

These activities can be categorizedinto four main categories: cycle time KPls, cost KPIs,
service/quality KPIs and asset KPls. Cycle time KPIs refer to the cyde time of production processes.
Cost KPIs can refer to cost per shipment, cost per warehouse etc. Service/quality KPIs control, for
example, the quality of delivery of products. Asset KPlIs are related to the assets of a company such

as inventories (Banomyong, 2013).

Classification of KPIs in the transport and logistics sector

KPlsin the transport and logistics sector focus on time, quality, availability, cost, profit and reliability
of performed activities. These KPIs can be measured eitherinternal or external to an organization.
Interal metrics measure the performance of the internal components of the system such as
warehouses or transportation equipment. Examples of internal metrics are truck utilization,
warehouse throughput and machine utilization. External metrics measure the expectations of
companies that are not part of the organization such as customers or governments. Examples of
external metrics are frequency of delivery and pick-up or the percentage delivered on time. External
metrics are often financially and service oriented. The services or deliveries will be measured on how

wellitis provided, looking at time, cost and quality (Kasilingam, 1998).
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KPlsin the logistics sector can have either a strategic or operational focus depending on the type of
activity. Operational KPIs are focused on unitlevel performance while strategic metrics are focused
on overall performance of the system. For both strategic and operational focus, the KPIs can be
either financial or non-finandial. Financial KPIs are related to costs and benefits while non-financial
KPls are related to service, productivity or utilization. Table 6 illustrates the most important KPlsin

the logistics sector. The mostimportant KPIs are on-time delivery and complete and damage-free

delivery.

Logistics metric Ranking"
Transportation Distribution

On-time delivery 683 6.67
Complete and damage-free delivery 6.83 6.33
Accurate freight bills 617 5.8
Timely response to inquiry and claims [i] 5.8
Order eycle time 55 6.6
Average transit time 6.4 5
Percentage backorders 4 6.14
Order accuracy and completeness & 6.57
Customer comumunication & 6.33
Service level 6.5 6.14
Inventory accuracy 5 6.5
Forecasting accuracy 5 575
Order selection 3 6
Order administration i 567
Order shipping + 6.2
Percentage loss or damage in storage & 6.17
Throughput dollars per total inventory 1] 6.4
Order throughput cycle time 6 6.8
Value of inventory adjustments 0 6.33
Replenishment cycle time 5 6
Percentage transaction processing errors 0 5.5
Number of orders shipped per year 1 55
Total logistics costs as a percentage of sales & 6.25
Net profit as a percentage of sales 6 6.8

Table 6: List of KPIs in the transport and logistics sector ranked by their importance (Source: Kasilignam,

1998)

5.4 Conclusion

KPls are a set of quantifiable measures that a company uses to gauge or compare performance in
terms of meeting their strategic and operational goals. KPIs vary between business relationships
since the preferences differ per business relationship. They are useful figures to increase the
performance and to measure progress towards organizational goals. KPls should meet the
requirements of the SMART paradigm in order to prevent problems concerning the interpretation of
the KPlIs. The most important KPIs are on-time delivery, complete and damage-free delivery, accurate

freight bills and timely response toinquiry and claims.
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6 Methodology

The choice of an appropriate methodology is crucial for conducting a proper analysis. There are
several methodologies and these methodologies can be categorized into quantitative or qualitative
methods. This chapter aims to establish the methodology for this thesis. First, a description of several

methodologies will be given. Afterwards, an explanation for the research set up will be given.
6.1 Method of data collection

Quantitative and qualitative methods differ in terms of their analytical objectives, type of questions,
type of data collection instruments, forms of data and the degree of flexibility (Mack et al., 2005).
The difference in the degree of flexibility is considered as the key difference between quantitative
and qualitative methods. In quantitative research, the results are often fixed and these results can be
compared and tested easily. In qualitative research, however, the results are often flexible and then
a comparison is difficult to make. On the other hand, qualitative methods deliver specific and

valuable information.

In this research, qualitative methods will be used since quantitative methods are not considered as
appropriate research methods by the author. There is no strong consensus about the definition,
purpose and elements of SLAs in the transport and logistics market and only a small group of large
sized transport and logistics companies use SLAs. Therefore, quantitative methods are not
considered as appropriate research methods since these methods require a large sample. In
situations where little information is available, it is recommended by literature to start with
qualitative methods such as interviews orfocus groups. These methods can help to create
hypotheses which can be tested later on by quantitative methods. In qualitative methods,
researchers can acquire more detailed information and can react to the response of the respondent

while the results of quantitative methods will have a more general character.

Qualitative research can have either an exploratory, descriptive or explanatory research focus.
Exploratory research means a preliminary investigation of an unknown research topic and the aimis
to gain new information and insights. Interviews are proper research methods to acquire quickly a lot
of information about the research topic. An advantage of the use of interviews s the large diversity
of information the interviewer can obtain from an interview. An additional advantage of interviews is
that questions of the interviewer will always be answered by the respondents andin case of
unclearness; the interviewer can explain the questions more specifically (Verschuren and

Doorewaard, 2000).

The purpose of the interview with Jeroen van Velzen was to learn more about the content of SLAs

and the implementation of SLAs by companies in the transport and logistics sector. After reading
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(scientific) articles, reports and books about SLAs, thisinterview was to enlarge the knowledge of the
author about SLAs. This interview helped the author to have a clear view of SLAs and the use of SLAs

in the transport and logistics sector.

The interview with Jeroen van Velzen can be described as a ‘free interview’ which means that the
interview had a low level of pre-structuring. The author had no proposed questions, but he had an
idea about the topics he wanted to ask the respondent. Free interviews normally provide space for
conversation and explanation of the respondent. This form of research can be very useful in the
beginning of a research process since the respondent can give all the information he wanted to share

without concerning on the proposed questions by the interviewer.

Furthermore research can also have a descriptive or explanatory focus. Descriptive research means
an in-depth study on an individual, a situation, group or organization which aims to describe the
object of study accurately (Verschuren and Doorewaard, 2000). Explanatory research means a study
which is designed to indicate causality. After the stage of exploratory focus, the author gathered
more information and knowledge about the insights of SLAs. With these insights, the author could
shift itsfocus to a descriptive and explanatory focus. The aim of interviews became to learn more
about the actual thoughts and perceptions on SLAs in the transport and logistics market and what
value SLAs can create in relationships. So this can be considered as descriptive and explanatory

research.

