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Foreword

This dissertation by Jan Deepen is embedded in a research stream at the
Kühne-Center for Logistics Management at WHU – Otto Beisheim School
of Management – which explores the outsourcing of logistics services.
Conceptually, Deepen is guided by the work of Engelbrecht (2004) which
shows that the outsourcing of logistics services positively influences a
firm’s logistics performance, which in turn positively influences the overall firm performance. The empirical research also indicated that not the
degree of outsourcing is primarily decisive for the former relation, but
rather the design of the outsourcing process itself. Within the design of this
process, the relationship between logistics service provider and its customer is of particular importance. So far, little to nothing is known on the
detailed influence of this relationship on the outsourcing performance. Exactly here is the starting point of this dissertation. It aims at discovering the
performance effects that arise from the design of the outsourcing relationship. In the light of the strong effect of outsourcing performance on both
logistics- and firm performance this question has not only theoretical, but
also practical relevance.
In the following, some results of the empirical research conducted by
Deepen – which must be considered very advanced both because of its
methodology and data quality – shall be highlighted. The complex outsourcing performance model developed by Deepen through extensive conceptual work in very large parts is supported by the empirical data. It consequently allows a very differentiated insight into the dependence between
the different factors. Most of the hypothesized relationships are highly significant. Almost two-thirds of the variance of goal achievement is explained through the model, and so is more than one-third of the variance of
goal exceedance. This is very encouraging. Viewing the derived hypotheses, it can be observed that the major part finds support. Only three hypotheses had to be rejected, nine could not be tested. These results are evidence of a very profound model formulation.
The testing of the relationship between outsourcing performance and logistics performance also provides some very encouraging results. All four
hypotheses find support. After all, more than ten percent of the level of logistics services and more than seven percent of the level of logistics costs
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are explained. Given the multitude of potential influencing factors of logistics performance, these values must be considered very satisfying. Finally,
the findings on the relationship between logistics performance and firm
performance are very convincing. Only one hypothesis must be rejected.
The research basically confirms the results found in the works of Dehler
and Engelbrecht and yet identifies some differences. These primarily concern the effect of the level of logistics costs, which is now shown to positively influence all three dimensions of firm performance. Deepen’s dissertation thus provides very valuable findings, also for a practical context.
The robustness of the models against moderating effects of situational
variables is another important finding of the study, which also may prove
to be a valuable field for further research.
Altogether, the dissertation by Deepen is very convincing in many aspects. It is characterized through excellent methodological skills and a precise and consistent theoretical development of the empirical research. The
dissertation is built upon a very extensive literature review, which in particular includes the most recent international sources. The study provides
important new insights. It consequently does not only advance the research
on logistics service providers, but also has substantial practical potential.
Therefore, this book will be worth reading for a very broad audience.
Vallendar, January 2007
Prof. Dr. Dr. h.c. Jürgen Weber

Preface

It is a common misconception that writing a dissertation largely is a solitary endeavor – in my case it certainly has not been. At the Kühne-Center
for Logistics Management at the WHU – Otto Beisheim School of Management – I have found an environment characterized by the interaction of
a multitude of people, mutual support for each other, and a liberal and
stimulating atmosphere. Creating this environment is the achievement of
my doctoral advisor, Prof. Dr. Jürgen Weber. I would like to thank him for
his guidance, support, and the freedom and responsibility he gave me during the years we have worked together.
I would also like to thank my co-advisor, Prof. Dr. Lutz Kaufmann, who
holds the Chair of International Management at the WHU, for providing
additional insights and supporting me throughout my dissertation.
My dissertation has greatly benefited from the close cooperation with
Dr. David Cahill. Right from the beginning, we have been on the same
time track with similar topics – while my dissertation took the customer’s
view on third party logistics relationships, David’s takes the service provider’s view. This allowed us not only to share the survey data, but also to
at least daily hold telephone conferences about the progress made, occurring problems, and potential solutions. This deep cooperation, which
started out with two colleagues, ended with two friends.
