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Abstract

The aim of this thesis is to explore the resource portfolio-based alignment of outsourcing
relationships in a triadic setting in logistics and supply chain context. The study defines an
outsourcing type of business relationship as a strategy to acquire, integrate and utilize resources
and competence. The study reviews the literature on resource-based and industrial network view
and defines relationship alignment as an ongoing process of a timely and harmonious association
between mutually supporting actors. The study shows that actors combine resource elements
including physical assets, capital, technology, people, processes and competence to form resource
portfolios. The study follows a qualitative research design with case study method. The data was
collected using semi-structured interviews from a customer company, its logistics service provider
and contract manufacturer. Moreover, outsourcing and operational relationships were analyzed
using an abductive strategy of inquiry to determine outsourcing relationships are aligned through
resource portfolios over time. The study empirically shows that at the start of an outsourcing
relationship, actors mutually understand contractual resource commitment to effectively engage
and utilize necessary resources and competence, using process standardization as an
administrative mechanism. As the relationship proceeds, the actors monitor and adjust resource
utilization against agreed benchmarks and cost limits using control as a regulatory mechanism.
Actors regularly coordinate to adapt to business processes by adjusting resources and re-
structuring activities to meet the business needs. As resources evolve, quick and autonomous
decision-making help to add, replace or remove certain resources to modify the portfolios. The
organizational culture drives the attitude of the management and employees, and weaves the
resources, activities, and actors of the mutually supporting actors together creating a timely and
harmonious association to achieve the desired outcomes of the outsourcing relationship. In an
operational relationship, only the activities are linked. Furthermore, the study shows that
incentives do not play an important role in the customer-supplier relationship.

Keywords: alignment, customer-supplier relationship, logistics, outsourcing, resource
portfolio, supply chain
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Tiivistelmä

Työn tavoitteena on tutkia, miten resursseihin perustuva yritysten välisten ulkoistustyyppisten
liikesuhteiden yhteensovittaminen tapahtuu kolmikantaisessa kumppanuusmallissa logististen
toimitusketjujen kontekstissa. Työssä tarkastellaan ulkoistustyyppisiä liikesuhteita resurssien ja
osaamisen hankintaan ja hyödyntämiseen perustuvan strategian kautta. Teollisten liikesuhteiden
ja resurssien aiemman tutkimuksen pohjalta voidaan liikesuhteiden resurssipohjainen yhteenso-
vittaminen määritellä jatkuvaksi prosessiksi, jolla suhteen osapuolet tukevat ja harmonisoivat
yhteistyötään. Tutkimus osoittaa, että osapuolet yhdistävät monia erilaisia resurssiaineksia fyysi-
sistä tuotteista pääomaan, teknologioihin, osaamiseen ja toiminnallisiin prosesseihin linjatak-
seen liikesuhdettaan. Tutkimus tehtiin laadullisena tapaustutkimuksena, jonka aineisto kerättiin
teemahaastatteluiden avulla logistisen toimitusketjun asiakas-, logistiikkapalvelu- ja sopimusval-
mistajayrityksiltä. Liikesuhteiden resurssipohjaista yhteensovittamista analysoitiin abduktiivi-
sesti aineiston ja teorian vuoropuhelun avulla. Tutkimus osoittaa, että ulkoistustyyppisen liike-
suhteen alussa osapuolet perustavat resurssiensa yhteensovittamisen ennen muuta sopimuspoh-
jaisille sitoumuksille niin, että resursseja voidaan kiinnittää toisiinsa ja toimintaa yhdenmukais-
taa ja hallita. Kun liikesuhde kehittyy, resurssien yhdistämistä ja hyödyntämistä arvioidaan
enemmän operatiivisia tekijöitä vasten ja käyttäen apuna toimintaa ohjaavia kontrollimekanis-
meja. Tämä tarkoittaa myös, että liikesuhteen osapuolet muuttavat ja kohdistavat uudelleen
resurssejaan aiempaa enemmän. Kun resurssit tällä tavoin kehittyvät, on tärkeää pystyä päättä-
mään niiden käytöstä tehokkaasti ja joustavasti. Liikesuhteen osapuolten organisaatiokulttuurin
merkitys korostuu sekä liiketoiminnan asiantuntijoiden että johdon näkökulmasta, kun resursse-
ja muokataan ja liitetään yhteen. Ulkoistustyyppisten liikesuhteiden tapauksessa ja tutkimuksen
kontekstissa resursseja yhteen tuova toiminta nousee siten tärkeäksi, eivät niinkään esimerkiksi
tilaajien ja toimittajien väliset taloudelliset kannustimet.

Asiasanat: logistiikka, resurssit, tilaaja-toimittajasuhteet, toimitusketjut, ulkoistus,
yhteensovittaminen
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1 Introduction 
This chapter introduces the background of the research including the aim of the 
study and the research question. The chapter focuses on outsourcing types of 
relationships and discusses some of the main benefits and challenges associated 
with such relationships. The chapter also touches upon the new paradigms applied 
to the outsourcing relationships. The need for the study is discussed followed by 
the structure of the dissertation.  

1.1 Background 

The recent trend of going beyond transactional exchanges in business-to-business 
(B2B) relationships has redrawn the economic landscape in which independent 
organizations now operate in networks (Gulati et al., 2000). This transformation 
has created a gap in many firms’ strategic goals and resources (Lewis et al., 2010). 
A firm’s external B2B relationships help bridge this gap by providing a means to 
access the resources and capabilities needed to conduct business with counterparts 
(Squire et al., 2009). According to Cooper et al. (2008), organizations often develop 
business relationships to acquire resources and to gain entry to new markets. 
However, intense market competition forces firms to develop more feasible 
business models which not only satisfy customer needs but also generate mutual 
benefits for all the actors in a value chain (Schmoltzi & Wallenburg, 2012). 

This study views a supply chain as a ‘set of three or more entities directly 
involved in the upstream and downstream flow of products, services, finance, and 
information form a source to a customer’ (Mentzer et al., 2001, p. 4). Recent studies 
show that initiatives drive firms to develop such customer-supplier relationships 
that could counter the negative impacts of uncertain supply chain challenges and 
ultimately deliver mutual expectations (Vanpoucke et al., 2017). In the literature, it 
has been shown that properly managed business relationships result in improved 
supply chain performance (Tsai & Hung, 2016). To get the most out of a firm’s 
supply chain, outsourcing of non-core business processes is one of the B2B 
relationship strategies that could help firms achieve desired outcomes. B2B 
outsourcing arrangements help organizations achieve several strategic firm-level 
objectives (Rintala et al. 2021). Studies (see, e.g., Vanichchinchai, 2012; Qi et al., 
2009) advocate that this trend is prevailing in several industrial sectors including 
automobile, healthcare, fashion, and heavy industrial machine manufacturing. An 
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overview of literature on B2B relationships and outsourcing type of relationship 
arrangements is provided in chapters 1.2 and 1.3 respectively. 

The concept of outsourcing can be viewed as externalizing activities from a 
customer to a supplier (Rodrígues & Robaina, 2006). The trend of outsourcing 
some or all segments of logistics operations has become a common phenomenon 
in industry (Kenyon & Meixell, 2011). Many industrial manufacturers are seeking 
to outsource supply chain and logistics activities to third parties in order to 
capitalize on the suppliers’ resource bases and competence. As a result, the logistics 
industry has seen significant growth in recent years (Dong et al., 2021). According 
to Ali & Kaur (2018), recently the logistics domain represents more sophisticated 
solutions including advanced business processes, which are far beyond mere 
transportation and storage services. This trend seems to reflect the search for 
suitable customer-supplier outsourcing arrangements that ensure performance and 
mutually beneficial outcomes from the dyadic relationship (Sharma & Choudhury, 
2014). 

There are risks associated with outsourcing relationships which in the worst 
cases could result in undesired outcomes or even termination of the relationships 
(Zsidisin et al., 2004). For instance, in 2006 Lego outsourced a major part of its 
production to a third party service provider but terminated the relationship within 
two years (Kaipia & Turkulainen, 2017). According to Borgstrom & Hertz (2010), 
companies still lack the capability and understanding to operate in outsourcing 
relationships. A key challenge is to ensure a supplier’s (including logistics service 
providers and contract manufacturers) service quality and performance, as they 
serve on the customer’s behalf in a triadic arrangement (Rahim et al., 2020; 
Sengupta et al., 2018). 

Research highlights clear doubts on the efficacy of customer-supplier 
relationships (Kenyon & Meixell, 2011), as a lack of alignment in the relationship 
can become an enduring challenge (Lacity et al., 2008). Such inter-firm alignment 
does not take place automatically to produce favorable results (Kroes & Ghosh, 
2010). Particularly within make-to-order and assemble-to-order supply chain 
structures, failing to align the outsourcing relationships with a logistics service 
provider (LSP) or a contract manufacturer (CM) could lead to serious consequences 
for a customer firm in terms of its reputation and performance (Kaipia & 
Turkulainen, 2017). 

The aim of this study is to explore the resource portfolio-based alignment of 
outsourcing relationships in a triadic setting. A resource portfolio is viewed as a 
combination of internal and external resources contributed by both a customer and 
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its suppliers in a supply chain to carry out certain business processes to possibly 
achieve operational efficiency and mutual economic benefit. In this study, the 
alignment is defined as a process of forming a timely and harmonious association 
between mutually supporting actors. Viewed through the lens of a resource 
portfolio, a B2B outsourcing relationship can be seen as a resource and competence 
acquisition strategy that focuses on the creation, integration, utilization, 
modification, and removal of resource elements such as physical assets, people, 
finance, and competence possessed by a focal customer and its current supplier in 
a supply chain. 

In line with the aim of the research, this study addresses the question of how 
outsourcing relationships are aligned through resource portfolios. Taking a process 
perspective, this study looks into ‘what’ is aligned and ‘how’ it is aligned by the 
actors in an outsourcing relationship. More specifically, on an inter-organizational 
level, the study explores the alignment mechanisms on a dyadic level, that is, how 
certain possible alignment mechanisms influence outsourcing relationships to 
achieve mutual benefits and value. The study touches upon the influence of certain 
mechanisms on various categories of resource elements present in a resource 
portfolio. In line with the main research objective, both a customer’s and its 
supplier’s perspectives are used to analyze the resource portfolio-based alignment 
of the outsourcing relationships. This research is connected to the current literature 
on inter-organizational relationships within the strategic management field. It is an 
attempt to advance existing knowledge by providing a better understanding of the 
resource portfolio-based alignment of outsourcing relationships in a triadic setting 
within the supply chain contexts. 

1.2 Business-to-business (B2B) relationships 

B2B relationships have been the focus of several management studies. Several 
researchers have attempted to enhance our understanding of customer-supplier 
relationships (e.g., Selviaridis & Spring, 2007; Bask, 2001; Juga et al., 2010; 
Halldórsson & Skjøtt-Larsen, 2004). There is common agreement among 
academics that B2B relationships, as an organizational phenomenon, are complex, 
difficult to define, long-term, and tend to reflect what has happened in the past 
(Håkansson & Ford, 2002; Ritter et al., 2004, Möller & Halinen, 1999). 
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1.2.1 Definition and description 

To elaborate the importance, one may conceptualize a customer-supplier 
relationship in terms of purposeful interaction that ‘changes and transforms 
resources and activities’ to facilitate the interplay among resources contributed by 
both actors through mutual adaptation over time that may improve their joint 
performance (Håkansson et al., 2009, p. 28). 

B2B relationships are developed through actions and counter-actions between 
two companies over time, thus anticipated results lie ahead in time, and are 
therefore, critical for a company’s performance (Itami, 1987). According to 
Håkansson & Snehota (1995), business relationships are chains of interactive 
episodes based on mutual orientation and commitment between two parties. Here, 
the mutual orientation creates an interdependency, which highlights the necessity 
of the alignment of business goals and operations to a certain degree. Similarly, the 
commitment reflects the mutual willingness to combine required resources and 
competence to carry out various business processes and activities. 

Business relationships are unique, difficult to imitate, and cannot be 
reproduced for other counterparts. The value of a relationship is difficult to 
enumerate, partly due to its intangibility, and mainly because the value of 
relationship lies in its use by the actors involved. In general, B2B relationships deal 
with resource interdependencies between actors, allowing them to access and 
mobilize certain resources which are not in their own control (Zaefarian et al., 
2016). Since interdependencies drive the alignment within a single specific 
relationship, such an alignment is difficult to duplicate for other relationships. 

1.2.2 Importance of relationships in the business world 

The formation, development and maintenance of inter-organizational relationships 
are at the very core of the business landscape (Leonidou et al., 2017). Since no 
organization possesses all the required resource elements to produce goods or 
services, the need to access external resources becomes critical (Araujo et al., 1999). 
In this sense, B2B relationships are considered an important part of the business 
world for they provide a means for its existence (Håkansson et al., 2009; Ford & 
Håkansson, 2006). 

Relationships affect a firm’s performance and its survival over time 
(Håkansson & Snehota, 1995). Several studies support the role of continuous high-
involvement relationships between organizations (La Rocca et al., 2017). Zaefarian 
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et al. (2016) posit that B2B relationships are multi-faceted in nature and are 
important for organizational survival and success. Similarly, it is argued that 
relationships positively influence firm profitability by affecting important 
managerial decisions pertaining to innovativeness, reduction in operational costs, 
and service offerings (e.g., Rindfleisch & Moorman, 2001; Cannon & Homburg, 
2001; Selnes & Sallis, 2003; Palmatier et al., 2007). 

Organizations intend to develop business relationships to achieve sustainable 
competitive advantages with partners and suppliers. Within the supply chain 
context, B2B relationships evolve over time and often through various phases of 
joint cooperation. Koulikoff-Souviron and Harrison (2007) argue that such 
partnerships are resource intensive. Generally, long-term contracts are signed 
between a customer and its supplier. These long-term relationships, often termed 
as partnerships, are considered to bring added value based on economic and non-
economic characteristics, such as shared goals, mutual benefits, trust and openness, 
information sharing, coordination and planning, developing common logistics 
processes, risk sharing, recognition of mutual interdependencies, and compatible 
corporate cultures (Harrison et al., 2014). 

1.2.3 View of business relationships in this study 

Researchers have addressed business relationships either as an isolated 
phenomenon or as a part of a larger whole (Håkansson & Snehota, 1995). Out of 
these two perspectives, this study takes the later view, where relationships between 
actors are spread over a longer period of time and are connected to each actor’s 
other relationships as part of a broader business network, as advocated by the 
industrial network approach. The relationship view seems more pragmatic in 
addressing everyday problematic scenarios in companies. Besides, the network 
approach furnishes sound and stable meanings to the opportunities companies have 
in managing and dealing with other actors. Together these aspects open up a domain 
providing far-reaching theoretical and managerial implications. Within the 
relationship view, the performance of a company can be explained for a networking 
process in terms of its ability to develop business relationships to exploit its partners’ 
resources rather than depending only on its internal resources. 

Viewing relationships as a chain of interaction processes, which connect two 
business entities, helps analyze relationships in terms of the ‘elements’ being 
connected and the ‘effects’ these connections produce in a relationship. Since 
organizations are embedded in continuous business and non-business relationships, 
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any single organization should not be analyzed in isolation but in connection with 
its business network (Ritter et al., 2004). Viewing business relationships in this 
manner is beneficial to this research and is in line with the aim of the study. 