For the descriptive and explanatory research, in-depth interviews are effective techniques since in-
depth interviews are useful forleaming about the perspectives of individuals and companies. During
in-depth interviews, the interviewer wants to learn more about the research topic by asking specific
questions to the person being interviewed. The interviewer asks the questionsin a neutral manner,
listening attentively to the responses of the person being interviewed and tries to ask follow-up
questions based on those responses. In-depth interviews are effective techniques for getting more
information about the feelings, opinions and experiences of the person being interviewed. Espedially,
sensitive topics can be better discussed in in-depth interviews than in a group setting. In a group
setting, people will be more reluctant to provide useful information and therefore anin-depth

interview will be preferred by the interviewer.

Before having anin-depth interview, the interviewer should prepare a clearlist of questions. For this
research, a setlist of questions was created which can be seenin appendix A. This indicates that the
level of pre-structuring is much higher for in-depth interviews than for free interviews. Thisis
important for the research since the results of the interviews can be compared more easily due to
the same set list of questions. The list of questions is divided into sub groups. First, the interviews

started with introductory questions about the company. Afterwards, the questions were structured
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into questions related to SLAs, questions related to KPlIs, questions related to SLAs in business
relationships and into market questions related to SLAs. The questions are divided into sub groups in

order to structure the interview.
6.2 Selecting research group

There have been conducted eight in-depth interviews by the author. The selected companies are
medium sized enterprises and large sized enterprises. Small sized enterprises are not takeninto the
analysis since they often don’t use SLAs and are not familiar with SLAs at all. As a result, only medium
sized enterprises and large sized enterprises were selected by the author. The selected companies
are connected to Kring Logistiek en Suppy Chain (KLS group) and FENEX Commission Seaport
Logistics. These companies are familiar with SLAs and they were willing to share information about
SLAs with the author. The selected companies are DB Schenker, VAT Logistics, Ploeger Logistics,
Broekman Logistics, Rhenus Logistics, Abr. de Haan Logistics, Ewals Logistics and RMI Global Logistics

Services.

A presentation about SLAs was given during a conference of the KLS groupin order to draw attention
to this subject and to approach companies for conducting an interview. The author also used the
network of TLN and FENEX in order to arrange interviews. In the end, eight companies were willing to
participate in this research. This amount of participantsis considered as sufficient by the author. The
participating companies cover a substantial part of the logistics sector and they have most

knowledge about SLAs.

Six of the eight companies can be found in the top 75 logistics service providers (see appendix B). DB
Schenkeris a multinational andit is the second largest logistics service provider in the Netherands.
They have been known for years with the implementation of SLAs in business relationships and their
turnover is 587 million euro a year. Rhenus Logistics ranks number 8 in the list with a turnover of 358
million euro a year. Broekman Logistics ranks number 21 with a turnover of 193 million euro a year;
VAT Logistics ranks number 46 with a turnover of 120 million euro a year; Ewals Cargo Care ranks on
number 51 with a turnover of 500 million euro a year in Europe; and Ploeger Logistics ranks number
68 with a turnover of 34 million euro a year. RMI Global Logistics and Abr. de Haan Logistics can’t be
observed in the top 75 logistics service providers, but RMI Global Logistics is a subsidiary of de Rijke
Logistics which is ranked number 16 with a turnover of 300 million euro a year. Furthermore they are
familiar with the implementation of SLAs in business relationships. The figuresillustrate that two
respondents are large sized enterprises and five respondents are medium sized enterprises. Abr. de
Haan Logistics is the only logistics service provider that can be identified as a small/medium sized

enterprise.
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The mix of different sizes of the companies is considered as sufficient. The medium sized enterprises
face the most problems with SLAs and therefore it isimportant to conduct most of the interviews
with them. The large sized enterprises can deliver useful information about their SLAs and how they
have solved problems in the past. Small sized enterprises are usually not familiar with SLAs, but it is

interesting to check their thoughts and expectations concerning SLAs.
6.3 Method of data analysis

After conducting the interviews, the results haven been written out by the author. The results of the
interviews are compared to each other and the mostimportant conclusions have been written out in
the next chapter. First, a descriptive analysis about SLAs is done by the author. Thereafter an
explanatory analysis is done by the author. The most striking findings of the research will be

discussed and analysed.
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7 Results and analysis

The results obtained from the interviews will be presented in this chapter. A descriptive and

explanatory analysis of the results will be presented.

7.1 Descriptive analysis concerning the implementation of SLAs in business

relationships

All the respondents are familiar with SLAs in business relationships although they don’t implement
themin every business relationship. The implementation of SLAs in a business relationship depends

on the presence of a couple of characteristics:

- The type of inter-organizational relationship

- Degree of complexity of processes

- The scope of business

- The size of logistics service provider and/or customer

- The degree of professionalism of logistics service provider and/or customer

All the respondents are familiar with different types of inter-organizational relationships and these
types are structured in a different way. Most of the logistics service providers have a couple of
intensive coupled form of relationships with customers, but most of the relationships are loosely
coupled form of relationships. In intensive coupled form of relationships, SLAs are often
implemented since the scope of business is often significantly large and therefore it requires a proper
structure. All the respondents agree that SLAs are required in business relationships if the scope of
business is significantly large. Small mistakes can have fatal consequences for intensive coupled form
of relationships and therefore SLAs are required since the consequences of mistakes are bigger

compared toloosely coupled form of relationships.

In loosely coupled form of business relationships, SLAs are not preferred by the logistics service
provider neither by the customer since the business is too small. It would be too expensive to record
an SLA in these types of business relationships and therefore only a simple operational agreement is

recorded by the parties.

The implementation of SLAs also depends on the degree of complexity of processes. SLAs are
required in relationships if the degree of complexity of processes is high in order to structure the
processes. For instance, the need for multimodal transport has resulted in more complex business
solutions. Itis possible for customers to choose whether they want the cheapest solution, the
environmental friendly business solution or the fastest business solution. Logistics service providers

have a major networkin order to provide these solutions and, as a result, the processes have
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become much more complex. This complexity of processes requires a proper structure and SLAs are

useful documents to structure these processes.