Dr. Carl Marcus Wallenburg, Managing Director of the Kühne-Center
for Logistics Management, has also substantially contributed to the success
of this dissertation. He has not only always been a very fair critical counterpart in research with brilliant ideas and a sharp mind, but also a good
friend. The times together, be it with sports, games, or traveling I will always remember.
Research always requires adequate funding, but even more so at a fully
private financed institution. In this respect, I would like to thank the sponsors of my work: The Kühne-Foundation, whose support is the basis for all
activities at the Kühne-Center for Logistics Management. My appreciation
goes to Klaus-Michael Kühne, sole trustor of the foundation, and to its
managing director Martin Willhaus. I would also like to thank Dr. Thomas
Held, former CEO of Schenker AG, and Dirk Reich, Executive Vice
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President Contract Logistics of the Kuehne + Nagel Group, for specifically
sponsoring the survey.
As I have pointed out above, the environment at the Kühne-Center was
critical for my dissertation’s success. This is largely due to the people I
met during my time and thanks go to Dr. Christoph Engelbrecht, Dr. Andreas Bacher, Dr. Marcus Groll, Dr. Alexander Schmitt, Nils Daecke, Ulrich Schulze, Dr. Alexandra Matthes, Peter Voss, Dr. Andreas Gebhardt,
Wolfdieter Keppler, Serena Trelle, Peter Lukassen, Matthias Mahlendorf,
Martina Bender and Christian Busse. Also, my work would have been a lot
harder without our administrative assistants Beata Kobylarz, Fotini Noutsia, and Sonja Schmitt.
The Kühne-Center is an integral part of the Chair of Controlling and
Telecommunication. Located in close proximity, cooperation is close and
fruitful. As representatives for the large number of people I have met there,
who helped me or simply contributed to making it a great time, I would
especially like to thank Dr. Bernd-Oliver Heine, Dr. Eric Zayer, Dr. Mascha Sorg, and Dr. Marius Lissautzki.
I am especially grateful to Claudia Warning and Ekin Balik. They always offered me a place to stay when I came to Vallendar in the last phase
of my dissertation and thus made my life a lot easier.
In the course of the dissertation, I have also conducted research in the
USA. The learnings have become important components of my dissertation and subsequent publications. I would like to thank Prof. A. Michael
Knemeyer of The Ohio State University and Prof. Thomas J. Goldsby of
the University of Kentucky. Tom and Mike have supported my research
for years and have become friends during our frequent visits.
Finally, I would like to thank the people most important to me: Haike,
for always being there for me, for keeping up with my often volatile schedule and for making our time together so wonderful. Lars, my brother, for
following my progress from a distance and for motivating me in the right
moments.
My utmost gratitude goes to my parents, Marion and Reinhard Deepen.
They have always encouraged me to find my way and haven given me all
the love and support a child can wish for. Without them, I would not be
where I am now. To them, I dedicate this book.
Düsseldorf, January 2007
Dr. Jan M. Deepen
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1 Introduction

1.1 Motivation
The worldwide usage and importance of logistics outsourcing has grown
dramatically over the last decades and will continue to do so. Indeed, a recent study by LANGLEY/DORT/ANG/SYKES (2005) indicates that from
total logistics expenditures in 2005, 57% in Western Europe and 44% in
the U.S. were directed towards logistics outsourcing. For these figures,
they expect to see growth rates of 18% in Western Europe and 16% in the
U.S. in the near future (2008-2010). Similarly, usage rates for logistics
outsourcing services in the United States have increased from approximately 40 percent of Fortune 500 companies in the early 1990s (LIEB
1992) to approximately 80% in 2004 (LIEB/BENTZ 2004). It has also
been estimated that about 40 percent of global logistics is outsourced
(WONG/MAHER/NICHOLSON/GURNEY 2000). The continuing globalization of operations will only serve to reinforce this growing reliance on
logistics service providers (LSPs) worldwide (ZHU/LEAN/YING 2002).