1.3 Outsourcing types of relationship arrangements 

An outsourcing arrangement can be viewed as a strategy (e.g., Hätonen & Eriksson, 
2009; Shook et al., 2009) that deals with the transfer of business activities and 
processes, previously executed internally, to an independent external firm (Ellram 
& Billington, 2001). Fill & Visser (2000) label this strategy as one of the most 
sustained trends in B2B relationships. The word ‘outsourcing’ stems from ‘out’ and 
‘source’, meaning an external source or an external agent (Franceschini et al., 2003). 
Outsourcing, as a management approach, reflects the process of the customer’s 
make vs buy decision and an overtime transfer (Wasner, 1999) of activities from 
internal governance to external control. Such relationship arrangements are evident 
in several industrial sectors around the globe. 

1.3.1 Definition and description 

There has been an active debate concerning the definition of outsourcing in the 
management literature (Harland et al., 2005). According to Greaver (1999, p. 3), 
‘outsourcing is the act of transferring some of the organization’s recurring internal 
activities and decision rights and the resources that make the activities occur, which 
can include people, facilities, equipment, technology, and other assets, to outside 
providers, as set forth in a contract’. McIvor (2006) argues that in order to 
outsource any task to an external organization, it implies that the task cannot be a 
new activity; it has to be something that has been performed in-house in the past. 

In the current literature, terms such as transformational outsourcing, strategic 
outsourcing, systems specialist sub-contracting, or networked-partnerships are 
used to describe outsourcing arrangements, based on the degree of vertical 
integration, changes in business model, ownership of inventory and level of 
cooperation between the actors (Wasner, 1999). Through an outsourcing 
relationship, a customer can gain access to suppliers’ capabilities, and tangible and 
intangible resource elements, thus reducing its own fixed investment in physical 
assets (Dyer et al., 1998; Kotabe et al., 2008). More recently, Drauz (2013) posits 
that outsourcing relationships alter the operational scope of a customer firm, thus 
reducing its share of in-house production activities. In this study, an outsourcing 



21 

relationship is considered as a strategy that deals with the acquisition, integration 
and utilization of resources and competence between a customer and its supplier in 
a supply chain. 

Generally, outsourcing arrangements alter the boundaries between customer 
and supplier organizations, creating new supply chains (Fredriksson, 2011). In that 
sense, the implementation of an outsourcing arrangement triggers several changes 
in the customer’s business models and resource base. Rudberg and Olhager (2003) 
further argue that such changes also affect the customer’s ownership and control of 
its manufacturing or production activities, since new supply chains are formed. 
Activities, which were once performed internally, are now being performed by 
external entities, thereby expanding the customer’s business network and creating 
new direct and indirect relationships between actors (Brannemo, 2006). The 
involvement of various actors gives birth to new value creation processes, making 
the buyer and supplier more inter-dependent. Such value creation processes 
develop a structure with many actors in a network, including supplier’s suppliers 
and customer’s customers. Outsourcing relationships stretch the supply chain 
structures of customer-supplier organizations, which directly affects how the flow 
of materials and exchange of information needs to be managed (Fredriksson, 2011). 

Management studies (e.g., Solakivi et al., 2011; Knemeyer et al., 2003) 
highlight the importance of customer-supplier outsourcing arrangement to achieve 
possible competitive advantages. Such arrangements have contributed significantly 
to re-designing value chains through outsourcing parts of business operations 
including product development, logistics, procurement of materials, manufacturing, 
and machine-assembly to various outsourcing partners. Kroes & Ghosh (2010), an 
academic and practitioner literature review, identify five organizational drivers for 
outsourcing arrangements including cost efficiency, supply chain flexibility, 
improved process capability, improved conformance quality, and access to a 
partner’s technological resources. The consequences of outsourcing relationships 
become far reaching in such arrangements, where the resources may be jointly 
owned or controlled, decisions may be jointly taken and processes may be jointly 
performed by a customer and its supplier to achieve mutual benefits (Baraldi et al., 
2014). This study focuses on the alignment of such outsourcing relationships. 

1.3.2 Scope of outsourcing arrangement in this study 

Generally, outsourcing arrangements take place in three stages: (1) the decision 
stage, (2) the transfer of tasks, and (3) the management of the newly formed 
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arrangement (Fredriksson, 2011). In this study, the focus is on the transfer of tasks 
and the management of outsourcing arrangement between a customer and its 
outsourcing partners from the transitional to the operational stage. The initial stages 
of the make-vs-buy decision and the selection of suppliers as well as the last stage 
of the dissolution of relationships are not covered in this study. Figure 1 shows the 
scope of outsourcing arrangements covered in this study. 

Getting the arrangement operational is the first step in the transitional phase. 
From customer’s point of view, this is the stage, where it needs to be flexible and 
accommodating because a lot of information and knowledge about its current 
business operations need to be transferred to the supplier. The customer needs to 
pay attention to the quantity of information that needs to be transferred. By keeping 
a balance between the quantity and speed of the knowledge transfer, the customer 
ensures that the supplier is able to execute and manage its operations. As the 
supplier starts to engage its resources and take over the activities, the customer 
removes or pulls out its own resources from those activities. 

 

Fig. 1. Scope of outsourcing arrangement in this study. 

From the supplier’s point of view, it needs to pay attention to the information 
provided and to exchange ideas with the customer related to the business needs. 
Both parties are involved in regular personnel interactions to create new activity 
structures and resource requirements. Once the supplier takes over the activities, it 
explores how the new requirements could be connected to its own prevailing 
routines (Baraldi et al., 2014). This often involves a cross-functional view, in order 
to ascertain the effects of the decision on various parts of the organization. People 
from both organizations may engage in joint training sessions and may learn from 
each other. The supplier’s senior executives’ involvement in communicating the 
necessary information to its operational staff becomes important. 

In the implementation phase, both partners are required to jointly plan how to 
manage the arrangement together. Keeping in view that the decision-making may 
be done jointly in an outsourcing deal, the customer and supplier both become 
mutually dependent (Baraldi et al., 2014) in their day-to-day operations. Over time, 
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both actors may wish to achieve mutual benefits through joint operation control, 
joint planning, communications, financial investment, risk and reward sharing, 
mutual commitment, and trust (Lambert et al., 1999). The implementation of 
outsourcing relationships helps overcome competitive barriers and leads to several 
benefits including the customer’s focus on their core areas of competence, 
enhanced operational and financial performance (Dobrzykowski et al., 2010; 
Fernandes et al., 2012; Gomes-Casseres, 2015). However, there are several 
challenges related to the management of such customer-supplier relationships (Zhu 
et al., 2018). Some of the benefits and challenges are discussed in the following 
sections. 

1.3.3 Benefits of outsourcing relationships 

Several organization-level benefits of successful outsourcing arrangements have 
been reported (Arlbjørn & Mikkelsen, 2014). Researchers argue that an outsourcing 
relationship seems to be a better option since it may offer possible cost reductions, 
reduced investment, fewer fixed costs (Fernandes et al., 2012), indirect operating 
costs (Holcomb & Hitt, 2007), cash infusion (Elmuti & Kathawala, 2000), as well 
as short-term balance sheet and profit and loss benefits (Harland et al., 2005). The 
literature also highlights further economic benefits including reduced transaction 
costs (Kakabadse & Kakabadse, 2002a) and reductions in working capital and 
reduced capital cost (McFarlan & Nolan, 1995). From this perspective, cost 
reduction has been the predominant motive for engaging in outsourcing 
relationships (Kinkel, 2012), as they offer a possible solution to achieve the firm’s 
strategic goals (Fill & Visser, 2000; Kremic et al., 2006). 

Several researchers agree that operational performance can be explored in 
terms of operational flexibility, delivery, quality, and innovation (da Silveira & 
Cagliano, 2006; Slack et al., 2016). Once outsourcing relationships are properly 
implemented, more strategic benefits may materialize including enhanced 
performance by adding operational flexibility (Fernandes et al., 2012), increased 
capacity utilization (Kinkel & Maloca, 2009), and improved productivity. A 
customer may develop an outsourcing arrangement not only to leverage the 
supplier’s specialist expertise but also to access its already existing technology 
resources for effective operations (Sollish & Semanik, 2011). With access to 
external competences and skills (Drauz, 2013) and an extended resource base 
(McIvor, 2006), the customer can target its organizational focus on its core 
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competence areas (Sanders et al., 2007; Kakabadse & Kakabadse, 2002a) and thus 
gain increased flexibility to configure its resources (Harland et al., 2005). 

Similarly, uncertainty in market demand is yet another factor for increased 
reliance on outsourcing relationships. This means the through outsourcing 
relationships and depending on the outsourced input, the customer ensures that 
suppliers maintain the level of safety stocks to smoothen the production operations, 
which in turn positively affects the customer’s operational performance (Malek et 
al., 2005; Görg & Hanley, 2005). The development of stable and cooperative 
outsourcing relationships can deliver increased ability to meet changing market 
needs (Harland et al., 2005), balanced resource utilization, enhanced revenue 
efficiency, improvement in skills and capabilities and opportunities for value co-
creation between actors (Power, 2006). Furthermore, suppliers possibly get the 
opportunity to gain new knowledge and utilize resources in new ways for other 
business customers. 

Outsourcing relationships based on shared trust, fairness, and relationship-
specific investments may possibly bring broader mutual benefits to firms (Morgan 
& Hunt, 1994) through the provision of objective creativity and new ideas (Harland 
et al., 2005), change management (Wilding & Juriado, 2004), personnel reduction 
(Bradley et al., 1999), improved customer service, as well as upgraded information 
and knowledge capability (Leahy et al., 1995). It is reported that such arrangements 
may enhance the customer’s core competence and elevate its competitive position 
in the value chain (Prahalad & Hamel, 1990; Fernandes et al., 2012; Dobrzykowski 
et al., 2010. 

As summarized by Cohen and Roussel (2005), a customer may achieve a scale 
advantage, where the supplier renders services at a cheaper price due to its large 
customer base and the customer may ramp up or down quickly without any 
substantial capital investments in manufacturing facilities. The scope advantage, 
means a customer can access new markets economically even the current business 
volumes. Finally, there is also a technology advantage, where a customer can 
eliminate considerable investment in developing new technologies internally and 
can simply access the supplier’s technology resources and related capabilities. 

1.3.4 Challenges of outsourcing relationships 

Although achieving strategic goals is a major motivation behind outsourcing 
relationships, there are several risks involved in this arrangement with serious 
consequences that could result in dissatisfaction and termination of relationships 
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(Fredriksson, 2011). The extant literature reveals that there are some major 
challenges for customers and suppliers alike in the implementation of the 
outsourcing relationship (Gadde & Hulthén, 2009). 

Quinn & Hilmer (1994) stress that an organization should outsource all or most 
of its non-strategic activities to external parties. The literature maintains that in-
house capabilities that could be a potential source of competitive advantage should 
not be outsourced (Shook et al., 2009) because there is a risk of transferring critical 
knowledge to suppliers (cf. Barney, 1991). In line with this notion, Harland et al. 
(2005) highlight that failure to pinpoint non-core activities may result in 
outsourcing the core competence of the firm, which would be difficult to bring back 
at a later stage. To avoid this, the customer may draw a clear boundary around its 
core competence areas to ensure how close suppliers can get involved. 

The organizational changes that occur due to the new outsourcing relationship 
need to be handled by the management team, keeping in view the importance of its 
internal actors and the strategic significance of the outsourcing relationship 
(Chapman et al., 2003). Inter-organizational changes with respect to activity 
structures, resource constellations and the associated web of actors increase the 
complexity of interactions during the implementation phase, which makes the 
relationship management in outsourcing relationships quite challenging (Lieb & 
Bentz, 2005). Hence, the mutual involvement of both parties becomes critical to 
the desired outcome (Smyrlis, 2006). 

Losing control over an activity is one of the most common risks associated 
with outsourcing relationships (Sanders et al., 2007). Studies show that lack of 
inter-firm understanding, poor management of supplier’s resources, insufficient 
information sharing, perceived risks of losing control, and non-cooperative actions 
tend to constrain the possible opportunities of outsourcing relationships (Razzaque 
& Sheng, 1998; Knemeyer & Murphy, 2005; Panayides, 2007; Selviaridis & Spring, 
2007). The extension of the outsourcing scope from simple processes to specialized 
tailor-made solutions accentuates significant changes in terms of the activities 
performed and resources allocated (Murphy & Poist, 2000; Persson & Virum, 2001). 
Lack of understanding of operations may lead to unrealistic service level 
agreements, which eventually lead to disadvantages (Harland et al., 2005). 

In summary, studies reveal that customers can improve their performance 
through outsourcing relationships. However, the substantial body of literature has 
identified risks and barriers that obstruct the successful implementation of 
outsourcing arrangements with suppliers, which increase the cost of relationship 
management (Harland et al., 2005). Having established such relationships, a 
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customer’s supply chain undergoes some changes including increased reliance on 
suppliers mainly because the customer is utilizing a broader spectrum of 
capabilities and resources from its suppliers. Secondly, since operations require 
joint decision-making, new activity structures need to be aligned with other routine 
activities (Gadde & Hulthén, 2009). 

1.4 A new paradigm for outsourcing relationships  

Customer-supplier outsourcing relationships have undergone a considerable 
paradigm shift to possibly secure organizational goals (Hedaa & Ritter, 2005). Such 
shift has driven managers to readjust inter-organizational integration from a vertical 
structure to a portfolio of contractual relationships with the intent to gain 
competitiveness through greater value and flexibility (Kakabadse & Kakabadse, 
2002b). The rapidly changing economic climate presses customers to reposition 
outsourcing relationships that suit the prevailing markets. Hence, several industries 
have witnessed an evolution in outsourcing arrangements from traditional to more 
strategic ones (Franceschini et al., 2003). Table 1 summarizes the paradigm shift in 
the classical outsourcing approach. 

Table 1. Shift in outsourcing paradigm (adapted from: Kakabadse & Kakabadse 2000). 