The implementation of SLAs also depends on the degree of professionalism of logistics service
provider and/or customer. Logistics service providers have always been flexible actors and, as a
result, their processes are not structuredin a professional way many times. Logistics service
providers are required to anticipate quickly to customers demand and then it is sometime s more
effident not to record an SLA. The appreciation of logistics service providers for flexibility makes
them reluctant inimplementing SLAs in business relationships. In professional organizations, SLAs
have become standardized documents more often thanit used to be, butless professional

organizations still don’t implement SLAs in business relationships.

7.1.1 Explanatory analysis concerning the implementation of SLAs in business

relationships

Although the respondents are familiar with SLAs, they barely implement them in business
relationships. This could be explained by the fact that most of business relationships are loosely
coupled form of business relationships, but this is not the only reason. The business relationships of
logistics service providers have always been structuredin a loosely way. Logistics service providers
have always been flexible actors and that’s why they didn’t want to record too much information in
contracts. The purpose of business relationships was barely to establish a long term relationship with
mutual benefits. Logistics service providers just wanted to achieve a high level of turnover, but their

purpose wasn’t to establish a long term relationship with their customers.

The declining profit margins have however put pressure on this thought. Just operating the required
activities isn’tenough anymore. They should think along with the preferences of the customers and
should provide the best solution for every single customer. In otherwords, logistics service providers
should try to create more value in business relationshipsin order to stay profitable. They should take
an active role in the relationship and try to improve the processes continually. SLAs are useful

documents to structure a long term relationship and toimprove processes by recording KPls.

Professional logistics service providers already implement SLAs in business relationships. They agree
that business relationships should be structured better thanit used to be and SLAs are useful
documentsin doing this. But most of the logistics service providers still operate in an old-fashioned
way and it seems to be that they have to make a mental shift. They are afraid of losing flexibility in
relationships and they stick to their current structures of business relationships. The world is

however changing and customers frequently want to make sound agreements with logistics service
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providers. Logistics service providers should adapt to these new developments in order to stay

competitive.

Another explanation why SLAs aren’t implemented frequently in business relationships is the
presence of power in relationships. Large customers try to impose one sided SLAs on smaller logistics
service providers while large logistics service providers try to impose one sided SLAs on smaller
customers. Long term relationships with mutual benefits can only be achieved if SLAs are documents
with mutual interests. Literature stated that more value can be achieved in business relationships if
mutual responsibilities are recorded in SLAs. In practice however customers and logistics service
providers try to implement one sided SLAs in relationships since this entail higher benefits for
themselves. It is not expected that the presence of power in negotiations will disappear, so itis
perhaps the best option to select customers of the same size as the logistics service provider in order

to avoid abuse of power.
7.2 Descriptive analysis concerning purpose of SLAs

There can be observed several purposes of SLAsin business relationships. The purpose of SLAs is to
record operational agreements formally in terms of quality of services. An SLA should at least indude
the mutual processes and it is important that mutual responsibilities are recorded in the document.
Itis important to record processes and other important issues formally since the potential conflicts

and problems can be prevented by having formal documents.

Another purpose of SLAs is to manage expectations of both parties; it is a proper tool in setting
feasible expectations for the relationship. Itis important to know each other’s needs and
expectations. SLAs can be used to create distinctnessin the relationship since SLAs are considered as
useful documents for analysing the processes before starting the business relationship. SLAs can also
be considered as a ‘check-list which means that each element of processesis analysed. SLAs are

robust documentations which can be very useful in starting up a proper business relationship.
7.2.1 Explanatory analysis concerning purpose of SLAs

The purposes of SLAs differ per logistics service provides and per type of business relationship. SLAs
can be considered as a manual for structuring a relationship. SLAs are implemented in order to
structure the processes without having a strategic goal. SLAs can however also be considered as
documents for observing developments in business relationships. These observations can be useful
for both partners if they want to achieve continuous improvement of processes in the relationship.
Figures and statistics are useful information for optimizing the business relationship and SLAs

properly record performance indicators and other importantinformation.
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It seems to be that the purposes of SLAs can be analysed from an operational perspective and from a
strategic perspective. From an operational perspective, SLAs have a purpose of a manual of the
mutual processes. From a strategic perspective, SLAs can be considered as useful documents for
structuring the relationship. SLAs can contribute to long term relationships with mutual benefits by
continually measuring, analysing and improving processes. The involved parties make sound

agreements with the aim to establish a long term relationship and to prevent problems and conflicts.

Although SLAs can be analysed from a strategic perspective, they are still often not implemented
from a strategic perspective. This can be explained by the fact that the purpose of SLAs is interpreted
differently by the involved parties. They are often not thinking along the same lines and, as a result,
SLAs are interpreted differently by the parties. Therefore itis of the interest that the involved parties
discuss the strategic purposes of the relationship during the composing process of the document.
SLAs are proper documents for achieving strategic goals and objectives since it builds bridges

between the operational processes and strategic goals.
7.3 Descriptive analysis concerning elements of SLAs

The content of SLAs differs per logistics service provider and per business relationship, but there can

be obtained general elements an SLA should contain. These elements are:

- Introduction

- Purpose and objectives of relationship

- Adescription of the nature and quality of services
- Definitions of good conditions of products

- Definitions of good conditions of information

- Expected performance level of services (KPIs) and how these levels will be measured
- The process of monitoring and reporting the KPlIs
- Duties and responsibilities of involved parties

- Complaint handling

- Payment criteria

- Termination

- Contact information

The elements are consistent with the obtained elements from the literature, but some elements are
of greater importance than others. In the introduction of an SLA, the involved parties will briefly be
described. The commencement and duration of the agreement are mentionedin the introduction.

Furthermore the purpose and objectives of the relationship will be examined in the introduction.
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After the introduction, the nature and the manner in which the services should be delivered are
described. The description of the services is the basis of the relationship and the services should be
described carefully in order to prevent potential problems concerning the interpretation of the
description of services. Itis very important toinclude proper definitions of products and proper
definitions of information. SLAs should cover mutual responsibilities and therefore it is very
important for logistics service providers to indude proper definitions of products and information.
They are only able to provide their services well to customersif the products are delivered to the
logistics service providers in good condition and if they are informed on time. So the description of
the nature and quality of services and definitions of good condition of products and information is a

crucial part of SLAs.