The ability of LSPs to maintain an increasingly relevant role in today’s
global supply chains will be largely driven by their continued ability to
provide value to their customers. This value arises from both accommodating and exceeding customer service expectations in a more cost effective
manner than can be achieved by customers performing the activities themselves. While some companies have made the decision to maintain control
of logistics activities, numerous others worldwide have decided to outsource these activities.
As recently demonstrated by DAUGHERTY/STANK/ELLINGER
(1998), DEHLER (2001), and STANK/GOLDSBY/VICKERY/SAVITSKIE (2003), a company’s logistics performance has an influence on the
overall firm performance. ENGELBRECHT (2004) contributed to the discussion by showing that indeed, the outsourcing performance is an important driver of the logistics performance. Thus, clearly understanding the
drivers of logistics outsourcing performance is critical knowledge for managers to have in today’s competitive business environment. On this,
ENGELBRECHT (2004) found that the degree of logistics outsourcing,
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e.g. the extent to which a firm outsources it logistics processes to a logistics service provider, is not the main driver. Instead, it may be assumed
that this can be found in the outsourcing arrangement itself.
Much remains to be known on how these outsourcing arrangements
should be designed. Aside from the technical implementation side, this
pertains particularly to the relationship design between the LSP and its
customer. While research from relationship marketing supplies a number
of very relevant insights (ANDERSON/WEITZ 1989; ANDERSON/
NARUS 1990; MORGAN/HUNT 1994), the adaptation by logistics research has been rather scarce (MOORE 1998; STANK/GOLDSBY/
VICKERY/SAVITSKIE 2003; KNEMEYER/MURPHY 2004). However,
the recent findings of logistics outsourcing research focusing stronger on
the relationship perspective rather than technical issues are very promising
to understand the true drivers of logistics outsourcing performance and its
implications. This indicates a particular relevance of further research in the
field. As yet, the relevant antecedents of logistics outsourcing performance
remain to be identified and must be arranged into a consistent model. Furthermore, these findings must be integrated into the research of
DAUGHERTY/STANK/ELLINGER (1998), DEHLER (2001), STANK/
GOLDSBY/VICKERY/SAVITSKIE (2003), and ENGELBRECHT (2004)
to obtain a holistic view of the entire logistics performance chain, spanning
from the initial outsourcing performance over the overall logistics performance to the firm performance of the customer of the LSP.
Before this can be accomplished, a measurement model for logistics
outsourcing performance must be developed first. Currently, a large number of different measurement approaches exist, this owing at large to the
complexity of the measurement object. Those scales proposed by
STANK/GOLDSBY/VICKERY/SAVITSKIE (2003), KNEMEYER/
MURPHY (2004), and ENGELBRECHT (2004) supply detailed and precise insights. All of them are multi-dimensional constructs, in each case
focusing on different aspects of outsourcing performance. This makes concentration and consolidation necessary, keeping in mind the different aspects of logistics outsourcing and everyday business reality.
The logistics outsourcing decision has been identified as a key consideration in contemporary logistics management (MURPHY/POIST 2000).
While its strategic character has been emphasized especially through the
insight that it is a facilitator of firm performance, the dominant motivation
for logistics outsourcing is still the reduction of logistics costs
(ENGELBRECHT 2004). The shorter time horizons these considerations
often have compared to attempts to increase the logistics service levels,
even though they influence the boundaries of the firm and its competencies, at times lead to the wrong focus in the outsourcing arrangement. So-
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metimes they even cause their failure. Firms aiming purely at cost reductions will emphasize other aspects in the logistics outsourcing arrangement
than those intending to achieve service level increases. This is of particular
relevance to the design of logistics outsourcing relationships between LSPs
and their customers.
Only when the concept of logistics outsourcing performance, its measurement, its effects as well as its antecedents are known and understood,
these problems can be overcome in logistics outsourcing practice. To do
so, a study conducted with the adequate scientific rigor as demanded by
MENTZER/KAHN (1995), proposing distinct hypotheses and then testing
them empirically is necessary. It thus is building on the findings of the research conducted in previous years, consolidates it and develops new models that allow further insights for both academic research as well as the logistics practice.