Elements Former outsourcing paradigm New outsourcing paradigm 
Strategic Drivers  
Drivers • Reduction/control of operating cost 

• Availability of capital funds 
• Cash infusion 
• Specialization 
• Access to expert skills 
• Emphasis on functions 

• Grow & stay competitive (e.g. 
lower costs & improved services) 

• Global competition 
• Focus of core competence 

(redirecting skills/capabilities & 
resources to high value-added 
areas 

• Improved business focus 
• Move to flatter organizations 
• Search for greater flexibility 
• Customer value 
• Shared risk

What is outsourced Non-core functions Business processes/intellectual 
capital

Decision based on • Strategic vs. commodity approach 
• Single function 
• Efficiency gains

• Value creation 
• Whole process 
• Efficiency & effectiveness gains 

Market  
Outsourcing market • Large corporations 

• Manufacturing 
• Large scale businesses 
• Medium & small businesses 
• Government 
• Outsourcing vendors 
• Service & manufacturing 

Growth market Predominantly USA, UK & Australia Global & sectoral (e.g. retail, financial 
services)
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Elements Former outsourcing paradigm New outsourcing paradigm 
Organizational structure 
Effects of outsourcing Hollow organizations (empty box firms) Virtual organizations (interconnected 

relationships)
Outsourcing 
arrangements 

Takeover of existing assets 
Up-front payment from supplier to client 
Performance improvement & cost 
reduction 
 

Suppliers develop & execute new 
processes 
Unit cost reduction 
Savings go into R&D and innovation 
Savings & profits shared with 
suppliers 

Organizational shape Vertical integration 
Diversified corporation

Networked organizations 
Specialized corporation

Supplier interface  
Supplier choice Single supplier offering one-size-fits-all 

Entire operations by one big supplier 
Multiple suppliers or ‘Best-of-breed’ 
approach 
Different suppliers for each 
specialization

Provider specialization Technology & business driven Industry sector driven (shared 
services)

Contracts With individual suppliers 
Purchaser/Supplier 

Individual suppliers 
Consortia of suppliers 
Joint ventures, shared risk, equity 
stakes, partnerships, spin-offs, 
consortia 

Duration Variable, depending on activity, 
between 3 to 7 years

Variable but generally longer, often 
10 to 15 years

Performance management 
Management focus Enhancing vertically integrated 

configuration 
Managing portfolio of relationships 

Communication focus on Control of activities Complex coordination
Primary skills Monitoring performance (e.g. 

procurement & contracts management)
Managing relationships and/or ‘virtual 
corporation’

Flexibility Limited, additional services based on 
agreed schedules of rates 

• Flexibility based on rapid and full 
sharing of information 

• Adjustments are negotiated for 
scale or scope

Scalability Slow Fast
Control Detailed performance provisions, 

including monitoring, penalties & 
guarantees 

Cooperation, monitoring, sharing of 
benefits & risks 

Re-contracting Primarily to re-negotiate terms of 
contract and/or change supplier

Primarily to reposition & reinvigorate 
the relationship with the supplier 

Dispute resolution • Mechanisms stated in contract 
• Arbitration 
• Legal process 

• Resolution of potential disputes 
before reaching adversarial levels 

• Risk management & conflict 
resolution 

• No formal mechanism specified 
• Legal process as last resort 

Success dependent on Choice of the supplier Preparation & the commitment to 
manage outsourcing arrangement 

According to the new paradigm, the outsourcing relationships should be addressed 
as partnership-based contractual arrangements. The new strategic drivers of 
outsourcing target mutual growth, flexibility and higher customer value. Managers 
identify the core competence of the organization and restructure the business 
processes with the help and support of outsourcing partners. To compete in volatile 
markets, the new paradigm opens up opportunities not only for large organizations 
but also for small and medium-sized outsourcing vendors in various industrial 
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sectors. The new paradigm supports inter-connected customer-supplier 
relationships through long-term outsourcing arrangements that focus on unit cost 
reduction along with profit and risk sharing between the partners. These virtual 
organizations support supplier development throughout the relationship tenure. In 
line with the new thinking, the outsourcing relationships create networked 
organizations where a portfolio of relationships is mutually negotiated, controlled, 
and managed through complex coordination. 

A study by the International Association of Outsourcing Professionals, 
presented in the European Outsourcing Summit 2015, reveals that among others, 
the new paradigm is driving the organizations to create hybrid models which 
combine the traditional outsourcing with shared business processes and services 
and offset relationships complexity with more mutual value. Such performance-
based relationships are built on joint liabilities and rewards. In an extensive study, 
Kakabadse & Kakabadse (2000) highlight the emergence of partnership-based 
outsourcing relationships as a shift from traditional transaction-based contracts to 
closer interactive customer-supplier relationships. A major factor in the success or 
failure of the outsourcing initiative is the disciplined management of the 
relationship (Kakabadse & Kakabadse, 2002b). 

A review of the literature shows that transformational outsourcing creates an 
adaptive enterprise, enabling it to develop a network of partnerships, manage 
uncertainties, and capture potential benefits from any new market (Mazzawi, 2002). 
Transformational outsourcing is an emerging trend, which provides opportunities 
for radical renovation of business processes and resource requirements, thus such 
an arrangement is like crafting a new business model rather than a mere customer-
supplier deal (Linder, 2004). According to Mohr et al. (2011) transformational 
outsourcing helps partners re-design the way a business is organized to attain firm-
level performance improvements with sustainable economic benefits. Both partners 
collaborate to transform business processes step-by-step as well as to control the 
operations to achieve desired outcome. The organizations undergoing such 
transformations must have committed top management and teams working 
shoulder-to-shoulder to champion the change process. 

1.5 Outsourcing relationships in supply chain and logistics 
contexts  

Keeping in view the prevailing competition in volatile markets, outsourcing 
arrangements are considered critical to any supply chain strategy (Cohen & Roussel, 
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2005). Hence, in the supply chain context, a customer-supplier outsourcing 
relationship itself becomes an important configuration component that demands 
due consideration in the firm’s overall supply chain strategy. Outsourcing 
relationships stretch customer-supplier supply chain structures, which directly 
affects how the flow of material and exchange of information needs to be managed 
(Fredriksson, 2011). 

Koulikoff-Souviron & Harrison (2007) argue that strategic supply chain 
outsourcing relationships are demanding and resource intensive. Such long-term 
relationships bring added value in terms of economic and non-economic 
characteristics, such as shared goals, mutual benefits, trust, openness, information 
sharing, coordination, planning, developing common logistics processes, risk 
sharing, recognition of mutual interdependencies, and compatible corporate culture 
(Harrison et al., 2014). 

In recent years, customer-LSP outsourcing relationships have shifted from 
transaction-driven to contract-driven models (La Londe & Cooper, 1989). Such 
models evolve over a long period of time and extend beyond transactional or 
episodic exchanges into partnerships or alliances as mutual trust develops between 
partners (Moore, 1998). This highlights the importance of customer-supplier 
cooperation and motivation to secure mutual benefits (Lambert et al., 1999). 
Similarly Ellram & Cooper (1990) argue that a successful logistics alliance can be 
achieved through a long-term mutual orientation, sharing information, sharing 
benefits and managing risks. 

In logistics research, mutual cooperation between a customer and supplier has 
positive effects on the process of partnership development (Deepen, 2007). 
Similarly, several management researchers (e.g. Knemeyer et al., 2003) point out 
that customer-LSP outsourcing relationships, based on collaborative partnerships 
result in mutual benefits. Deepen (2007) highlights some of the advantages of 
logistics outsourcing that primarily include reductions in the capital investment in 
logistics resources, and fixed costs of maintaining those resources, and access to 
the supplier’s resources and expertise when needed. Since partners become 
interdependent on each other’s performance (Svensson 2001), coordination within 
the supply chain no longer remains an internal issue but becomes a joint effort that 
warrants alignment between organizations. In this view, the alignment of 
outsourcing relationships between partners is perceived as an important factor to 
overcome operational challenges (Wasner, 1999; van Laarhoven et al., 2000). 

Logistics outsourcing relationships may turn out to be successful for both 
partners (Tate, 1996). However, not all initiatives thrive and some fail due to 
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various reasons, one of which is the lack of customization of the relationship 
(Lambert et al., 1999). The management of an initiative focuses on cooperation, 
collaboration and co-development (Hätönen & Eriksson, 2009), however 
performance heavily depends on the design and implementation process between 
partners (Deepen, 2007). 

1.6 Need for research and research questions  

Since the success of logistics outsourcing arrangements majorly relies on the 
management of the buyer-supplier relationship (Boyson et al., 1999), academics 
have highlighted a need for empirical research focusing on outsourcing 
relationships within logistics and supply chain contexts (Boulaksil & Fransoo, 
2010). In the supply chain management literature these arrangements are seen as 
complex B2B interactions that demand considerable efforts from both sides in order 
to achieve a fit. Furthermore, there are several obscure factors that create problems 
during implementation and management of such arrangements (Agndal & Nordin, 
2009). Agarwal et al. (2006), assert that nonintegrated manufacturing processes, 
non-integrated distribution processes, and poor relationships with suppliers and 
customers would result in failure (Gligor & Holcomb, 2012). 

There have been many attempts to explore and analyze the complexity of 
customer-supplier relationships within the logistics and supply chain context 
(Lambert et al., 1999). In the operations management literature, scholars with a 
resource-based perspective widely advocate the importance of supply chain 
resources to perform better in outsourcing relationships, however there is a lack of 
research focusing on new forms of outsourcing relationships (Kinkel, 2012). 
Researchers have been calling for more exploratory studies focusing on the 
implementation of new forms of outsourcing arrangements (see e.g. Andersson & 
Norrman, 2002; Halldórsson & Skjøtt-Larsen, 2004). 

Within the supply chain management field, outsourcing relationships have 
been widely investigated (see e.g. Su & Yang, 2017; Fernandez et al., 2018; 
Fernandez & Chiambaretto, 2016). However, there is a prevailing demand in the 
supply chain management literature for further exploration of customer-supplier 
relationship alignment in supply chains (Selviaridis & Spring, 2018) as well as the 
mechanisms that influence the relationships (Le Roy & Czakon, 2016; Le Roy & 
Fernandez, 2015; Fernandez et al., 2014). In depth empirical and exploratory 
studies that investigate the process and mechanisms of cooperation between actors 
are needed (Rahim et al., 2020; Pathak et al., 2014; Sodhi & Tang, 2013). Insights 
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from supply chain management, industrial marketing and strategic management 
help us understand how firms manage and transform business relationships, 
however there exist gaps in the literature providing opportunities to generate further 
knowledge with regards to relationship portfolios and networks (Forkmann et al., 
2018). 

It is evident that despite the importance of managing customer-supplier 
relationships, the current literature still warrants research on strategic outsourcing 
and needs practical examples of the implementation of outsourcing arrangements 
that could steer the organizations through the journey (Formentini et al., 2019). 
Within the logistics context, research has focused on outsourcing however, studies 
reveal varied conclusions (Chang et al., 2016; Ataseven & Nair, 2017). 

Keeping in view the relevant academic and managerial needs, this study aims 
to explore the alignment of resource portfolio-based outsourcing relationships in a 
triadic setting within supply chain and logistics contexts and explicate the 
mechanisms that influence the alignment of the outsourcing relationship. The aim 
of the research has been divided into following three sub-questions: 

1. How are customer-supplier relationships aligned through resource portfolios?  
2. How certain mechanisms influence resource portfolio-based alignment of 

relationships? 
3. What are the outcomes of resource portfolio-based aligned relationships? 

Thus, having answered these questions, this empirical research supports the 
prevailing contemporary debates, developing a better understanding of customer-
supplier relationship and insights into the complex phenomenon of the alignment 
of relationships in the triadic outsourcing arrangements. 

1.7 Structure of the dissertation 

This dissertation consists of eight chapters. Chapter 1 provides the background of 
the study including the aim of the study and the research question. Thereafter, the 
description of the B2B relationships and outsourcing arrangements are presented. 
Further, the need for the research is discussed. Chapter 2 deals with the context of 
the study describing the third party-based logistics services in Finnish industrial 
manufacturing supply chains. Chapter 3 presents a review of the literature 
pertaining to the resource and relationship theories used in this research. 
Theoretical integration and application of these views within logistics and supply 
chain are also discussed. Chapter 4 deals with the alignment of outsourcing 
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relationships, which is the core issue of this research. The possible relationship 
alignment mechanisms are described and discussed in this chapter. The a priori 
model of the study and possible outcomes of the aligned relationships are presented. 
Chapter 5 outlines the research design of the study including the philosophical 
underpinning and research process. Further, the case study method, data collection 
and data analysis are described. Chapter 6 presents the empirical analysis, which 
starts with each actor’s resource portfolio followed by the analysis of relationship 
alignment mechanisms within each relationship. This chapter also includes an 
analysis of the scope of the outsourcing arrangement and outcomes of each 
relationship. Chapter 7 presents the a posteriori model of the study, answers to the 
research questions, and theoretical contributions. The managerial implications are 
proposed following the validity of the research. The research limitations and 
possible future research directions are suggested. Chapter 8 presents the conclusion 
of the study. 
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2 Third party-based logistics services 
In this chapter, third party-based logistics services are introduced in detail as the 
context of this study. First, the definition and the classification of third party 
logistics (TPL) is discussed. Then the Finnish TPL landscape is provided. Finally, 
there is a brief introduction to some of the other main players in the supply chain 
of the Finnish manufacturing industry. A summary is provided at the end of the 
chapter.  

2.1 Classification of the TPL industry 

Third party logistics (TPL or 3PL) encapsulates a wide variety of logistics-related 
services provided by an external independent firm to a business customer (Lieb, 
1992), either through a long-term outsourcing agreement or on one-off contract. 
Thus TPL involve business-to-business relationships (Andersson & Norrman, 2002, 
p. 4). It represents a triadic relationship involving a seller, buyer and a third party 
logistics service provider (Bask, 2006). The contractual or business arrangements 
between the customer and the LSP may differ in terms of scope, complexity and 
duration, however there has been a pronounced shift in the customer-supplier 
arrangements recently. 

An early definition of TPL primarily encompassed transportation and 
warehousing services with just a few supplementary services like consolidation, 
order processing, and simple assembly activities (Skjøtt-Larsen, 2000). However, 
the definition that is more popular among the Nordic researchers, is proposed by 
Virum (1993) who defines TPL as ‘the services offered by an agent middleman in 
the logistics channel that has specialized in providing, by contract, for a given time 
period, all or a considerable number of logistics activities for other firms’. 
Similarly, in a European-Union project the term third-party logistics (TPL) is 
defined as ‘activities carried out by an external 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, not on a stand-alone basis. The 
co-operation between the shipper and the external company is an intended 
continuous relationship’. On the other hand, TPL service provider, commonly 
known as logistics service provider (LSP) is defined as ‘a supportive supply chain 
member that provides less or more complex logistical services. The relationships 
between interfaces in the supply chain and third-party logistics providers where 
logistics services are offered vary from basic to customized ones in a shorter or 
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longer term relationship, with the aim of effectiveness and efficiency’ (Ojala, 2003, 
p. 51). Figure 2 illustrates the positioning of a TPL provider in a typical supply 
chain. 

 

Fig. 2. Third-party logistics (adapted from Pruth, 2002, p. 26). 

Various TPL arrangements have been referred to as logistics alliances, contract 
logistics and fourth party logistics (4PL). A simple definition of a logistics alliance 
is proposed by Bagchi & Virum, which states that: 

‘a logistics alliance indicates a close long-term relationship between a 
customer and a provider encompassing the delivery of a wide array of logistics 
needs. In a logistics alliance, the parties ideally consider each other as 
partners. They collaborate in understanding and defining the customers 
logistics needs. Both partners participate in designing and developing logistics 
solutions and measuring performance. The goal of the relationship is to 
develop a win-win arrangement’. Bagchi & Virum (1996, p. 113). 

Such a logistics alliance demonstrates a long-term and close B2B relationship 
between a customer and an LSP who delivers a wide range of logistics services 
depending on varying customers’ needs. This differentiation of services offered by 
the LSP creates a classification of TPL service providers. Figure 3 illustrates the 
segmentation of the logistics services offered by the LSPs. 

 

Fig. 3. Segmentation of logistics services (source: Bask, 1999).  
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According to the above matrix, the LSPs are classified into generalist or 
specialist categories. LPSs that provide all the services to all the customers are 
typically large international organizations dealing in freight forwarding and 
transportation. Logistics alliances also provide similar scope of services as such. 
Finally, there are LSPs which provide a large variety of services ranging from basic 
routine services to highly customized services in a specific segment. An example 
of such an LSP would include Libre-Logistics that provides a wide range of 
services to pharmaceutical distributors. Another classification would include hiring 
or leasing containers and providing temperature controlled transportation services 
in containers. 

TPL service providers can also be classified in terms of how they organize their 
own operations. 1. Asset-based LSPs are those TPL service providers that own 
assets, for example a fleet of trucks or number of warehouse or both to provide 
dedicated logistics operations. 2. Management-based LSPs deal in managing 
logistics services by providing consulting services, financial services, IT services 
and databases without owning any assets of their own. Such LSPs use the resources 
from 4PL service providers. These LSPs are also called as skills-based TPL service 
providers. 3. Integrated LSPs not only use their own assets such as vehicles and 
warehouses, but also contract with other parties when there is a need. 4. 
Administration-based LSPs are mainly involved in the administrative management 
services like freight payments or transit guarantee bonds. 5. Network logistics 
providers are those who have developed a global transport and communication 
network to deliver express parcels and similar shipments. 