SLAs should alsoinclude expected performance level of services (KPIs) and how these levels will be
measured. KPIs are obligatory elementsin SLAs since the involved parties want to know whether the
services are performed well. If thisis not the case, the involved parties could take a number of
measuresin order to improve the performance levels. It is important to describe the measurement
systems that are used in relationshipsin order to prevent misinterpretation andit is alsoi mportant

to agree the process of monitoring and reporting the KPls.

SLAs should also cover duties and responsibilities of the involved parties. All the respondents argue
thatitis of the importance to record a mutual agreement which means that SLAs shoul d cover
mutual duties and responsibilities. This is animportant part of the SLA in order to prevent one sided

composed SLAs.

Furthermore SLAs should include complaint handling, payment criteria, termination and contact
information. Complaint handling is crucial in business relationships since problems and conflicts
could damage the relationship. Therefore it is of the interest to make sound agreements about the
complaint handling. The payment criterion is another important element of SLAs. Payments should
be made on time since it could otherwise affect the businesses. Finally SLAs should also indude
contact information of the involved parties. In cases of problems, conflicts or questions, it is easy to

know which person to contact.
7.3.1 Explanatory analysis concerning elements of SLAs

The elements of SLAs don’t significantly differ per logistics service provider and per business
relationship. General elements such as description of services, KPls and contact information are
always induded in SLAs. It should however be mentioned that itis of the interest that an SLA indudes
mutual responsibilities. Customers require a high level of performance, but logistics service providers

are only able to provide this level of performance if the products are in good condition and the

45



information is communicated well. Large companies with a lot of power try to compose a one sided
SLA, butlogistics service providers should only start a relationship if mutual responsibilities are

recorded well in the document.

Although SLAs include general elements, there is no consensus by the respondents about induding
bonuses and penalties in SLAs. Most of the respondents don’t want to indude bonuses and penalties
in their SLAs since itis not preferred by both parties. If there are some problems with meeting the
performance levels, both parties will try to solve these problems since it is for both parties of the
interest to achieve the highest level of performances as possible. Large customers sometimes want
to include bonuses and penalties in SLAs, because they argue thatincentives are necessary for
obtaining the highest level of performance in business relationships. It seems to be that
multinationals want to indude bonuses and penalties in SLAs since they gained considerable
experience and they accurately know what performance levels they can guarantee to their

customers.

It seems to be that the structure of business relationships in the transport and logistics marketis a
little bit out of date. Many business relationships are still based on trust without recording too many
processes. Thisis the way the old generation structured their relationships and they argue that itis
not necessary to record SLAs. The new generation however argue that business relationships
nowadays require operational agreements such as SLAs in order to prevent conflicts and problems.
The new generation attaches more importance to formal agreements and KPIs since it can improve
the relationship. So it seems to be that there is difference in thoughts about SLAs among the old
generation and the new generation. The old way of structuring business relationships is a bit out of
date and therefore it seems to be that the sector has to face a mind shift regarding contracts and

SLAs.
7.4 Descriptive analysis concerning costs and benefits of SLAs

There can be observed a couple of benefits of SLAs from the interviews. Table 7 illustrates the most

frequently mentioned benefits of SLAs.

Benefits of SLAs Number of respondents
Creating clearness 6
Managing expectations 4
Easy to update 2
Improving processes 2

Table 7: An overview of the benefits of SLAs mentioned by the amount of respondents
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The most frequently mentioned benefit of SLAs is creating clearmness in the relationship. Operational
processes and performance levels of the services are formalized in a document and, as a result,
clearnessis created in the relationship. Espedallyin the beginning of the relationship, an SLA is an
important tool since the documentforces both partners to describe the processes and mutual

responsibilities.

The second frequently mentioned benefit of SLAs is managing expectations of the involved parties.
When starting a relationship, both parties should have realistic expectations concerning the
relationship. Expectations of the relationship are managed by darifying the scope of services and the
distribution of responsibilities. It is very important in the beginning of the relationship that the

involved parties share the same view of expectations and SLAs are useful documents in doing this.

Another benefit of an SLA is that the document can be updated easily by both parties since itis a

living document. The relationship is continually changing and, as a result, the document should also
continually change in order to prevent problems and conflicts. In contrast, contracts are difficult to
update while the relationships is continually changing. Therefore, SLAs are usable documents since

they can easily be updated by the involved parties.

SLAs are proper preparation documents for starting a business relationship and for improving the
processes. In the beginning of the relationship, the processes will not be operated efficient since the
new relationship will entail unexpected problems and conflicts. Therefore relationships require a

structure in the beginning of a relationship and SLAs can structure the relationship well.

There can also be observed a couple of costs concerning SLAs. Logistics service providers and
customers should spend time and effortin SLAsin the composing process of the document.
Companies should also be careful in selecting the rightinformation toinclude in SLAs. They should
not indude too much information in the document since it then can become an expensive and
juridical document. Another disadvantage of SLAs isits inflexibility compared to relationships without
having an SLA. More details are recorded in SLAs while in some situations, companies want to
operate the services in another way, but this is not possible due to the composed requirements in
SLAs. The lack of flexibility is an important reason forlogistics service providers not to record SLAs

with customers.
7.4.1 Explanatory analysis concerning costs and benefits of SLAs

A cost and benefit analysis can be analysed from an operational and a strategic perspective. From an
operational perspective, SLAs are useful documents since it forces both partners to describe the
processes and mutual responsibilities. Operational managers consider SLAs as practical documents,

check-lists or manuals. They exactly know which processes should be operated in the relationship
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since this is recorded in an SLA. So from an operational perspective, SLAs are useful documents for

structuring the operational processes of a business relationship.

Itis however also possible toimplement SLAs on a strategic level. From a strategic perspective, SLAs
can be considered as useful documents for starting a long term relationships with a customer.
Espedially in the beginning of relationships, processes require a proper structure since both partners
need to know each other’s processes. Itis also important to structure the processes well in order to
prevent problems and to build up trust among the partners. The involved partners should start to
converge in order to establish a long term relationship, but this requires a proper structure of the

relationship and SLAs can contribute to such a proper structure.

SLAs should be considered as an investmentin a relationship and it is a good preparation for starting
a business relationship. It is more efficient to analyse potential problems before starting a
relationship than solving these problems during a relationship. SLAs provide clearness to the partners
and it is considered as an important document for realizing expectations. The services are recorded
formally in a document and, as a result, problems and conflicts are prevented. SLAs are also living
documents and, as a result, they can be adapted quickly to new developments. Literature
acknowledges that long term relationships entail significant benefits and SLAs are useful documents

for partners to establish a long term relationship.