Finally, a last deficit of current logistics research must be addressed in
this study. The efforts outlined above will facilitate a thorough and general
understanding of logistics outsourcing relationships and their effects on logistics outsourcing performance, as well as its effects on logistics- and
firm performance. However, the open questions concerning the importance
of the role of the context of the firm in the logistics outsourcing context
and the general applicability of the performance models remain (CHOW/
HEAVER/HENRIKSSON 1994; PFOHL/ZÖLLNER 1997). Answering
these questions, however, is of particular relevance as especially in the logistics outsourcing practice very few standardized outsourcing solutions
for complex processes and problems have been developed, thus hindering
further cost reductions.
To determine what outsourcing strategy has primacy in which context,
CHOW/HEAVER/HENRIKSSON (1994, p. 26) suggest the use of contingency models of logistics performance which should include factors such
as the environment, the logistical features of the product range or the production technology. While the contingency approach has been criticized in
the past for its mechanistic view that there is only one best structural answer to any specific contextual situation and its lack of theory (HAGE
1974; SCHREYÖGG 1980), it can contribute to new insights. If adequately used as a measure to understand the environmental contingency of
firms, it can point out that under certain circumstances, differences in organization structure and administrative practices have different implications for a firms’ performance.
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1.2 Goal
The intention of this study is to contribute to the logistics outsourcing discussion by analyzing the relationships between logistics service providers
and their customers. It aims at discovering the performance implications
that the design of logistics outsourcing relationships has. A large-scale
empirical study was conducted which serves to answer four distinct research questions which were developed to break down the complex problem into several smaller parts that can be individually addressed. The research questions are derived from current research deficits and are in detail
discussed in chapter 2.4. In the survey, the relationship between a customer and its most important LSP was analyzed from a perspective of
equality between the two parties. Consequently, the term “customer” in
this study will, if not specified otherwise, always refer to the customer of
the logistics service provider, a common procedure in contemporary logistics outsourcing research (DAUGHERTY/STANK/ELLINGER 1998;
STANK/GOLDSBY/VICKERY/SAVITSKIE 2003; KNEMEYER/MURPHY 2005; LANGLEY/DORT/ANG/SYKES 2005).
In the following the open questions this study is aiming to address will
be briefly described. Its starting point is, as argued above, the relationship
between the customer and its LSP. For the customer, a main problem is to
identify the factors that influence the relationship. This is a complex task:
on the one hand, a multitude of different variables and theoretical approaches exist to choose from. On the other hand, the customer has a particularly strong interest in the implications of the relationship variables for
the logistics outsourcing performance, which in turn supposedly influences
the firm’s logistics performance. Consequently, the main influencing factors of the relationship must be identified and their effects on the outsourcing performance examined.
Additionally, it is of particular interest to see how these different variables might be integrated into one model that comprises the relationship
variables as well as their performance effects for the outsourcing of the logistics activities. Here, special consideration must be given to the interdependencies existing between the variables in order to adequately estimate
the causal linkages inside the model and to the design of the logistics outsourcing performance construct.
The question of the performance effects of the relationship design between customer and LSP is only a strategic one if a connection can be
shown between the outsourcing performance and the resulting logistics
performance of the customer. The relevance in that case would result from
the insight that the design of the outsourcing relationship would have a di-
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rect influence on the logistics performance. This in turn may be of particular relevance if it could be shown to positively affect the overall firm performance. While the recent research as shown in chapter 1.1 suggests that
this link indeed exists, it must be tested also for the specific logistics outsourcing performance construct developed in this study.
Finally, the question of the validity of the answers to the research questions that deal with the issues presented above must be addressed with respect to the context of the firms. Since the individual context may vary depending on the firms’ specific and individual situations, some of the causal
linkages in the models are presumably moderated by those contingency variables. It therefore is necessary to first identify contingency variables with
potential moderating effects. In a second step, their influence on the logistics outsourcing relationship model and its performance effects must then
be analyzed.