2.2 The Finnish TPL landscape  

Finland is one of the 27 European Union states and part of the European TPL 
market, which is estimated to be worth approximately 35 billion euros. According 
to Anderluh et al. (2021) the volume of road freight transport has been increasing 
in the region. According to the Finnish statistics, the road freight transport 
performance was 26.7 billion ton kilometer in 2019. The Finnish TPL market 
consists of large international logistics operators as well as various domestic 
logistics operators. The Finnish postal service is one the biggest domestic logistics 
companies with an extensive express parcel delivery network throughout Finland. 
Additionally, there are several other TPL service providers in the country catering 
for the needs of a wide range of business and industrial customers. Based on the 
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customers’ needs and scope of service, various relationship arrangements and 
logistics practices can be identified in the country.  

The logistics services offered by the Finnish TPL service providers include 
outbound transportation, inbound transportation, warehousing, customs clearance, 
customs brokerage, freight forwarding, cross-docking, shipment consolidations, 
order fulfilment and distribution, return/reverse logistics, procurement of logistics, 
inventory management, product return and repair, freight bill auditing/payment, 
information technology, product marking/labelling, packaging, fleet management, 
consulting services, 4PL services, carrier selection, and product 
assembly/installation/manufacturing (Ojala et al., 2006). 

Since Finland’s coast borders the Baltic Sea, more than 80% of its foreign trade 
is based on sea transport. Nevertheless, road transport is the most used mode of 
transport within the country. According to the Finland State of Logistics Survey 
2016, a study published by the Turku School of Economics in 2017, the logistics 
costs in manufacturing and trade including international operations was 37 billion 
€. The report shows that logistics services produced internally was around 14.2 
billion € compared to externally purchased logistics services which was around 9.2 
billion €. The common logistics cost components include transportation costs, 
warehousing costs, inventory carrying costs, logistics administration costs, and 
other logistics-related costs (Solakivi et al., 2015). The inventory carrying cost was 
the most costly internally produced service. The transportation costs were the single 
highest externally bought cost category. Among all the EU member states, the 
transportation costs are the highest in Finland, which adds to the overall foreign 
trade value. Transportation by rail is also an important mode in the Finnish logistics 
landscape.  

According to the International Logistics Performance Indicator (LPI) 2018, the 
Finnish logistics market is doing really well with its other European counterparts. 
The report reveals that Finland’s LPI results are promising for example in terms of 
tracking and tracing (1/167), timeliness (8/167), customs (8/167), infrastructure 
(11/167), logistics quality and competence (15/167), and international shipments 
(16/167). In line with the current market and industrial needs, the Finnish Freight 
Forwarding and Logistics Association (FIFFLA) has announced its promotion of 
cooperation among its 70 members and their customers in transportation, 
warehousing, and other import/export related logistics services 
(www.huolintaliitto.fi). Similarly, the Finnish Association of Purchasing and 
Logistics (LOGY) is supporting an initiative to further develop the digitalization 



37 

and computer processing in the logistics to increase the internal and external 
integration among the stakeholders (www.logy.fi). 

2.3 Other actors in the industrial manufacturing supply chain  

In Finland, the business and industrial customers of logistics services are spread 
over a vast horizon; from electronic manufacturers to construction developers, from 
retail firms to public hospitals. Similarly, there are several heavy Finnish industrial 
machine manufacturing companies who design and build machines used in the 
paper industry, forest industry, mining, and waste management etc. These business 
customers buy various logistics services according to their business needs including 
transportation, warehousing, inventory management, distribution, and so on. 

Some of these manufacturers also buy services from specialist sub-contractors, 
who become an integral part of their upstream supply chain. Customers usually 
have extensive outsourcing relationships with these sub-contractors. These sub-
contractors are commonly known as contract manufacturers (CMs). According to 
Rahim et al. (2020) contract manufacturing deals with manufacturing of the goods 
bearing customer’s brand label by a third party contract manufacturer based on the 
design and technical specifications provided by a customer.  

A CM is a company that mainly assembles finished products from various 
components, modules or parts procured by intermediaries. The CM may receive 
parts directly from the suppliers or from an LSP acting on behalf of the customer. 
In this sense, the industry in heavy logistics applies a multi-echelon distribution 
system to CMs. In the traditional business model, a CM does not carry any 
inventories of different parts and only takes care of the manufacturing of the end 
product. However, in the recent arrangements, customers can focus on their core 
competencies while the CM acts as a partner with the customer and adds value to 
the overall manufacturing because it has capabilities and resources to deliver 
complex products with the desired quality. Recent research shows that globalization 
and specialization are driving industrial customers towards contract manufacturing 
solutions (Deng et al., 2021). 

2.4 Summary 

Third party logistics service providers are an integral part of the manufacturer’s 
upstream and downstream supply chain. TPL service providers have been 
segmented based on the scope of service they provide to their customers as well as 
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on the basis of how they have organized themselves in the logistics market. LSPs 
and CMs act as partners in creating value and efficiency in fulfilling customer’s 
demands. Among various B2B relationship forms prevailing in the current Finnish 
logistics industry, outsourcing types of arrangements are quite common. 
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3 Underlying theoretical perspectives  
The purpose of this study is to explore the alignment of outsourcing types of B2B 
relationships. Such a complex phenomenon can hardly be explained using a single 
theoretical perspective. Furthermore, at present, there is no grand theory which 
alone would be suitable to explore the phenomenon under investigation. Several 
authors have addressed inter-organizational relationships employing various 
theoretical perspectives to generate legitimate contributions. There is an apparent 
increase in studies that have employed more than one theoretical approach (Skjøtt-
Larsen, 2000; Wallenburg, 2004). 

Theoretical pluralism provides an adequate foundation to address the 
phenomenon provided that the theories employed are combined in a 
complementary manner. Among several potential theories that have been used to 
investigate the management of inter-organizational relationships, the selection of 
the theories for this study is based on its main purpose and to answer the research 
question mainly how outsourcing relationships are aligned through resource 
portfolios. The resource-based view (RBV) is one of the main theoretical bases that 
has been availed in several previous researches. Similarly, the previous research 
promotes the industrial network new (INV) as one of the important perspectives to 
explore B2B relationships (see e.g. Zaefarian et al., 2011; Halldórsson et al., 2015; 
Halldórsson et al., 2007) As highlighted in these publications, both RBV and INV 
are very useful theoretical starting points and that is why these are also relevant 
here in this research that explores the resource portfolio-based alignment of 
outsourcing relationships in a triadic contextual setting. 

The theoretical part of the study has been divided into two chapters. Each 
chapter has sub-chapters, as it is imperative to briefly describe the main tenets of 
the theories for a better understating as well as to justify the selection of a particular 
theoretical approach and concept. The first section of this chapter discusses the 
resource-based view of the firm and reviews the concept of the resource portfolio 
as well as its possible elements. The second section of the chapter describes the 
industrial network view and reviews the interplay of its main tenets. The theory 
combination is provided at the later part of this chapter. At the end of the chapter, a 
summary is provided. 
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3.1 Resource theory  

The resource-based view (RBV) of the firm has emerged as a strategic management 
concept receiving considerable attention and debate (see e.g. Amit & Schoemaker, 
1993; Barney, 1986; 1991; 2001; Connor, 1991; Nelson, 1991; Peteraf, 1993; 
Prahalad & Hamel, 1990; Wernerfelt, 1984). Researchers have made significant 
academic contributions while directly or indirectly invoking RBV as a key 
theoretical base (Barney et al., 2001). Along the way, there has been substantial 
support and critique, resulting in its further development and application in practice, 
and making resource-based models an important and active area of research 
(Wernerfelt, 1995). 

The idea of the resource-based perspective of the firm stems from the ground-
breaking works by Penrose (1959) looking at firms as administrative organizations 
and collections of heterogeneous productive resources. Penrose proposed that 
organizational resources can serve as the basic unit of analysis; nevertheless, 
resources may only contribute to a firm’s competitive position to the extent that 
they are exploited in a manner that their potential and valuable services are made 
available to the firm (Penrose, 1959). 

Following the classical perspective, Wernerfelt (1984) put forward the concept 
of the resource-based view of the firm in contrast to traditional industrial 
organization economics. The resource-based perspective focuses on a firm-level 
(internal) analysis with respect to its resources, instead of its products or services 
at the industry level (external) analysis. The resource-based perspective describes 
a firm as a bundle of tangible and intangible resources (assets) under its control - a 
resource being ‘anything which could be thought of as a strength or weakness of a 
given firm, examples of resources are machinery, capital, efficient procedures, 
employment of skilled personnel, in-house knowledge of technology, trade 
contracts, brand names etc.’ (Wernerfelt, 1984, p. 172). The RBV explains 
differences in organizations’ behavior and performance (Shook & Craighead, 2009) 
and helps to analyze the relations between profitability and the management of the 
firms’ resource position over time (Wernerfelt, 1984). 

This perspective deals with differences in resource distribution and 
accessibility across firms and helps explain how a firm’s competitive advantage is 
influenced by its internal and external resource endowments (Barney, 1986; 1991) 
in order to outperform its competitors in producing its offerings more economically 
to satisfy its customer needs (Peteraf, 1993). The argument that resources have 
value in relation to their ability to meet customers’ needs is consistent within the 
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resource-based perspective (Aaker, 1989). In pursuit to answer the question of how 
firms possess (or get access to) such heterogeneous productive resources, 
researchers have put forward several propositions. One such proposition was given 
by Barney (1986), who proposed a systematic way for a firm to skillfully acquire 
or control such resources that have superior value compared to those possessed by 
its competitors. 

3.1.1 Forms of tangible and intangible resources 

While formulating the RBV proposition, Barney (1991, p. 101), suggests that 
organizations can be viewed as collection of tangible and intangible resources 
including physical, human and organizational resources that are ‘controlled by a 
firm that enables the firm to conceive of and implement strategies that improve its 
efficiency and effectiveness’, examples of the tangible and intangible resources 
being ‘all assets, organizational processes, capabilities, firm attributes, knowledge, 
technology etc.’. In the resource-based perspective, attributes such as 
organizational culture, past experience, and competences are critical for the success 
of a firm (Campbell & Luchs, 1997; Hamel & Prahalad, 1996). 

According to Barney (1991), physical resources include equipment, plant, 
machinery, built facilities, raw materials, and other moveable or liquid assets etc. 
Similarly, these also include a company’s financial resources including capital or 
internal funds available to the company at its disposal, add to its resource base. 
Technological resources include information technology (IT) equipment, 
infrastructure, software with copy rights and licenses that are used for formal 
planning, command, and control systems, as well as integrated management 
information system (Madhani, 2010). Examples of such technology resources 
include enterprise resource planners (ERPs), and industrial and financial systems 
(IFS applications), and many others. 

Similarly, intangible resources also help produce goods or provide services to 
generate future economic benefits for the company (Galbreath, 2005). Examples 
may include brand names, firm’s reputation, organizational culture, intellectual 
property, employee training, the firm’s distribution channels, its external 
relationships with other organizations in the network, and the information coming 
in from such external partners (Barney, 1991; Madhani, 2010). 

In its simplest form, the personnel resource consists of the employees and their 
knowledge that enable a company to perform its operations. Penrose argues that 
knowledge resources are important in decision-making concerning the outcomes of 
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a firm’s resource allocation, because they need to be combined with physical 
resources in order to have full effect. Human knowledge on how to combine and 
mobilize resources drives the efficiency in managing the company’s internal and 
external resources. The management team, as well as education and expertise of 
senior executives, industry and firm-specific experience and information, 
technological awareness of the managers, employee experience, and skilled 
workers are all considered as part of a company’s human resources (Barney, 1991; 
Madhani, 2010; McKelvie & Davidsson, 2009). Barney et al. (2001) state that 
organizational processes and routines are a means for a firm to deploy all forms of 
its resources to achieve a desired outcome. In this study, the terms ‘processes’ and 
‘routines’ are used interchangeably. Generally, companies follow certain business 
routines or processes for execution of their everyday business operations. 

3.1.2 Key principles of the resource-based view  

Barney (1991) put forward two fundamental assumptions. First, resources are 
heterogeneously distributed among firms and second, resources are imperfectly 
mobile. These assumptions allow for differences in a firm’s resource endowments 
over time suggesting that competitive advantage is created starting with the firm’s 
possession of heterogeneous resources and capabilities (Peteraf, 1993). Figure 3 
depicts the relationship between firm resource heterogeneity and immobility, 
valuable resource attributes of VRIN, and sustained competitive advantage. 

 

Fig. 4. The relationship between resource heterogeneity and immobility, VRIN attributes 
and sustained competitive advantage (adapted from Barney, 1991, p. 112).  

In addition to the above assumptions within the resource-based perspective, Barney 
(1991) proposes a principle that resources must have attributes such as valuable, 
rare, inimitable, and non-substitutable (VRIN) to be considered strategic (unique) 
corporate resources holding the potential to create a competitive advantage. It is 
argued that a firm with a bundle of idiosyncratic resources that are valuable (i.e., 
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useful in exploiting opportunities and/or neutralizing threats from the environment) 
and rare (i.e., uncommon) would attain a competitive advantage and enjoy 
improved performance in the short term. It is further argued that, in order for a firm 
to sustain these advantages over time, its resources must also be costly to imitate 
and difficult to be substituted.  

In line with the above principle, it can be said that organizations compete on 
the basis of tangible and intangible resources (Skjøtt-Larsen, 2000). These unique 
resources participate in generating firm-level performance advantages only to the 
extent that they are valuable, rare, imperfectly imitable and non-substitutable 
(Armstrong & Shimizu, 2007). VRIN resources help firms improve their efficiency 
and effectiveness (Barney 1991) under specific contexts and conditions (Conner, 
1991). Kraaijenbrink et al. (2010) argue that conditions under which the potential 
value of a specific resource is determined can be internal or external to a firm, i.e. 
endogenously (internal to a firm) an organizational strategy combines certain 
resources with other complementary resources (Makadok & Coff, 2002), and 
exogenously (external to a firm) with the external environment (Priem & Butler, 
2001). 

3.1.3 Resource portfolio approach  

The basic portfolio approach (Ansoff & Leontiades, 1976) recognizes the 
importance of tangible, intangible and monetary resources in the management of a 
firm and in the implementation of its strategies, which is in line with the RBV 
proposition from Barney (1991). Within the RBV, a firm's physical assets, human 
resources, technologies, processes, routines, and capabilities can be considered as 
its building blocks (Wernerfelt, 1984). Similarly, comparing the RBV approach 
with Henderson’s product portfolio theory (1979), Wernerfelt (1984, p. 178) argues 
that ‘firms as portfolios of resources rather than portfolio of products gives a 
different and perhaps richer perspective on their growth prospects’. The resource 
portfolio approach provides an integrated view towards the disciplined allocation 
of the firm’s limited resources to perform an optimal combination of business 
operations that help a firm achieve its long-term objectives, maximize returns, and 
quantify its risk levels (Turnbull, 1989). 

The portfolio approach deals with the management’s strategic decisions about 
the short-term and long-term allocation and prioritization of the firm's limited 
resources to ensure the optimal combination of business opportunities according to 
its objectives (Bruch & Bellgran, 2014; Tolonen, 2016; Kinnunen et al., 2011; 
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Zolkiewski et al., 2017). It provides a categorization strategy for various resources 
to be grouped into efficient portfolios in order to maximize the firm’s performance 
(Ritter & Andersen, 2014) and to generate the best collective value (Montibeller et 
al., 2009). Recent studies related to resource portfolio management focus on 
resource acquisition, resource capacity planning, coordination in resource 
allocation, resources configuration, investment alternatives in resources, renting 
and outsourcing options as well as phasing out of resources (see e.g. Wang et al., 
2007a; Wang et al., 2007b; Wang et al., 2008). 