7.5 Descriptive analysis concerning problems with composing, implementing and
updating process of SLAs

There can be observed a couple of problems concerning the composing process, implementation
process and updating process of SLAs. There are sometimes struggles among the parties about
setting the performance levels of the services, butin the end the parties will arrange an acceptable
level of performance for both parties. In the maintaining process, respondents have problems with
the interpretation of conditions and KPIs. Some conditions or KPIs are interpreted differently by the

parties and this causes friction among the parties.

The respondents also have problems with the updating process of SLAs and with the communication
among operational managers and the people who are involved with the SLA. Sometimes, SLAs are
adapted too late to developments and this causes problems since the document doesn’t formali ze
the operations well anymore. On the other hand, some companies have problems with the easiness
of updating the document. They argue that a lot of time is spent on the composing process of SLAs
while this can easily be broken in the updating process. Another problem is that the document is not

implemented sufficiently on a strategic level by logistics service providers. The communication
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among operational managers and strategic managersis ofteninsufficient and this makes it difficult to

operate the processes in the most efficient way.

Another problem is the lack of mutual responsibilities in SLAs. Large customers with a lot of power
try to delegate responsibilities and risks to logistics service providers. As a result, logistics service

providers want to include an escape clause in SLAs.

7.5.1 Explanatory analysis concerning problems with composing, implementing and
updating process of SLAs

The observed problems concerning the composing, implementing and updating process of SLAs are
all related to misinterpretation and miscommunication among partners. Misinterpretation of SLAs
could be caused by the fact that the involved parties paid too little time and effort on the document.

It can also be explained by the fact that customers are not common with the logistics concepts.

Another problem is the miscommunication among logistics service providers and customers, and
among operational and strategic managers of companies. Miscommunication and misinterpretation
are results of too little communication among partners, and among operational and strategic
managers. The involved parties pay too little time and attention to the SLA and, as a result, problems
will occur due to miscommunication and misinterpretation. It is however more efficient to make
sound agreements before starting a relationship than doing this during the relationship. Therefore it
is of the interest to define clear conditions and KPIs in order to prevent misinterpretation and

miscommunication.

The problem of miscommunication could be solved by communicating more frequently with each
other. Business meetings, phone calls and visiting companies can reduce the risk of
miscommunication among partners. The problem of misinterpretation could be solved by
establishing a standard structure for SLAs and by defining standard logistic concepts and KPIs. More
distinctness can be created by standardizing documents, concepts and definitions. Distinctnessis
veryimportant in business relationships in order to prevent problems and conflicts such as

misinterpretation of documents and miscommunication among partners.
7.6 Descriptive analysis concerning KPIs

The selection of KPIs differs per business relationship, but the KPls should meet the criteria of the
SMART paradigm. Especially, measurability and achievability are important criteria in selecting KPIs
for business relationships. The KPIs differ per business relationship, but itis important that mutual

responsibilities are taken into consideration when selecting KPIs. Companies should not select too
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much KPlIs since it then becomes an expensive and juridical agreement. The respondents select

approximately 3 to 8 KPls, butit depends on the scope of services and the sub market.

KPI Number of respondents

Delivery on time

Order reliability

Good conditions of products

Stock reliability

Deadlines for payment

= N W N N oo

Completeness of orders

Table 8: An overview of the mentioned KPIs by the amount of respondents

Table 8illustrates the most frequently mentioned KPIs by the respondents. The mostimportant KPls
are delivery on time, order reliability and good conditions of products. These KPIs are always
included in SLAs by the respondents. Other mentioned KPIs are stock reliability, deadlines for
payment and completeness of orders. Some extra KPIs are added to the document ifitis preferred
by the involved parties. It is possible to include financial KPIs in SLAs, but finandal KPls are often not
preferred by the parties. Most of the respondents are reluctantin including financial KPIs or bonuses
and penalties in SLAs. In fact, only (very) large logistics service providers want toinclude finandal
KPls or bonuses and penalties in SLAs since they argue that incentives are necessary in business

relationships. They are however an exception to the general rule.

The reporting process of KPIs differs per business relationships and per logistics service provider.
Some respondents report the KPIs to every business relationships, but most of the respondents only
report KPls to customers only when they request their KPIs. The reason that the KPIs are not
standard reported is that the measurement systems are not operating efficient so far. This means
that it is too expensive for them to report the KPIs to all their customers. Most of the respondents

however aim to standardize the reporting process of KPIs, but this requires investments and time.

The KPIs are measured daily or weekly by logistics service providers, but they are reported monthly
by all the respondents. This frequency of reporting is considered as suffident by all the respondents
and it is not expected that the KPIs will be reported more frequentin the future. This can be
explained by the fact that the customer is satisfied when the performance levels are achieved by the
logistics service provider. If there are problems with achieving the performance levels, both parties

tend to solve these problems as quickly as possible.

None of the respondents has problems with measuring and reporting the KPIs to customers. A

respondent however experiences problems with the interpretation of KPIs. Clear definitions of KPlIs
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should be made by both parties in order to prevent ambiguity about the interpretation of the KPIs. It
is also very important to report the KPIs continually to customers. Measuring, analysing and
reporting processes continually to customers contribute to the continuity of relationships. Potential

problems and conflicts can be prevented by reporting the KPIs continually.

Costs are made by the respondents concerning the measurement and reporting of KPlIs, but these
costs are not passed onto customers. Logistics service providers are required to measure and report
KPls and this is considered as a service to customers. Furthermore logistics service providers also
want to know their own performance levels since the gathered information can help them to operate
processes more efficient. Potential problems can be observed quicker so it is for their self-interest to

gather information about the performance levels.

The KPIs are often measured by software programs since this is the most efficient way to measure
and report the KPls. KPIs are however sometimes still measured by employees while this is not the
most efficient way. So costs are made by the logistics service providers for measuring and reporting

the KPls, but these costs are not passed onto customers.
7.6.1 Explanatory analysis concerning KPIs

All the respondents argue that an SLA should not contain too many KPIs, because it will then become
too expensive to measure and the focus on the most important processes will be lost by having too
many KPIs. The selection of the amount of KPIs differs per business relationship, butit seems to be

that the amount of KPIs depends on:

- The scope of services
- Complexity of processes

- The sub market that a logistics service provider serves

The amount of KPIs depends on the scope of services; the larger the scopess of services, the more
KPls are indudedin an SLA. The amount of KPIs also depends on the complexity of processes. For
example, simple transportation of goods from location A to location B by truck only needs KPIs such
as delivery on time and good conditions of products. In contrast, more complex processes such as
warehousing activities require more KPIs. The sub market that a logistics service provider serves also
affects the amount of KPIs. Transportation of dangerous goods, for example, requires more KPIs than

the transportation of sand.