1.3 Structure
This study is organized as follows, in general pursuing the framework suggested by MENTZER/KAHN (1995) for theoretically rigorous logistics research. In chapter 1, the motivation for the research is outlined. Building
on that, the four research questions that guide this study are presented before the structure of the study is discussed in detail.
Chapter 2 introduces the basic concepts of this study. Aside from logistics, its origin, development and the status quo of research, logistics outsourcing and logistics outsourcing relationships are presented. To approach
the logistics outsourcing discussion, first its origin and definition is introduced. Then, the benefits and risks of logistics outsourcing are examined
and the markets for and the providers of logistics outsourcing services are
analyzed, before in chapter 2.2.4 the status quo of logistics outsourcing research is put forward. Finally, chapter 2.3 presents the research on logistics
outsourcing relationships. It starts of with an analysis of the terminology of
partnerships, before it continues with pointing out why partnerships and
their development are of importance in general in buyer-supplier relationships. Then it goes on and discusses what implications this knowledge has
for logistics outsourcing relationships in particular, first presenting the
status quo of relationship marketing research and then its aspects that have
already made their way into current logistics outsourcing relationship marketing. Finally, chapter 2.4 summarizes the findings from the previous
chapters and on these grounds identifies different research needs which in
chapter 2.4.2 lead to the formulation of four distinct research questions that
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will guide further research efforts of the study. There, the procedure to answer these questions is also outlined in detail.
Chapter 3 then presents the theoretical framework of the study. Three
different theories, transaction cost theory, social exchange theory, and
commitment-trust theory, and the contingency approach are all argued to
have explanatory value for logistics outsourcing research. Consequently,
each of them is presented in detail before an individual examination of its
explanatory value is performed. Chapter 3.3 then integrates the theories as
an important step for the further analyses.
In chapter 4, the antecedents and effects of logistics outsourcing performance are discussed. Initially, the measurement of logistics outsourcing
performance is scrutinized and a bi-dimensional construct is conceptualized. Then, the ten most relevant relationship antecedents of logistics outsourcing performance are derived from the literature review and the theories presented in chapter 3. First, they are conceptualized in chapter 4.2.1,
before in chapter 4.3.1 hypotheses on the causal linkages between the variables and logistics outsourcing performance as well as amongst themselves
are developed. This leads to the development of a comprehensive model of
logistics outsourcing performance in chapter 4.3.2. Thereafter, logistics
performance and firm performance are conceptualized. Consequently, the
effects of outsourcing performance on logistics performance are hypothesized before the effects of the latter on firm performance follow, thus producing a model of the entire logistics performance chain. Chapter 4.5 finally discusses potential moderating effects of internal and external
contingency variables on the models developed in the previous chapters.
Chapter 5 introduces the methodology of the research and the sample
characteristics. At first, it presents the survey design, including covariance
structure analysis as the method of choice in this study, the method of data
collection, the questionnaire design as well as questions concerning representativeness and potential biases. It then continues with a discussion of
the methodological basis for the empirical analysis, including a detailed
discussion of fit criteria that serve to asses the quality of both measurement
and structural models. At the end of the chapter, the basics for model design and modifications are outlined.
The operationalization of the different constructs conceptualized in
chapter 4 is performed in chapter 6. Starting with the antecedents of logistics outsourcing performance in chapter 6.1, all constructs of logistics outsourcing-, logistics-, and firm performance are operationalized in detail.
After having done this in individual chapters, the discriminant validity of
the constructs in the individual models is scrutinized in chapter 6.5, before
in chapter 6.6 the external and internal contingency variables are operationalized.
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Chapter 7 introduces the empirical analyses of the structural models. In
chapter 7.1, a basic model of the antecedents and dimensions of logistics
outsourcing performance as well as a necessary simplification is presented,
before the results of the final model are discussed in detail. Similarly,
chapter 7.2 presents the models of logistics performance and firm performance and discusses them accordingly, before in chapter 7.3 the moderating
effects of the contingency variables on the three performance models are
analyzed.
The final chapter is chapter 8. It summarizes the main results, develops
some managerial implications and outlines the needs for further research
that either could not be addressed in this study or have are a direct consequence of this research.