The portfolio concept has been popular in several research streams. For 
instance, it has been adopted in strategic management, where it has been integrated 
into the management task of resource allocation, in marketing to examine the 
resource allocation between customer and supplier (Zolkiewski & Turnbull, 2002, 
p. 578). Similarly, portfolio models are widely applied to management problems 
including the management of customer-supplier relationship (Gelderman & 
Semeijin, 2006). 

 

Fig. 5. The resource portfolio (Adapted from: Galbreath, 2005, p. 981).  
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Following the works by Chou & You (2001) and Wang et al. (2007a), a resource 
portfolio can be described as a purposefully made-up set of tangible resources, 
intangible resources and capabilities in quantity and type, whose objective is to 
maximize firm’s profit, performance, and competitiveness. Figure 5 depicts the 
idea of the resource portfolio concept as described above. The firm’s strategic 
objectives dominate the decision about the choice, quantity, and division of the 
necessary resources to create various resource portfolios for performing business 
operations at a given level of risk. 

Generally, as Wernerfelt (1984) proposes, several resources are required to 
perform a certain business operation, or on the other hand, a specific resource can 
be used in several business operations simultaneously. The extent that resources are 
shared between resource-interdependent business operations, directly influences 
the firm’s value creation and transformation processes (Stabell & Fjeldstad, 1998). 

3.1.4 Possible resource elements in a resource portfolio 

So far, there is a lack of common understanding on resource classification (Gadde 
& Håkansson, 2008). Das & Teng (1998) classify resources into physical, 
technological, financial, and managerial aspects. Within the industrial network 
view, resources are classified as capital, input goods/materials, personnel, technical 
and know-how (Håkansson & Snehota, 1995). Keeping in view the purpose and 
forthcoming analysis of this study, the resource classification by combining the 
proposed elements of strategic resource area by Ansoff & Leontiades (1976) and 
three groups of resources within the RBV are adopted. Barney (1991), suggests that 
possible resource elements in a resource portfolio could consists of three categories: 
(1) physical capital resources (2) human capital resources and (3) organizational 
capital resources.  

The execution of operations is almost impossible without the engagement of 
the resource elements in a resource portfolio. For instance, people and physical 
resources are tied together to perform various activities, thus these resources 
become integral resource elements in a firm’s resource portfolio. Similarly, the 
human resources are also linked with the resource usage throughout business 
operation, which combines human talent and skills with machines, equipment, IT 
systems, and so on (Håkansson & Snehota, 1995). 

Business processes, as a resource element, affect the firm’s performance 
advantages due to their integrated resource utilization (Armstrong & Shimizu, 
2007). In another study, Kohlbacher (2013) highlights people and processes as two 
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main factors in a firm’s resource base, which should be combined with other 
resources, such as the organizational culture, thus creating a cultural fit that is 
important to produce superior output. Organizational processes are a means to 
achieve firm-level desired goals using its various resource elements (Amit & 
Schoemaker, 1993). Organizational capabilities (Helfat & Peteraf, 2003) are seen 
as critical success factors in the strategic management literature, helping 
organizations outperform their competitors (Schreyögg & Kliesch-Eberl, 2007; 
Drnevich & Kriauciunas, 2011). Thus these resources can also be included in the 
firm's resource base and could become an element in the resource portfolios. 

All the possible resource elements in a resource portfolio can be categorized 
into activities (A), resources (R), actors (a) and organizational competence (C). 
This means a focal firm accesses certain resource elements (activities, resources, 
actors, and organizational competence) from its partners through purposeful 
interactions, resulting in a jointly deployed resource combination. 

3.1.5 A resource portfolio view of outsourcing relationships  

Portfolio models (e.g. Fiocca, 1982; Yorke & Droussiotis, 1994) which address 
customer relationship analysis, usually incorporate strategic importance of a 
particular customer relationship and customer profitability as two decision-making 
dimensions. These dimensions are used for disciplined resource allocation. Other 
portfolio models (e.g. Krapfel et al., 1991) which involve supplier relationship 
analyses, use dimensions such as mutual goals and supplier relationship value. 
Torvatn (1996) argues that internal and external resources are neither independent 
of each other nor confined within the strict boundaries of the interacting firms.  

Many researchers, including Gulati (2007) and Lavie (2008) argue that a focal 
firm can access resources which are owned by a partner firm through the 
connections and ties with that partner. Hence, it is considered that the potential 
inter-firm benefits are dependent on the manner in which organizations manage to 
jointly combine their various resource elements in a relationship (Gadde & 
Håkansson, 2008). 

In this study, the term resource portfolio refers to a combination of internal and 
external resources contributed by both a business customer and its supplier in a 
supply chain to carry out certain sets of business operations to achieve operational 
efficiency and value. Based on this given assumption, it is stressed that the 
importance of inter-firm relationship interdependence directs attention towards the 
counterpart-specific adjustments made in consideration of the customer-supplier 
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relationship to achieve possible cost reductions and increased value (Dubois & 
Pedersen, 2002). 

This approach provides a unique way to understand the dynamics of 
outsourcing relationships. While defining an outsourcing type of relationship, a 
major concern is that it has to be in close relation with the theoretical lens applied 
(Wassmer, 2010). Thus under the resource portfolio lens, the outsourcing 
relationship can be seen as a resource and competence acquisition strategy that 
focuses on the combination, integration, and utilization of resource elements held 
by a focal firm and its current partner in a supply chain. From this perspective, a 
B2B outsourcing relationship is a result of corporate-level decisions about the 
firm’s development and its operations over other possible external resource 
acquisition alternatives such as mergers and acquisitions (Dyer et al., 2004; Capron 
& Mitchell, 2009), which is a logical approach to address the phenomenon under 
investigation. Thus applying the resource portfolio approach provides an explicit 
conceptual framework to analyze a resource portfolio-based alignment of the 
outsourcing relationship. 

3.2 Relationship theory  

In the industrial network view (INV), relationships are viewed as interactions 
between organizations creating an industrial network (Håkansson & Snehota, 1995). 
The industrial marketing and purchasing (IMP) research tradition advocates that 
interaction as a relational process, is a central construct in explaining the 
consequences of inter-firm relationship (Håkansson, 1987; Ford et al., 2010). An 
interaction can be described as ‘an economic process through which all of the 
aspects of business, including physical, financial and human resources, take their 
form and are changed or transformed’ (Håkansson et al., 2009, p. 33). 

Previous research has focused on the different ways a customer firm accesses 
its supplier’s resources and bundles its own resource elements with those acquired 
externally. Through a relationship, a firm can access external capabilities or 
resources from other firms in its network (Dubois & Pedersen, 2002). Thus the 
performance of one firm is dependent on those with whom it interacts in its network 
(Håkansson & Snehota, 2006). Researchers have attempted to conceptualize 
business networks in terms of sets of connected firms (Miles & Snow, 1992), or as 
sets of connected relationships between firms (Håkansson et al., 2009). The 
emphasis has been on shifting the focus from dyadic relationships to business 
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networks in pursuit of expanding our understanding of relationships from both 
conceptual and managerial point of views (Anderson et al., 1994). 

This study takes the industrial network view proposed by Håkansson (1987), 
as the second theoretical approach included in the framework to address and 
analyze customer-supplier relationships. This study follows the definition of a 
relationship as proposed by Håkansson & Snehota (1995, p. 25), that is ‘a 
relationship is a mutually oriented interaction between two reciprocally committed 
parties’. The manner in which a relationship between a customer and a supplier is 
handled can influence the resource base of a focal company (Gadde & Håkansson, 
2008). Thus, when two firms jointly combine and engage their resources, their 
boundaries start to blur (Dubois & Pedersen, 2002). Andersen & Medlin (2016) 
posit that such purposeful interactions generally result in the development of a 
firm’s business network, whose structure is ever-changing as organizations 
continue to interact with each other. 

3.2.1 The role of activities, resources, and actors in a network 

Since organizations interact in their activities, involving resources and actors, 
industrial networks emerge as a result of interactions between independent 
industrial actors (Håkansson et al., 2009). Accordingly, Håkansson (1987), 
proposes that an industrial network model should consist of activities, resources, 
and actors as its three layers. Figure 6 depicts the industrial network model also 
known as the ARA model, elaborating the three main layers: 
 

Fig. 6. The network model (Adapted from: Håkansson, 1987, p. 17).  
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Håkansson & Snehota (1995), define an activity as a sequence of acts to 
achieve a predefined purpose, which means an activity takes place when a single 
or a group of actors combine, develop, exchange, or create resources by utilizing 
other resources. Holmen & Pedersen (2003), argue that a single activity is a part of 
an activity chain that produces an end product, creating a specific activity structure. 

The assumption that resources are often scattered throughout the business 
network gives the resource dimension importance in the relationship view of 
companies. The industrial network approach tackles this problematic concept by 
highlighting that resources have a dual nature; that is resources are results of 
activities and pre-requisites to carry out activities (Håkansson & Snehota, 1995). 
Within the industrial network approach, resources are viewed as heterogeneous, 
which means their value, properties, and importance depend on what other specific 
resources they are combined and used with (Håkansson et al., 2009). 

Within the industrial network approach, a relationship can be seen as a channel 
for the flow of resource elements between the organizations (Gadde & Håkansson 
2008). As soon as resource elements are connected, a relationship between two 
organizations is established, within and through which the customer and supplier 
can access, provide, and develop resources (Håkansson & Snehota, 1995). Once 
resource elements are tied together, several other single and multiple sets of 
resource elements are combined and recombined to continue the inter-firm 
relationships (Gadde & Håkansson, 2008). Multiple inter-firm ties lead to the 
alignment of interests, which drives the inter-firm resource pooling and utilization 
(Koka & Prescott, 2008). 

Both the provision and the usage sides of resources are related via interactions 
between the organizations involved (Håkansson & Snehota, 1995; Håkansson, 
1987). This interaction view of resource combination focuses on resource bundling 
across firm boundaries (Håkansson & Snehota, 1995). Focusing on resource 
interactions in inter-firm networks, resources become open and variable objects 
(Baraldi et al., 2012). The value and features of resource elements emerge from 
resource combinations involving interactions between firms (Håkansson et al., 
2009). The INV stresses the combination of resource elements between a customer 
and its supplier, to possibly generate value that can be shared between the two 
(Håkansson & Ford, 2002). 

Using the three layers of the ARA model (activities, resources, and actors), the 
nature of relationships can be classified. These layers describe various types of 
economic consequences of a relationship and are interrelated in the overall network 
structure of a firm (Holmen & Pedersen, 2003). The INV emphasizes the 
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connections between interacting firms through activities, resources and actors to 
economize in a network (Håkansson & Snehota, 1995; Dubois & Pedersen, 2002; 
Holmen & Pedersen, 2003).Within the INV, the ARA framework can provide a 
strategic understanding of customer-supplier relationships (Baraldi et al., 2007; 
Ford & Muozas, 2010; Harrison et al., 2010). 

3.2.2 The interplay of activity links, resource ties, and actor bonds in 
a relationship  

Generally, each company has its own specific activity structure, matching its 
resources and the knowledge of the actors involved, parts of which can be 
connected to other parts of the activity structure of another company forming 
activity links between the two. The theoretical concept of an activity link stems 
from (1) the economist’s view emphasizing the dependence of activities on 
resources i.e. the cost dimension, and (2) the behavioral view emphasizing the 
dependence of activities on an actor’s capabilities i.e. the effectiveness dimension 
(Håkansson & Snehota, 1995). The activity structure based on the concept of 
activity links reflects a balance between standardization and differentiation of 
activities, the former being related to economies of scale and scope and the latter 
being related to the economies of effectiveness and uniqueness. 

Finch et al. (2012), posit that the ARA framework encapsulates both economic 
and social dimension of the customer-supplier relationship because it combines all 
three categories of interactions resulting in the emergence of activity links, resource 
ties and actor bonds between the firms. The formation of multiple ties in a 
relationship engender inter-firm interdependence (Rowley et al., 2000), which is 
directly related to the resource commitment between the firms (Koka & Prescott, 
2008). Firms get the opportunity to interact more and learn about each other when 
the level of resource commitment is higher, thus transferring tacit knowledge about 
processes and routines across corporate boundaries as they engage in problem 
solving (Koka & Prescott, 2008). 

Relationships tie scarce and heterogeneous resources of one company to its 
counterpart by forming resource ties, so that their collective resources can be 
reciprocally accessed, exchanged, and transferred in a desired way (Håkansson & 
Snehota, 1995). Accordingly, resource ties connect various resource elements 
(technological, material, knowledge resource and other intangibles) of two 
companies (Håkansson & Snehota, 1995, p. 26). This concept deals with resource 
scarcity i.e. the availability and control of resources between companies, as well as 
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the resource development i.e. the innovative use and production of resources. 
Multiple resource ties make resources valuable and stronger resource ties make 
them difficult to substitute (Håkansson & Snehota, 1995). 

 The relationship perspective advocates that the identity of actors is dependent 
on what an organization can achieve by developing and maintaining actor bonds 
with other actors in the network (Håkansson & Snehota, 1995). According to 
Håkansson & Snehota (1995, p. 26), actor bonds connect actors through 
interactions and influence how the two actors perceive each other and form their 
identities in relation to each other. It is proposed that the actor bonds generally 
emerge when two related actors mutually acquire meaning in their reciprocal acts 
and interpretations, hence mutually identifying each other in terms of capabilities 
and intentions through task-oriented interactions and mutually creating an image of 
interdependent expectations and anticipated outcomes (Håkansson & Snehota, 
1995). 

3.3 Theory combination  

Two main theoretical perspectives, the resource-based view (RBV) and the 
industrial network view (INV), can now be integrated towards exploring the 
resource portfolio-based alignment of outsourcing relationships. The INV has been 
adopted in several outsourcing studies (e.g. Gadde et al., 2002; Gadde & Hulthén, 
2009). The three layers of the ARA-model, provide a holistic view of the 
outsourcing relationships, when combined (Håkansson, 1987). The inter-
organizational coordination of activities connect the actors within and between the 
firms (Gadde & Hulthén, 2009). Finally, since the outsourcing relationship 
combines resources and capabilities of both firms for optimal utilization, the 
resource dimension will be altered (Quinn & Hilmer, 1994). 

The RBV hierarchy encapsulates resources, processes, people, and competence. 
It focuses on internal capabilities in an outsourcing relationship (Conner & 
Prahalad, 1996). Hence, one of the imperative tasks of the management is to 
develop capabilities and the resource base to achieve competitive advantages 
(Teece et al., 1997). One of the main tenets of the RBV perspective advocates that 
an outsourcing relationship may provide a means of exploring resources and 
capabilities from external suppliers, which are not currently in the internal control 
of the customer (Shook & Craighead, 2009). In the light of the above, Crook & 
Combs (2007) view the outsourcing relationship as a boundary spanning 
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mechanism to access valuable resources, which are critical to firm’s development 
and maintenance. 

The resource portfolio approach is used as a complementary concept to the 
resource theory, which proposes that a resource portfolio is comprised of firm’s 
own resources elements which reside within a firm’s boundaries and are not shared 
externally, as well as partner’s resources, which reside beyond the firm’s 
boundaries and to which a focal firm has access to through the inter-firm 
relationship (Wassmer & Dussauge, 2011). This link between the RBV and the 
resource portfolio concept provides an underpinning to draw the steps of the 
intended analysis of this investigation. 