From a strategic perspective, KPIs are important figures for observing developments and potential
improvement possibilities. The aim of the involved partiesis to achieve continuousimprovement of

processes and continually measuring, analysing and reporting processes to customers contribute to
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the continuity of relationships. Potential problems and conflicts can be prevented by reporting the
KPls continually. So in business relationships, KPIs are very important figures for achieving
continuous improvement of processes. The process of measuring, analysing and reporting processes
is also important in order to establish a long term business relationship since the involved parties

come closer to each other.

Thereis a lot to be gained from the reporting process of the KPlIs. Most of the reporting processes of
KPls are not standardized, because thisis too expensive for logistics service providers and they don’t
think that it is necessary to standardize KPIs. A standardization of KPIs could however deliver
competitive advantage for companies. In the transport and logistics market, many companies are
competing on prices, but as a result the profit margins are very low. Competition on quality of
services is a better strategy since the profit margins are higher compared to price competition.
Providing customer specific solutions and customer services can deliver companies a competitive
advantage. Companies should have a proactive attitude and try to think along with the customer.
Standardization of reporting KPIsis an example of having a proactive attitude of logistics service
providers. Knowledge and trust can be built up with the partner by reporting the KPIs continually.

Furthermore reporting KPIs continually to customers can be considered as a service to customers.

The reason why logistics service providers don’t standardize the reporting of KPIs is that it is too
expensive for them. Costs are made by the logistics service providers conceming the measurement
and reporting of KPIs, but these costs are not passed onto customers. These costs should however be

considered as an investmentin the business relationship.

7.7 Descriptive analysis concerning market developments of SLAs

There can be observed some developments concerning the implementation of SLAsin business
relationships. SLAs are not implemented in many business relationships and small sized logistics
service providers generally don’t use SLAs in their relationships. Medium sized logistics service
providers however are now in a process of standardizing the implementation of SLAs in business
relationships. Large sized logistics service providers already standardized the implementation of SLAs
in business relationships. They don’t face many problems concerning SLAs since they are already
familiar with it. Medium sized logistics service providers however do face problems with

standardizing SLAs since they are notfamiliar with it yet.

The respondents expect that the implementation of SLAs in business relationships will increase in the
future. They are now in a process of standardizing SLAs, but SLAs are still not always usedin business
relationship. For the future, the respondents expect that SLAs will be standardized for business

relationships where the business s significant and where the processes become complex. In small
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business relationships, logistics service providers still won’t prefer to implement SLAs since itis not
preferred by both parties. The business is too small and, as a result, composing an SLA will become

too expensive for this type of business relationships.

The respondents argue that fewer requirements were needed in business relationships
approximately a decade ago. Processes have become more complex and customers require more
information and more accurate information. The transport and logistics market has become more
professional the last ten years and, as a result, SLAs have been used more often in business
relationships. This process of professionalization is expected to continue at least for medium sized

logistics service providers and therefore the use of SLAs is also expected to increase in the future.

All the respondents agree that SLAs and KPIs can be used as a marketing tool. Performance levels of
current business relationships can be used in order to attract new customers. KPIs can be considered
as unique selling points in attracting new customers. The quality of services can be used for
marketing and SLAs secure the quality of services. So SLAs can indirectly be considered as marketing
tools. Using SLAs is a professional way to approach potential customers and it that way SLAs can also

be considered as marketing tools.

All the respondents agree that SLAs can contribute to successful long term business relationships.
SLAs help to structure the relationship and this requires a proper structure, especially in the
beginning of a relationship. Both parties need to know each others processes and SLAs help to bring
them closer together. SLAs are useful documents in order to reinforce trust among partners which is
crucial in establishing a successful long term business relationship. Furthermore the process of

measuring, reporting and analysing lead to efficient business relationships.
7.7.1 Explanatory analysis concerning market developments of SLAs

Logistics service providers have always been very flexible actors and, as a result, many operations
were only based on trust and were not formalized in contracts and SLAs. There were not many
problems in business relationships, because problems and conflicts were solved immediately.
Processes however became more complex and customers became more critical and, as a result,
customers required more contracts and SLAs for the operations. The process of formalizing processes
more often started approximately ten years ago. Since then, the implementation of SLAs in business
relationships hasincreased significantly. So it hasn’t been a long time ago that the sector operated
without formalizing processesin SLAs and, as a result, there are differences of opinions in the sector

about the implementation of SLAs in business relationships.

The old generation used to work without SLAs, and they argue that SLAs are not necessary for

operating processes efficdently. The new generation however attach more importance to SLAs since
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they considerit as a professional way to structure a business relationship. It might be that the sector
has to face a mind shift regarding SLAs. Logistics service providers don’t want to lose their flexibility
in processes, but customers appreciate to record the processes in SLAs. So perhaps the best option is
a compromise between the involved parties. Processes could be recorded formally, but without

damaging the flexibility of logistics service providers too much.

The descriptive analysis shows that SLAs are not implemented by logistics service providers for a long
time and itis still not standardized by many logistics service providers. Although they agree that the
implementation of SLAs can deliver benefits for the relationship, they are still reluctant in
standardizing SLAs in business relationships. It might be that they don’t exactly know how to
implement SLAs in what type of business relationships. Starting with a standard framework could be
a good starting point. They can adjust the SLA to their preferences after a couple of experiences, but

logistics service providers should have the courage to implement SLAs in business relationships.

KPls are important figures for logistics service providers and for business relationships. Processes can
be improved by continually measuring, reporting and analysing processes. KPls are also crucial for
companies to measure progress towards organizational goals. Furthermore, KPIs can be useful
figures from a strategic perspective. Potential customers can be attracted by high levels of
performance of logistics service providers. KPIs can be considered as unique selling points. However
many logistics service providers still don’t use KPIs for attracting potential customers. So from a
strategic perspective, logistics service providers insufficiently implement SLAs and KPIs in business
relationships. There is a lot to be gained from making sound agreements between logistics service
providers and customers. SLAs and KPls keep the relationship neat and steer the involved partiesinto
the right direction in order to achieve its strategic goals and objectives. As a result, SLAs and KPIs
contribute to an establishment of a long term relationship which is considered as positive by

literature.
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8 Conclusion, limitations and further research

This study analysed the impact of SLAs on business relationshipsin the transport and logistics
market. The aim of this study was to answer the following research question: “How and to what
extent can SLAs contribute to the improvement of business relationships of logistics service
providers?” The research question will be answered in this chapter, but before that the sub

guestions will be answered first.

1. How are inter-organizational relationships generally formed and analysed?

There are many inter-organizational relationships within supply chains and these relationships vary
from simple transactional relationships to complexinterdependent relationships. A continuum of
relationships can be observed from arm’s length relationships to vertical integration. From arm’s
length relationships to vertical integration, the actorsinvolved use more bureaucratic and
administrative control and less market control. The relationships can be distinguished by several
characteristics such as the degree of common goals, time horizon of the relationship, structure of the
relationship and description of the relationship. In the transport and logistics market, most of the
customers are small customers (approximately 80%) whereas a minority of the customers are large
customers (approximately 20%). The small business relationships are often loosely coupled form of

relationships while the large business relationships are often intensive coupled form of relationships.

2. How can SlAs generally and specifically in the transport and logistics sector be characterized?

SLAs are written agreements that identify relationships that exist between service providers and its
customers. The basic reason behind implementing SLAs in business relationships is toimprove
service quality by defining and focusing on key services required to meet business requirements.
SLAs can be eitherimplemented on an intra-organizational or on aninter-organizational level. Some
general elements of SLAs can be observed from literature: a description of the nature of services, the
expected performance level of services, how these performance levels will be measured and
reported, the time frame for response and problem resolution, the consequences for not meeting
the obligations, and termination. Although there can be observed general elements from literature,
SLAs are structuredin different manners since the elements are adjusted to the preferences of the

service provider and the customer.

A couple of characteristics of SLAs in relationships can be observed from literature. SLAs are bilateral
relationships between service providers and customers. SLAs can function as a communication tool
between service providers and customers. Another characteristic of SLAs is the continuously

adaption to changes that occur in relationships between service providers and customers. Benefits of
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implementing SLAs are that communicationis improved by implementing SLAs in relationships; it
helps to manage expectations, and it helps toimprove service deliveries by setting performance
standards. The most important benefit of SLAs is however that relationships are strengthened by
stimulating service providers and customers to make contact. Establishing an effident long term
relationship requires investments from both parties and SLAs are useful documents for bringing the

involved parties together.

In the transport and logistics sector, the most frequently mentioned benefit of SLAs is creating
clearnessin relationships by formalizing operational processes and performance levels. Another
benefit of SLAs is managing expectation of the involved parties by clarifying the scope of services and
the distribution of responsibilities. SLAs have a purpose of a manual of the mutual processes, but
they can also be considered as useful documents for structuring the relationship. SLAs can contribute
to long term relationships with mutual benefits by continually measuring, analysing and improving
processes. Developments in business relationships can be observed well by SLAs and these
observations can be useful for the involved parties in order to achieve continuous improvement of
processesin the relationships. SLAs are however also importantin the beginning of relationships
since it forces the involved parties to describe the processes and mutual responsibilities. Processes
require a proper structure since the involved parties need to know each other’s processes. It is also
important to structure the processes well in order to prevent problems and to build up trust among
the involved parties. Long term relationships can be established if the involved parties start to
converge, but this requires a proper structure of the relationship and SLAs can contribute to such a

proper structure.
3. How can KPIs generally and specifically in the transport and logistics sector be characterized?

KPls are a set of quantifiable measures that a company uses to gauge or compare performance in
terms of meeting their strategic and operational goals. KPIs vary between business relationships
since the preferences differ per business relationship. They are useful figures to increase the
performance and to measure progress towards organizational goals. KPIs should meet the
requirements of the SMART paradigm in order to prevent problems concerning the interpretation of

the KPIs.

In the transport and logistics sector, KPIs are important figures for observing developments and
potential improvement possibilities. The aim of the involved parties is to achieve continuous
improvement of processes and continually measuring, analysing and reporting processes to
customers contribute to the continuity of relationships. The process of measuring, analysing and
reporting processesis also important in order to establish a long term business relationship since the

involved parties come closer to each other. KPIs can steer companies in the right directionin order to
56



achieve its organizational goals and objectives. Therefore, KPIs should be clearly linked to the
strategy and objectives of companies. It can be conduded that KPIs are important figures that are
useful for optimizing the business relationship and SLAs properly record performance indicators and

otherimportant information.

4. In which business relationships and to what extent should logistics service providers

implement SLAs?

SLAs are notimplemented in every business relationship of logistics service providers. From the
analysisit can be observed that the implementation of SLAsin business relationships depends on the
scope of business, size of logistics service provider and/or customer, the degree of professionalism of
logistics service provider and/or customer, the type of inter-organizational relationships and degree
of complexity of processes. SLAs are required if the business of the relationshipis significantly large.
These relationships are often intensive coupled form of relationships. Loosely coupled form of
relationships doesn’t require SLAs since the businessis too small and it would be too expensive to
record an SLA. Furthermore it is not preferred by the involved parties. So inintensive coupled form
of business relationships where the scope of business is significantly large, SLAs are required since it
is important to operate the processes in the most efficient way and SLAs are useful documents in
order to safeguard the interests of the involved parties. In contrast, loosely coupled form of business

relationships doesn’t require SLAs since the businessis too small.

There can be observed a clear difference between SLAs inloosely coupled form of relationships and
SLAs inintensive coupled form of relationships, but in between these forms of relationships SLAs can
be either implemented or not. It seems to be that the need for SLAs in business relationships
depends on the preferences of the involved parties, degree of professionalism of the involved
parties, the degree of complexity of processes, and the sub market in which the customer operates.
Professional organizations tend to implement SLAs more often in business relationships than less
professional organizations. The implementation of SLAs in business relationships also depends on the
degree of complexity of processes and the sub marketin which the customer operates. High risk sub
markets such as transportation of petrol require more detailed information which can be recordedin
an SLA. More complex processes also require SLAs more often than less complex processes. So in
betweenloosely and intensive coupled form of relationships, the implementation of SLAs depends

on a couple of characteristics.
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It is now possible to answer the research question:

“How and to what extent can SLAs contribute to the improvement of business relationships of

logistics service providers?”