The ARA-model provides a robust framework to analyze outsourcing 
relationships (Marasco, 2008) and presumably offer insights related to the 
dynamics of outsourcing relationships (Selviaridis & Spring, 2007). Within the INV, 
combining resources to form inter-firm connections is considered a central issue 
since it influences the relationship dynamics between the organizations (Gadde & 
Håkansson, 2008). Similarly, resource-based researchers argue that individual 
resources rarely create any benefits; it is the combinations of resources which is 
needed to render a benefit for a firm in terms of reduced costs through operational 
efficiency and/or creating additional offerings (Grant, 1991; Amit & Schoemaker, 
1993; Miller & Shamsie, 1996; Barney, 1999; Teece at al., 1997; Eisenhardt & 
Martin, 2000). 

Figure 7 depicts the integration of the two main theoretical perspectives with 
their specific concepts used to analyze the phenomenon under investigation. 

 

Fig. 7. Theory combination.  
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3.4 Summary  

The combination of resource and relationship theories provides a more holistic 
theoretical landscape to explore the resource portfolio-based alignment of the 
outsourcing relationship. A resource portfolio is described as a combination of 
internal and external resources, contributed by both a business customer and its 
supplier in a supply chain to carry out certain sets of business operations to achieve 
operational efficiency and value. While defining an outsourcing relationship, a 
main concern is that it has to be in close relation with the theoretical lens applied 
(Wassmer, 2010). Using the resource portfolio approach as a lens, an outsourcing 
relationship is seen as a resource and competence acquisition strategy based on a 
purposeful interaction that focuses on the combination, integration, and utilization 
of resource elements contributed by a focal firm and its current partner in a supply 
chain. Finally, the integration of two main theoretical concepts provides a sufficient 
underpinning to explore the alignment of outsourcing relationships. 
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4 Alignment of outsourcing relationships  
The previous chapter examined the main theoretical perspectives used in this study. 
From the resource-based perspective, the management of valuable resources is seen 
as a means to achieve firm-level performance differentiation (Hunt & Morgan, 
1995), while within the industrial network view, the purposeful interactions 
between actors form inter-organizational relationships that provide access to 
externally available resources and capabilities from other actors in the network 
(Håkansson & Snehots, 1995). This study attempts to conceptualize B2B 
relationships using the resource portfolio approach, which is closely connected to 
the resource theory used. In this study, these perspectives are applied in a 
complementary manner rather than in competition with each other to explore the 
inter-organizational relationships. In this study, an outsourcing relationship is seen 
as a resource and competence acquisition strategy, based on purposeful interaction 
which focuses on the combination, integration, and utilization of resource elements 
contributed by a focal firm and its partner. 

Extending the exploration further, this chapter discusses the concept of the 
alignment of B2B relationships. Firstly, the theoretical description of the alignment 
construct is presented. The next sub-chapter introduces three mechanisms of 
relationship alignment and opens up a discussion on how these mechanisms 
influence the resource portfolio-based alignment of the B2B outsourcing 
relationship. The possible outcome of aligned relationships is described in the next 
sub-chapter. Later, an a priori model of the study is explained. The summary is 
presented in the end of the chapter. 

4.1 Relationship alignment  

According to Keen (1991), the relationship is a key to alignment. Alignment as a 
concept has been debated using several theoretical perspectives (Selviaridis & 
Spring, 2018). In strategic management, the concept of alignment expresses a 
strategic fit (Smaczny, 2001), strategic match (Minzberg et al., 1998) or congruency 
(Gosselin & Bauwen, 2006). Morrison et al. (2011), define alignment as a relation 
between a strategy and processes at inter and intra-organizational levels (Storbacka, 
2012). In this sense, alignment can be defined as a degree of consistency between 
needs and objectives of one component (actor) with the needs and objectives of the 
other (Tushman & Nedlar, 1986). Similarly, Toulan et al. (2002, p. 3 in Storbacka, 
2012) define inter-organizational alignment as a ‘high level of agreement or 
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consistency between two interacting organizations’. Such a relationship alignment 
targets improved performance and shareholder value creation. Within the resource-
based view, alignment is seen as a knowledge exchange process between managers 
and actors involved (Kearns & Lederer, 2003). Hall (2002) states that 
organizational alignment is an essential practice to achieve improved governance 
as it becomes a roadmap for the organization to understand strategic goals, motivate 
members to overcome challenges related to the paramount objectives and 
subsequently contributes to improved performance. Knowledge sharing between 
actors via better communication is an essential factor for short or long-term 
alignment (Reich & Benbasat, 1996). Similarly, Sambamurthy & Zmud (1999), see 
alignment as a specific management process leading to a dynamic capability that 
helps an organization adapt to its environment. Hence, the role of a chief executive 
officer and senior management is emphasized in the alignment of operational tasks 
and relationships between actors (Wagner, 2006). 

Alignment can be conceptualized as a necessary fit or match between a set of 
resources and their context (Le Breton-Miller & Miller, 2015). In this sense, 
alignment can be defined as the degree to which the needs, demands, goals, and 
structure of one entity remain consistent with those of the other (Vivek & Richey, 
2013). According to the Baldrige National Quality Program published in 2002, 
alignment deals with consistency of plans, processes, information, resource 
decisions, actions, results, analysis, and learning to support key organization-wide 
goals (Hall, 2002). Amarilli (2014) argues that alignment can be achieved between 
strategic and operational scopes by aligning processes and resources. The strategic 
fit concerns the alignment of business strategies between internal and external 
actors, whereas functional integration concerns the alignment of business strategy 
with the business infrastructure (Tworek, 2019). Integration is further divided into 
strategic integration (dealing with strategies) and operational integration (dealing 
with processes). The focus of operational integration is to develop ‘coherence 
between the organizational requirements and expectations and the delivery 
capabilities’ (Henderson & Vinkatraman (1993, p. 477). Hence, the mutual 
understanding of business goals by the actors is considered an essential factor in 
both operational and strategic levels of alignment (Wagner, 2006). 

Wagner (2006), addresses the alignment within resource-based perspective and 
highlights that several studies empirically show that alignment has a positive effect 
on business performance. Kearns & Lederer (2003) posit that alignment is one of 
the factors that facilitates competitive advantage. The alignment of organizational 
capabilities between actors helps to develop management methods demanding 
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solutions and support (Tworek, 2019). According to Hammer (2003) and Spector 
(1999), process alignment deals with a firm’s effort to create a platform out of its 
process that support its strategic planning, technology, and organizational structure. 

Similarly, Le Breton-Miller & Miller (2015), emphasize that alignment must 
be achieved between resources and capabilities within their respective context. 
Wagner (2006) highlights that organizational administrative activities, the use of IT, 
the cooperativeness and skills (working experience) of the actors, and the frequency 
of interaction between them are considered important for creating and maintaining 
operational-level alignment to achieve better organizational performance. Thus, 
inter-organizational alignment cannot take place in isolation, it requires the 
mobilization of both actors (Håkansson & Ford, 2002) in order to cater for the 
respective ambitions and business objectives of relevant counterparts (Snehota & 
Håkansson, 1995). 

Within a firm’s own boundary, an alignment means creating a collaborative 
organizational culture between the employees and management team that focuses 
on customer value, flexibility, and commitment (Storbacka, 2012). This means, the 
employees and the management team need to equally understand the importance of 
the customers’ needs and are committed to providing their competence and 
necessary resources to support the desired performance to meet the customer’s 
strategic objective and the value proposition offered to the customer (Day, 2011). 
Across firm boundaries, customer-supplier alignment is seen as a process of 
increasing the understanding of dyad-level strategic objectives and availing 
opportunities to jointly develop processes to define and deliver value propositions 
(Storbacka, 2012). Such an inter-organizational alignment demands adaptation 
from both firms in terms of mutual resource commitment and relationship-specific 
resource allocations (Tuusjärvi & Möller, 2009). These develop into long-term and 
strong customer-supplier relationships (Storbacka, 2012). Thus alignment becomes 
an integral determinant of dyad-level performance. 

Within the supply chain management literature, alignment is seen as a strategic 
tool to create flexibility in production and logistics processes to achieve 
competitive advantage (Stavrulaki & Davis, 2010). Van Hoek & Mitchell (2006) 
argue that alignment is an antecedent for supply chain performance that goes across 
businesses, functions and hierarchies and can be achieved through inter-company 
process integration. The challenge is to maintain the alignment as conditions 
change over time (Le Breton-Miller & Miller, 2015). Previous studies related to 
alignment have focused on improvements in processes, operations and firm-level 
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performance measures, indicating that it is an important antecedent for achieving 
integration with supply chain partners (Harrison & van Hoek, 2008). 

4.2 Perspectives of alignment  

As discussed above, the construct of alignment has been conceptualized in many 
ways. Similarly, in the extant literature, alignment has been viewed from an 
outcome perspective as well as from a process perspective. As an outcome, 
alignment is viewed as a realized balance (Beukers et al., 2006) or realized stability 
that is achieved after a short period of revolutionary change (Sabherwal et al., 2001). 
The outcome perspective deals with the implemented initiatives and the realized 
end result (Byrd et al., 2006). Treating alignment as a realized performance property, 
Obloj & Zemsky (2015, p. 1157) define alignment as ‘the extent to which suppliers 
are motivated to behave in line with a buyer’s productive goals’. Thus, in this sense, 
several researchers have treated alignment as a static end state rather than a moving 
target (Avison et al., 2004). 

On the other hand, several researchers negate the realized view and consider 
alignment as an ongoing process, proposing that the process of strategic alignment 
encompasses process of resource development and accumulation for integration 
(Chen et al., 2008, p.367). This means organizations that seek alignment, plan and 
discuss their intention to achieve alignment, and plan to link activities and 
processes through continuous adaptation and organizational change. The process 
continues repeatedly in the form of ongoing adjustments as the relationship 
proceeds and the surrounding environment changes. Similarly, within the process 
perspective, inter-organizational alignment is defined as ‘a process of increasing 
the organization’s understanding of the selected customer’s business concerns and 
opportunities, and jointly developing a value proposition and an encounter process 
for delivery of the value proposition’ (Storbacka, 2012, p. 261). Such an alignment 
initiative requires mutual adaptation of relationship norms from both actors 
(Tuusjärvi & Möller, 2009). According to Andolsen (2007, p. 35) alignment is a 
dynamic process of linking organizational goals with the goals of each of the units 
that contributes to the success of those overall goals. 

 This study takes the process view and defines alignment as an ongoing process 
of forming timely and harmonious associations between mutually supporting actors. 
This definition implies that the actors iteratively try to achieve inter-organizational 
or inter-actor alignment as they move on in their relationships. Once alignment is 
seen as a process involving corporate strategy and organizational processes (Baets, 
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1992), then according to the alignment literature, alignment processes become 
strategically important to creating mutually desired benefits (Henderson & 
Venkatraman, 1999). 

4.3 The need for alignment in relationships  

As discussed above, relationships are key to alignment (Keen, 1991) and it is not 
easy to achieve (Zolkiewski et al., 2017). For those organizations that are working 
together, there is a greater need for inter-organizational alignment in terms of 
strategic direction, understanding each other’s needs, focus on internal processes to 
fulfill requirements and finally using mechanisms to achieve desired state of 
alignment to materialize mutual benefits (Hall, 2002). Agarwal et al. (2006) assert 
that nonaligned manufacturing and distribution processes and poor relationships 
between customers and suppliers would lead to failure. Similarly, several studies 
have examined relationship alignment including logistics alignment between peer 
actors and highlight the need for such alignment (van Hoek et al., 2008). Alignment 
between the customer’s and supplier’s outsourcing goals and strategies are 
considered essential factors for their success (Greaver, 1999). In the same manner, 
several studies highlight that misalignment in inter-organizational relationships 
leads to failures and leaves managers helpless (Christensen & Raynor, 2013). 

According to Gimenez & Ventura (2005) there is a direct relationship between 
internal functional alignment and external inter-organizational alignment. Since 
both are essential antecedents for integrating outsourcing partners, challenges 
pertaining to both aspects of alignment should be addressed in terms of various 
organizational factors (Mollenkopf et al., 2000; Murphy & Poist, 1992). Svahn & 
Westerlund (2009), argue that the resources and knowledge required to produce 
goods are distributed between actors in a supply chain. Therefore there is a need to 
align the relationship in a manner that balances the power and control over those 
resources hence giving the opportunity to the firms involved to access, mobilize, 
and exploit each other’s resources and capabilities through relationships 
(Håkansson & Snehota, 1995). 

Aligning the firm's business strategy, customers' needs and relationships with 
third party service providers are critical components of the supply chain strategy 
(Cohen & Roussel, 2005). Harrison et al. (2014), argue that there is a critical need 
for internal alignment between the firm's supply chain strategy and rest of the 
business so that the supply chain management is aligned around priorities, and 
opportunities. Similarly, a study conducted by van Hoek & Mitchell (2006), 
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highlights that the supply chain is one key function in an organization that needs 
support from the other functions in the form of accurate forecasting, in order to 
perform better at least in terms of improved up-stream and down-stream logistics. 
The study shows that effective communication and joint problem solving result in 
building cooperative relationships in terms of time and resource commitments, as 
well as in developing cross-functional collaboration to focus on firm-level business 
goals, thus ensuring alignment around strategic goals and achieving customer 
satisfaction. 

B2B relationship alignment, through the development of relationships, is a 
joint endeavor that requires the activation and mobilization of the actors involved 
(Håkansson & Ford, 2002). Alignment becomes more important to achieve as the 
complexity of customer-supplier interactions increases (Gosselin & Bauwen, 2006). 
Cox (2004) emphasizes that in order for a business relationship to be effective, it is 
essential for a customer and a supplier to remain aligned even when there exist 
conflicts or lack of equity between them. Both internal and external factors that 
drive misalignment should be dealt jointly to find a fit when changes occur. Further, 
the alignment becomes critical when resources are combined in a synergistic chain 
of components, which represent internally orchestrated resource constellations 
intended to accomplish a purpose (Peteraf, 1993). 

According to Harrison et al. (2014), the alignment of processes and production 
are the two main approaches to external integration within the supply chain network. 
It is emphasized that such an alignment demands collaborative planning and joint 
strategy development between the supply chain actors to achieve mutual benefits 
for all parties involved. Customers and suppliers can make joint teams in order to 
explore how process alignment can be achieved through information sharing and 
joint learning. Generally, customer-supplier partnerships are co-created through 
transparency of information and common IT systems. Technology integration in 
B2B relationships generally helps supply chain partners in transactions, such as in 
the exchange of predefined data in the form of fixed-format documents, for 
example, shipment notices, purchase orders, invoices, acknowledgements and bills 
of materials from a manufacturer to a supplier or a logistics service provider. The 
information shared through joint technology resources may vary in nature. It could 
consist of component descriptions, pricing, inventory levels, in-bound/out-bound 
shipment status, manufacturing or delivery forecast; but it certainly increases 
visibility pertaining to the partner’s activities (Harrison et al., 2014). 

Frohlich & Westbrook (2001) state that improved integration positively 
influences supply chain performance for firms especially in machinery and 
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equipment manufacturing. Such supply chain integration requires coordination 
between actors which not only focuses on effective material and information flows, 
but also emphasizes inter-firm alignment (Harrison et al., 2014). As an example, 
behind the success of Proctor and Gamble are the key principles of their supply 
chain strategy involving collaboration between all their supply chain partners 
through internal and external integration to improve the performance of all the 
supply chain actors (Leuschner et al., 2013). Especially in the case of virtual supply 
chains, such inter-firm mutual alignment approaches not only foster operational 
efficiency but also establish connected and cooperative business-to-business 
relationships between customer and suppliers in the network, thereby influencing 
the overall supply chain performance. 