SLAs can be considered as useful documents for starting long term relationships with customers.
Espedially in the beginning of relationships, processes require a proper structure since the involved
parties need to know each other’s processes. Processes won’t be operated in the most efficient way
since the relationship will entail unexpected problems and conflicts. Therefore business relationships
require a proper structure in the beginning of relationships and SLAs provide such a structure. An SLA
forces the involved parties to describe the processes and mutual responsibilities well and, as a result,

problems and conflicts can be solved more efficient.

Itis also important to structure the processes well in order to build up trust among the involved
parties. The involved parties should start to converge in order to establish a long term relationship,
but this requires a proper structure of the relationship and SLAs can contribute to such a proper
structure. Trust is essential for establishing a long term relationship, but it is difficult to build up trust
among the involved parties. It seems to be thatit requires time and a proper structure. Furthermore
the process of measuring, reporting and analysing performance indicators also reinforce the level of

trust among the involved parties.

SLAs should be considered as an investmentin a relationship andit is a good preparation for starting
a business relationship. It is more efficient to analyse potential problems before starting a
relationship than solving these problems during a relationship. SLAs provide clearness to the partners
and it is considered as an important document for realizing expectations. Furthermore logistics
service providers should think along with the preferences of the customers and should provide the

best solution for every single customer.

In other words, logistics service providers should try to create more value in business relationships in
order to stay competitive. They should take an active role in the relationship and try to improve the
processes continually. SLAs are useful documents to structure a long term relationship and to
improve processes continually by measuring, reporting and analysing KPls. Literature acknowledges
that long term relationships entail significant benefits and SLAs are proper documents forinvolved
parties to establish a long term relationship and to achieve strategic goals and objectives since it

builds bridges between the operational processes and strategic goals.
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8.1 Limitations

A limitation to this research is the restricted availability and knowledge of SLAs in the transport and
logistics sector. There was almost no information about SLAs in the transport and logistics sector and,
as a result, the author was forced to use literature about SLAs from other sectors. Another limitation
of this research is the lack of small and large sized enterprises in the interview group. Most of the
respondents were medium sized enterprises and although they deliver useful information for the
author, new insights could be obtained from small sized en large sized enterprises if they were
presentin larger numbers. Anotherlimitation of this research is that the author only approached
logistics service providers and not customers. New insights could be obtained from customers about

SLAs in relationships.
8.2 Further research

Further research should focus on deepening the analysis of the current thesis by expanding the
sample of respondents. Small sized enterprises, large sized enterprises and customers could entail
relevant information about SLAs. It could also be interesting for further research to investigate the
importance of power forimplementing SLAs in business relationships. Some respondents argued that
power isimportant in the decision making process of implementing SLAs in business relationships,
but this research didn’t analyse the role of power in business relationships in the transport and

logistics sector.
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10 Appendix

Appendix A: Original list of questions for interviews

1 Whatkind of company is company X?
o Small, medium or large sized?
o In which sub market does it operates?
o National orinternational orientated?
o Whatis ratio transport/distribution/logistics?

2 What are the main customer relationships of company X?

Questions related to service level agreements (SLAs)
1 Inwhatkind of customer relationships does company X use SLAs?

2 Do the composed SLAs differ per type of business relationship? (arm’s length transactions,
alliances, joint venture etc.)

3 How satisfied are you about composing, implementing and updating SLAs?
4 What s the purpose of an SLA?

5 What elements should an SLA contain?

6 What are the costs and benefits of SLAs?

7 Are SLAs composed in cooperation with customers or does company X offer a standard SLA
to customers?

8 What problems do occur during the composing process, implementing process and updating
process of SLAs?

9 How are these problems solved?

10 Isit possible to compose a standard SLA which can be provided to every type of business
relationship?

11 What elements should an SLA contain for every type of business relationships?

12 Whatis the added value of an SLA?

Questions related to key performance indicators (KPI’s)

1 What KPIs should an SLA contain?
2 What are the most frequent used KPIs?
3  What are the criteria for KPIs?

4 Do KPls differ per business relationship or are there any ‘common used’ KPIs?
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What problems do companies face when measuring KPIs and how are these problems
solved?

How often are KPIs reported to customers and is this a sufficdent amount of reporting
frequency?

How many KPIs should an SLA contain?
Is there a difference in degree of importance of KPIs?

What costs are associated with measuring KPIs?

Questions related to SLAs in business relationships

1

What is the value of an SLA in business relationships?
Which party takes the initiative for composing an SLA?

Should companiesin business relationships spend more time and effort in composing an
SLA?

How often are SLAs evaluated and adjusted during relationships?

Is this suffident amount of evaluations for having an optimal business relationship or should
SLAs be evaluated more often by the partners?

Wheniis it necessary for companies to record an SLA in business relationships?
Could SLAs be used as a tool in starting a long term relationship with customers?

Are companies being forced to become more transparent in the future, and if so, could SLAs
be usedin this process?

Is it possible to create more value in the supply chain by implementing SLAs more
efficent/often?

Market questions related to SLAs

1

What are the developments conceming SLAs in company X and in the transport and logistics
market?

Do you expect that the implementation of SLAs will increase in the future, and if so, why do
you expect that this development will happen?

Is there a need for more information from customers and, as a result, is there a greater need
for accurate KPIs?

What is the importance of information sharing among partners? Are companies reluctant to
share important information with their partners?
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In the transport and logistics sector, agreements are still often made without recording a contract or
SLA. These agreements are based on trust among the parties.

5 Do you think that the financial crisis has led to an increase in the need for KPIs and SLAs?
6 Isitpossible to use SLAs and KPIs as marketing tools?

7 Canaproper composed SLA contribute to succeeding long term relationships among logistics
service providers and customers?

Thank you for your participation!
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Appendix B: Top 75 logistics service providers in 2013

Aantal Aantal Aantal m* Jaaromzet NL x min.
Naam bedrij medewerkerks NL | vestigingen NL warehousing NL *= wereldwijd, **= Europa)

| 2 |DBSchenker : | 190000 |

[ 19 FitmGrowp | 89 | 8 | 128000
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