Another example could be the collaborative relationships between supply chain 
partners. Anchored in the resource-based perspective, collaborative activities 
provide a means to develop a deeper relationship that caters for mutual 
opportunities as well as business needs (Sinkovics et al., 2018). Resource 
commitment including relationship-specific capital, information, and human 
resource investment displays a willingness to work together towards common goals, 
thus playing an important role in building a collaborative relationship that offers 
mutual benefits (Storbacka et al., 2016; Wilson, 1995; Stank et al., 2001). For 
example, in a customer-supplier relationship a supplier may reconfigure its 
resource utilization or develop new routines to achieve customer satisfaction 
(Sinkovics et al., 2018). The processes of customer-supplier resource integration 
and joint process development provide a means to achieve competitive advantages 
and possible higher profits (Lorenzoni & Lipparini, 1999). 

4.4 Alignment mechanisms in relationships  

Relationship alignment requires the use of necessary and complementary 
mechanisms and measures pertaining to planning, controlling, evaluation and 
improvement, which are spread over the whole organization as well as at the team 
and process levels to achieve desired outcomes (Hall, 2002). In the following sub-
sections, this study looks into the possible B2B relationship alignment mechanism 
including process standardization (PS), coordination, control, and organizational 
culture (OC), hence offering a more comprehensive explanation of resource 
portfolio based alignment of outsourcing relationships. 
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4.4.1 Process standardization  

According to Slack et al. (2016, p. 19) ‘a process is an arrangement of resources 
and activities that transform inputs into outputs that satisfy (internal or external) 
customer needs’. Process standardization involves designing (usually after 
necessary alteration or simplification) and establishing (usually written or coded) 
steps (Fredendall & Hill, 2000). Jang & Lee (1998) define standardization as the 
degree to which operating procedures are formalized and followed. In simple terms, 
process standardization (PS) is used to ensure all the components (microstructures) 
conform according to a specific jurisdiction (or explicit guideline) in order to 
increase efficiency of an economic activity. However, it is argued that PS 
(positively or negatively) influences a firm’s economic activities, since it can create 
a balance between the users’ requirements, possible technological options, and the 
producers’ limited associated costs (Tassey, 2000). 

According to Münstermann (2014, p. 1) business PS is an ‘activity of 
standardizing a business process’. It ‘represents the highest level of control, 
predictability and economic effectiveness’ (Lillrank, 2003, p. 226) and is 
considered the best, easiest and safest manner to execute a certain process (Imai, 
1997). However, PS is not an all-or-nothing kind of proposition from the corporate 
strategy perspective. Such an endeavor typically proceeds in an evolutionary 
manner, especially in complicated manufacturing systems such as factory 
automation. According to Tassey (2000), the evolutionary path can be influenced 
by factors such as the available managerial and technological skills, IT equipment 
and tools, incentives, organizational structure, as well as the management’s 
decisions and ability to ensure process standardization.  

Large organizations around the world rely on standardization to transform 
traditional processes into well-defined tasks (Ungan, 2006). The formalization of 
operational processes is considered particularly effective in logistics cooperation 
(Schmoltzi & Wallenburg, 2012). It is generally initiated from either party to make 
certain changes in the prevailing business processes or the manner in which routine 
operations are carried out. Issues related to outsourcing processes can be handled 
using mechanisms such as standardization, performance monitoring, or direct 
supervision (Mullins, 2007). 

In light of the above, organizations pay attention to process standardization 
while designing the scope of their services. Nevertheless, the challenge 
organizations face is what should be standardized and what could be left out (Slack 
et al., 2016). In response to this challenge, Mintzberg (1979) proposed 
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standardization as a coordination mechanism with three distinct categories. Table 2 
depicts each category with its description: 

Table 2. Categories of standardization as coordination mechanisms in organizations, 
(Adapted from Mintzberg (1980, p. 324)  

Categories of standardization Description of the category of standardization 

Standardization of work processes The work is coordinated by the imposition (typically by analysts 

of the techno-structure) of standards to guide the doing of the 

work itself, work orders, rules, and regulations etc. 

Standardization of output The work is coordinated by the imposition (again, often by 

analysts of the techno-structure) of standard performance 

measures or specifications concerning the outputs of the work. 

Standardization of skills The work is coordinated by individuals of standard skills and 

knowledge, usually before they begin to do the work. 

This study considers PS as an administrative mechanism that influences 
relationship alignment. The standardization can be viewed as adopting a common 
sequence of activities, methods and use of equipment or in simple terms, doing 
things in the same way (Slack et at., 2016, p.187). The standardization of work 
processes takes place when activities are designed, and often documented by 
specifying each inter-related task for the employees, which helps them follow a 
step-by-step procedures as specified (Mintzberg, 1980). It deals with process 
design (usually after necessary alteration or simplification) and establishing various 
(usually written or coded) steps (Fredendall & Hill, 2000). An example of PS is 
assembly line production, where employees hardly need any supervision or 
informal communication. The PS, where the work is specified (Lunenburg, 2012), 
helps managers reduce uncertainty among employees by freezing behavioral 
patterns (Weigand et al., 2003).  

The standardization of output is based on imposing standard performance 
measures by specifying certain results that need to be achieved at the end of 
particular activities (Mintzberg, 1980). In diversified organizations, standardization 
of operations is not the primary focus rather attention is given to performance 
targets pertaining to the characteristics of the products (Mullins, 2007). Similarly, 
according to Lunenburg (2012), the standardization of output means specifying the 
end-results and predetermining or defining the inter-relationships between the 
completed activities. Weigand et al. (2003) posit that in service-based organizations 
the measurement of output could be difficult because the product is intangible.  
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The standardization of skills is directly related to the skills and knowledge of 
the employees who perform the activities (Mintzberg, 1980). It deals with 
specifying the kind of knowledge and training necessary to execute the tasks 
(Mullins, 2007). This means it supports the training of the personnel in order to 
learn what is expected during inter-firm business operations. In large 
manufacturing organizations where the standardization of processes or output 
cannot be implemented, coordination between actors could be achieved by the 
virtue of necessary knowledge and training of the employees (Weigand et al., 2003). 
Commonly, technicians and skilled workers are required to attain particular 
certifications or professional training before they start working (Mullins, 2007). 
This implies that it is important for the effective execution of the business processes 
that the actors not only possess the required technical skills to carry out the 
instrumental tasks professionally and efficiently but also should be able to relate 
their own skills to other professionals working with them (Weigand et al., 2003). 

According to Ungan (2006) an essential enabler of PS is written or graphical 
documentation (e.g. flowcharts, workflows, process mapping etc.) that depicts links 
between people, activities, resources, and information and clearly connects to the 
objective of the process (Colquhoun et al., 1996). An example is a flow chart that 
depicts the service delivery of spare parts. A study by Siha & Saad (2008) reveals 
that process documentation helps reduce the production process and cycle time. 
Documenting a process is a challenging task that requires a real contribution by the 
employees to write down their tacit knowledge (Ungan, 2006). 

Traditional manufacturing processes may result in wasted man-hours, plant 
capacity, raw materials and even scrapping of produced items. The directly 
concerned personnel may ascertain the visible and invisible impact of the proposed 
changes on standardized operations, often through evaluation and joint discussions. 
According to Lakos & Phipps (2004) each actor reviews their processes and skills 
in line with customer expectations to initiate process improvement, builds and 
standardize new processes to deliver quality products with a high level of customer 
service. Such initiatives are considered an important element in relationship 
development because there is an implicit or explicit purpose in the anticipation of 
mutual benefits for both customer and suppliers in the course of the relationship 
(Slack et at., 2016). 

The extant literate proposes several benefits of PS in modern industry. Within 
the operations management literature, PS helps organizations compete in terms of 
innovation, cost, quality, and service (Slack et al., 2016). Accordingly, within 
supply chain stream, the processes become a set of activities executed to move 
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material through the supply chain network including both production and logistics 
processes (Stavrulaki & Davis, 2010). According to the production and supply 
chain literature, standardization may results in cost reductions, improved 
operational performance, and better quality (Manrodt & Vitasek, 2004). 

In their seminal work, Wüllenweber & Weitzel (2007) assert that such 
initiatives are considered a prerequisite for outsourcing relationships because they 
help achieve uniformity of processes and make them transparent across the supply 
chain. According to Contractor et al. (2010), non-core processes with certain 
standard interfaces and a high degree of codified instructions can be outsourced to 
an external actor. The presence of PS in customer-supplier relationships shows that 
the parties are engaged in resource combining in the outsourcing relationship 
(Gadde & Håkansson, 2008).  

 Similarly, in the heavy machine manufacturing industries, PS is seen essential 
for the cost reduction, operational efficiency and control between the customer and 
service provider. PS helps accurate the measurement of the process execution time 
and quality and helps in making any improvements; it allows the activity execution 
and use of resources even without a specialist or a dedicated staff; it eliminates 
unnecessary steps and avoids irregular activities, which leads to reduced errors and 
streamlines the overall process structure (Lysons & Farrington, 2016). 

Formalization of operational processes is considered particularly effective in 
logistics cooperation (Schmoltzi & Wallenburg, 2012). PS is generally initiated 
from either party to make certain changes to the prevailing business processes or to 
the manner in which routine operations are carried out. Ding et al. (2012) 
emphasize that well-developed processes increase operational flexibility, and can 
positively impact the customer's satisfaction and supplier’s performance. Once a 
balance of standardized and customized routines is attained in activity structures, 
both become binding to some extent in terms of shared commitment and resource 
engagement and any further adaptation may require mutual consideration and 
consent. 

4.4.2 Control 

Organizational control is a management activity primarily related to the process of 
motivating employees to perform in line with organizational objectives (Jaworski 
et al., 1993; Kirsch et al., 2010). According to Inkpen & Currall (2004, p. 588) 
‘control in the joint venture context refers to the process by which partners’ firms 
influence a joint venture entity to behave in a manner that achieves partner 
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objectives and satisfactory performance’. Early research revealed that the focus of 
control mechanisms was on short-term operational performance while recent 
studies claim that the top management could effectively control long-term 
strategies via monitoring and controlling operational performance. According to 
Hofstede (2001), control is related to the par excellence of the formal systems in 
the organization and living up to the objectives that have been set. Control deals 
with the monitoring and regulation of predefined processes and routines (Koza & 
Lewin, 1998) in order to achieve anticipated organizational performance. 

The controls that managers use to drive the organization towards its set 
objectives can be termed as management control (Siska, 2015). Management 
control is defined as ‘the process by which managers assure that resources are 
obtained and used effectively and efficiently in the accomplishment of the 
organization’s objectives’ (Anthony & Vancil in Hofstede, 1978, p. 450). That is, it 
aligns actors with the objectives (Tannenbaum, 1968; Yan & Gray, 1994). A more 
recent definition of a management control system includes ‘everything managers 
do to help ensure that their organization’s strategies and plans are carried out or, 
if conditions warrant, that they are modified’ (Merchant & Stede 2007, p. xiii). 
Simons (1994, p. 5) defines management control systems as ‘the formal, 
information-based routines and procedures managers use to maintain or alter 
patterns in organizational activities’. 

Some conceptual differences in the interpretation of the management control 
system are highlighted by Strauß & Zecher (2013). It is stated that management 
control can be viewed in terms of command and control including formal control, 
i.e. explicitly integrated, and informal control, i.e. inexplicitly integrated. 
According to Anthony & Govindarajan (2007), management control deals with 
strategic planning, budgeting, responsibility distribution and evaluating the actual 
achievement against what has been targeted. Organizations need to pay adequate 
attention to strategic control, should they want to secure long-term competitive 
advantage (Goold, 1991).  

This study takes a simplistic view of organizational or management control as 
a mechanism by which an organization can be managed to achieve its objectives 
(Ouchi, 1979). It is proposed that this can be achieved by training the employees 
and monitoring their output. This study recognizes control as a critical function 
applied in any given department of an organization to meet its set objectives. A 
control mechanism can be viewed as a single feedback loop where the managers 
often measure their performance, compare it with agreed upon standards, and, if 
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required, take corrective actions to achieve organizational strategic goals and where 
the information is an essential ingredient to complete the control loop (Otley, 1999). 

Organizational control mechanisms concern top management, managers, and 
employees alike. Having designed and implemented proper management controls 
employees (and processes) can be driven in the desired direction, thus, increasing 
the chances of achieving goals (Merchant & Stede, 2007). Simons (1994) 
highlights that control mechanisms can assist in creating flexibility, activating 
business strategies, and achieving competitive advantages for the organization 
through the innovation and creativity of the employees. 

According to Simons (1994), control mechanism play an important role in 
strategic change situations to communicate new strategic objectives, overcome any 
possible inertia, define and measure critical performance variables, and implement 
schedules and targets. Some examples of proactive controls include process 
planning, capacity planning, allocation of duties to employees etc. It is argued that 
management control is proactive as it is designed and implemented to prevent 
certain issues such as unintentional errors and financial thefts, however adding 
more controls does not always create better control in the organization (Merchant 
& Stede, 2007). 

In their recent study, Kimura & Mourdoukoutas (2000) propose that various 
control mechanisms can be integrated to achieve organizational competitiveness 
via improved operational efficiency and employee creativity. One control 
mechanism suggested by Simons (1994) is a system of beliefs that highlights 
organizational values; therefore, the concept of organizational control mechanisms 
is related to organizational culture, which is another relationship alignment 
mechanism in this study. Similarly, Mouritsen et al. (2001) highlight the 
implementation of open-book accounting and cost management as effective 
management controls that especially focus on inter-organizational process control. 

The main reasons for implementing control mechanism in an organization are 
lack of direction, motivational problems, and personal limitations (Merchant & 
Stede, 2007). Due to such issues, an organization may face non-smooth and 
interrupted business processes, under-utilization of resources, loss of time, 
increased costs, low revenue, inaccurate records/data, etc. These problems can exist 
simultaneously or in combination. Employees perform poorly due to lack of 
direction, thus the function of control is to inform them how they can maximize 
their contributions towards achieving objectives. 

Several studies explore control issues in outsourcing types of inter-
organizational relationships (e.g. Anderson et al., 2000; Gietzmann, 1996; Van der 
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Meer-Kooistra & Vosselman, 2000). In a manufacturing facility, the production 
efficiency (man-hours used per produced unit), inventory control (time/days per 
component), quality (defects per produced unit), delivery time (% of on time 
shipments) and batch setup time could be included in the key result areas to control 
overall processes (Merchant & Stede, 2007). 

When it comes to the control of inter-organizational relationships between a 
buyer and a supplier, Otley (1999, p. 293) posits that there is increased monitoring 
and control between organizations along the supply chain. In such relationships, 
Dekker (2004) highlights two control issues related to the generation of trust 
(management of appropriation) and coordination of tasks. Within the supply chain 
operational context, the control mechanism is seen as essential in managing the 
supply of products with a long lead-time and on time activity performance because 
such mechanism would detect out of control situations and let supply chain actors 
make corrective actions (Christopher & Lee, 2004). 

Similarly, recent studies have raised the importance of management control 
mechanisms in terms of achieving organizational objectives through the control of 
logistics performance (Mentzer & Firman, 1994). One such example is the use of 
intelligent computer software applications, including cloud computing, which 
provides flexibility to logistics control in meeting customer demands. Looking at 
management control in logistics, a study by Lewis et al. (1997) shows that 
improving processes related to the inventory control and supplier management 
increased the supply chain effectiveness. While examining the effect of 
management control practices in a large manufacturing firm, Netland et al. (2015) 
state that a firm must pay attention to allocation responsibilities (input), process 
performance reporting, and employee rewards (output) in order to effectively 
implement its control mechanisms. Other studies amplify collaborative control 
through the integration of control mechanisms between supply chain actors in 
extended enterprises (Nof et al., 2006). 

According to Madhok & Tallman (1998), the control of jointly performed 
processes becomes complex because such processes require mutual adaptation 
from both actors overtime. In that sense, the control as a mechanism emphasizes 
learning and creating new knowledge that can be shared between people who are 
involved in the co-execution of the time-dependent activities (Koza & Lewin, 
1998). Using a control mechanism, progress (e.g. man-hours spent) can be 
monitored and evaluated among the supply chain members. 
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4.4.3 Coordination  

Organizational coordination is an essential feature of organized business processes. 
This means, ‘to organize is to assemble ongoing interdependent actions into 
sensible sequences that generate sensible outcomes’ (Weick, 1979, p. 3). Hence, 
coordination becomes an act of organizing, in which the purpose is to formalize 
various activities (March & Simon, 1958). Put simply, coordination is a mechanism 
that brings together various elements of complex processes into a desired state of 
harmony (Melin & Axelsson, 2005). Several researchers have addressed inter-
organizational coordination in terms of organizing inter-firm relationship 
arrangements such as strategic alliances, coalitions, joint ventures, contractual 
agreements, or networks. 

Contractual inter-firm relationships are often coordinated through the use mix 
of planning, supervisory roles, and lateral adjustments (Grandori, 1997). Such an 
intrinsic sophistication of processes demands a wider set of coordination 
mechanisms such as real-time coordination, mutual adjustment, and joint-decision 
making (Ouchi, 1980). Supply chain actors can manage the interdependencies 
between their activities by means of mutual coordination (Sandberg & Bildsten, 
2011). Combining inter-firm resources involves continuous assessment, design, 
and mobilizing resources to achieve a fit with other resources in order to enhance 
collective value of all the resources (Gadde & Håkansson, 2008). This emphasizes 
the importance of coordination between resource providers (suppliers) and resource 
users (customers). 

Coordination in inter-firm resource utilization can be seen as a pattern that 
reflects a resource-based relationship between two firms and creates a fit between 
a firm's resource needs and provision of those resources by another firm to capture 
business opportunities together. Thus, such coordination in resource utilization 
captures the value-creation aspect of inter-firm resource integration (Das & Teng, 
2000). Table 3 provides a summary of views on this concept. 

Coordination can be viewed as a process of integrating dispersed activities 
between actors. A coordination mechanism can be defined as ‘an administrative 
tool for achieving integration among different units within an organization’ 
(Martinez & Jarillo, 1989, p. 490). Their study identifies planning, 
centralization/de-centralization, lateral ties, departmentalization, output & 
behaviour control, formalization/standardization, and informal communication as 
coordination mechanisms to develop a certain organizational pattern and to 
coordinate efforts across various business units towards different dimensions of an 
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organization. Similarly, Mintzberg (1979) proposes mutual adjustment and direct 
supervision as two main coordination mechanisms. These coordination 
mechanisms are well-known within organizational literature as prime coordinating 
mechanisms (Lunenburg, 2012). 

Table 3. Coordination mechanisms in inter-organizational relationships. 

Authors Definition of coordination Coordination mechanisms 

Martinez & Jarillo (1989) An administrative tool for achieving 

integration between different units within 

an organization. 

Centralization, formalization, 

planning, output control, and 

behavioral control. 

Mintzberg (1979)  Mutual adjustment, direct 

supervision and standardization 

Thompson (1967) A response to pooled, sequential, 

intensive, or reciprocal 

interdependencies between 

interdependent units. 

Standardization, planning & 

mutual adjustment 

   

Van de Ven, Delbecq & 

Koeing (1976) 

Team arrangement interdependency is 

added to Thompson (1967) 

Rules & plans (impersonal), 

vertical supervision (personal), 

formal/informal meetings 

(group) & joint working (team 

arrangement) 

Malone & Crowston (1994) The act of managing interdependencies 

between activities performed to achieve 

a goal 

 

Xu & Beamon (2006) A set of methods used to manage 

interdependencies between 

organizations 

Resource sharing structure, 

decision style, level of control & 

risk/reward sharing 

March & Simons (1958) Formalization of actions planning, standardization & 

feedback 

   

Mintzberg (1979) claims that mutual adjustment is the most basic and fundamental 
coordination mechanism. It is described as informal coordination mechanism 
where actors informally communicate with each other to coordinate the work 
(Lunenburg, 2012). Mintzberg (1980) describes mutual adjustment as a direct form 
of inter-firm coordination when the actors adapt to each other’s business processes 
through informal communication. It deals with how individual actors or groups of 
actors adapt their various activities and work processes to match those of their 
counterparts. Mutual adjustment is considered as the most prominent coordination 
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mechanism, particularly in a situation where independent actors are involved in 
innovative process execution demanding knowledge sharing and regular 
communication to generate new ideas (Weigand et al., 2003). 

Mutual adjustment helps coordinate such inter-firm relationships which are 
built on weaker organizational forms (Grandori, 1997). Weigand et al. (2003) 
highlight that greater the extent of knowledge sharing, the better the 
communication processes are between the actors, which may result in efficient 
relationships. According to Melin & Axelsson (2005) such mechanism helps actors 
to adapt to each other while jointly executing the activities. Hence, it can be said 
that mutual adjustment can be realized through simple and informal communication 
processes to achieve process alignment between two actors (Weigand et al., 2003). 

The direct supervision takes place when ‘one individual (typically a manager) 
gives specific orders to others and thereby coordinates their work’ (Mintzberg, 
1980, p. 324). It gives rise to the role of the manager, who becomes responsible for 
the performance of others based on clearly defined division of labor and formal 
coordination of work. The direct supervision helps achieve coordination by 
appointing one person as a single point for issuing orders and instructions to other 
people whose work interrelates (Mintzberg, 1979). The supervisor monitors the 
performance of the employees (Mullins, 2007). 

Direct supervision becomes the prime coordination mechanism between the 
top management and its employees in basic simple organizations such as medium 
sized firms, to coordinate their business activities (Mintzberg, 1980). Mintzberg 
(1979, p. 306) posits that in simple medium sized organizations (e.g. owner-
managed firms), the coordination is largely effected by the direct supervision. It is 
highlighted that in such situation, one responsible manager keeps a close watch 
over the performance of others hence; the administrative, strategic, and operating 
decisions can be tightly coordinated between the employees. 

To some extent, direct supervision also addresses the issue of resource 
availability and their need in the activities of the firm as the manager tends to 
regulate the uncommitted resources and administers the circulation of information 
(Mintzberg, 1979). Raue & Wieland (2015) argue that firms can achieve 
coordination in resource utilization as the outcome of their relationships to enhance 
their performance. Using several examples of firms with a simple structure. 
Mintzberg (1980) shows that the mechanism of direct supervision supports 
flexibility in coordinating activities because there is only one manager who needs 
to act in response to environmental changes. 
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Within outsourcing type of relationships, coordination mechanisms are 
required to manage operational activities and to improve processes between 
participating actors. Huiskonen & Pirttilä (2002) state that such coordination 
requirements simply depend on the resources and capabilities of the two different 
actors in a complex and uncertain value chain process which is boundary spanning. 
The operational coordination in organizations is viewed as the management of 
systems, processes, and product flows, and the alignment of decisions between the 
manufacturer and supplier. It allows for activities which facilitates better alignment 
with global supply chain objectives (Fugate et al., 2006) and represents the more 
operational and tangible elements concerned with better synchronization of short-
term flows, including transactions, material movement, and order processing 
(Swink et al., 2007 in Omar et al., 2012). A high degree of coordination in 
organizational routines acts as a control system with respect to time schedules and 
service quality (Klaas-Wissing & Albers, 2010). 

Since one relationship affects the other relationships (Håkansson & Snehota, 
1995), the overall operations between customer and a particular supplier need to be 
coordinated with the operations of other suppliers in the supply chain of the 
customer (Gadde & Hulthén, 2009). Coordinated operations in a network setting 
may improve the overall performance of the network, however, such inter-
organizational coordination is resource demanding and may result in increased 
coordination costs (Kotabe et al., 2008). 

The supply chain management is widely described as the planning and 
coordination of several activities from sourcing to production to distribution. 
Particularly from the network perspective, the supply chain is seen as a set of actors 
connected in a network of relationships. Hence, coordination becomes a 
mechanism to effectively manage the interactions and arising dependencies 
between the actors and activities (Xu & Beamon, 2006). Within the supply chain 
context, a study by Jain et al. (2006) shows that benefits of coordination are 
distributed to all partners throughout the chain and such benefits can be achieved 
in terms of cost-saving and gaining surplus money where no supply chain partner 
bear any loss.  

In supply chain and logistics, the timely information exchange between the 
actors is considered essential to achieve flexible production with little withheld 
capital and the least stocks possible. Reekers & Smithson (1996) claim that efficient 
coordination which is based on actual consumption rather than forecasts or sales 
data help organizations reduce costs and increase efficiency. Similarly, the 
coordination of logistics activities helps the timely delivery of parts, inventory 
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control, timely partial production of sub-assemblies and final production. Thus 
coordination enhances overall customer value (Esper et al., 2010). 

4.4.4 Organizational culture  

In the words of Hofstede (2001, p. 3) ‘culture is the collective phenomenon or 
programming of the mind that distinguishes the members of one group or category 
of people from others’. In its simplest and generic form, a culture can be described 
as collective programming of the mind or as a set or combination of shared 
meanings, which enables a group or members of a group to interpret the 
surrounding environment as well as to act accordingly (Schein, 1984). According 
to Geertz (1973), culture consists of webs of important traits that people have 
considered significant and woven around themselves. These significant traits are 
unique, which in turn helps to create a unique culture. That is, each culture has a 
unique way of doing things. As such, culture is made up of meanings constructed 
through interactions. Driskill (2018) adds to this description of culture that the web 
that people have woven around themselves influences these interactions. 

The concept of culture is not simple (Lakos & Phipps, 2004), it is a complex 
phenomenon which spreads from underlying beliefs to visible practices (Fey & 
Denison, 2003). Several researchers advocate its strategic importance to explore 
the fit between an organization and its environment (Heskett & Kotter, 1992). 
Among many perspectives on culture, this study considers culture as an adaptive-
regulatory mechanism to unite individuals (see e.g. Radcliffe-Brown’s structural-
functionalism, 1952) and culture as a system of shared symbols and meanings that 
need to be interpreted (see e.g. Geertz’s symbolic anthropology, 1973). 

Organizations are regarded as social instruments, embedded in a wider cultural 
context, where not only goods and services are produced, but distinctive socio-
cultural qualities are also produced as a by-product (Smircich, 1983). Industry 
practitioners have focused on adaptive mechanisms within organizations that serve 
as a means to evaluate values and norms under which employees operate. The 
human resources are an element in the resource portfolio of an organization, which 
is considered important in a culture. With the help of such adaptive mechanisms, a 
culture may become more receptive to facilitate the realignment of the entire 
organizational system towards an anticipated configuration (Smircich, 1983). 

In industry, professionals use various terms instead of culture, such as 
engagement, empowerment, or resilience. All such terms, especially employee 
engagement, focus on understanding and improving the organizational culture (c.f. 
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Mishra et al., 2014). It can be said that there is a visible link between culture and 
organization because many researchers have recognized organizations as culture-
producing phenomena (Tichy, 1982; Martin & Powers, 1983). 

Within an organization, culture is seen as a social or normative glue, which 
binds the organization together and expresses the values and beliefs shared by the 
employees (Smircich, 1983). Scholars have defined organizational culture as ‘a 
pattern of beliefs and expectations shared by organization members’ (Schwartz & 
Davis, 1981, p. 33) or ‘some underlying structure of meaning that persists over 
time, constraining people’s perception, interpretation, and behavior’ (Jelinek et al., 
1983: p. 337). A firm’s sustained superior financial performance has been explained 
by focusing on the managerial values and beliefs within its organizational culture 
(Tichy, 1982). Although the organizational culture is unique to an organization, 
Barney (1986) argues that such a culture-driven performance of one actor paves the 
way for other actors in its network to modify their own organizational cultures. 
However, organizations are connected in relationships within networks, where the 
boundaries of organizations blur and therefore the organizational culture of a 
certain actor influences the relationship between the two actors involved in that 
relationship. Among several typical definitions of organizational culture those 
which are accepted by the vast majority of scholars, are presented in Table 4. 

Table 4. Definitions of organizational culture.  

Author & year of publication  Description of the concept of ‘organizational culture’ 

Deal & Kennedy (1982) The way things get done around here 

Drennan (1992) How things are done around here 

Martin (1992) How things are done around here 

Schein (2010) Collective behavior of people in an organization 

Tilley (2009) Pattern of basic assumptions 

Luthans & Doh (2012) A system of common values that describes people in different 

levels within an organization 

O’Reilly & Chatman (1996) A system of shared values defining what is important, and 

norms, defining appropriate attitudes and behavior, that guide 

members’ attitude and behaviors. 

Driskill (2018) An organizational culture involves the unique way of doing 

things in an organization that are best captured by such 

elements of culture as the history, norms and values of a group 

Denison (1996) A deep structure that resides in the beliefs, values and 

assumptions carried by the group, whose interactions reproduce 

a symbolic world of stable culture at a workplace.  
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Author & year of publication  Description of the concept of ‘organizational culture’ 

Barney (1986) A complex set of values, beliefs, assumptions, and symbols that 

define the way in which a firm conducts its business 

  

This study takes the definition of culture as ‘a system of shared values defining 
what is important, and norms, defining appropriate attitudes and behavior, that 
guide members’ attitudes and behaviors’ (O’Reilly & Chatman, 1996, p. 160). A 
more recent study adds to the description that the links between human interactions 
and tangible symbols become a prerequisite for its existence (DiMaggio, 1997). In 
light of these descriptions, the concept of the organizational culture focuses on the 
practices an organization adheres to in terms of organizing its day-to-day activities 
as well as its communicative routines (Driskill, 2018). This definition insinuates 
that culture of an organization defines its relative members including key suppliers 
and defines how this organization would interact with them.  

Organizational culture, either static or dynamic, is based on its members’ 
collective understanding of the way people think and act in the organization. It is 
proposed that an organization’s actions and subsequent outcomes are directly 
related to its culture. For example, within the supply chain management literature 
the notion that the effectiveness of inter-organizational relationships considerably 
influence an organization’s actions and possible outcomes has attained noticeable 
attention (Cooper et al., 1997). 

When it comes to relationship management, Crosby et al. (1990) propose that 
organizational culture is comprised of specific internal characteristics; competence 
and behavioral tendencies. Some organizations have a culture that nurtures existing 
relationships (Woodside, 2010). Such internal cultural characteristics become 
important for the effective management of inter-organizational relationships, 
enabling an organization to materialize more benefits than just financial ones from 
its external relationships (Beugelsdijk et al., 2006). 

An organizational culture helps develop trust-based bonds between partners as 
they relinquish some degree of individual control within inter-organizational 
relationships (Saxton, 1997; Butler, 1991; Mohr & Spekman, 1994). An external-
orientation as a cultural dimension leads to longstanding inter-organizational 
relationships because it allows a firm to focus on stakeholder value instead of its 
own interests (Hofstede, 2001). This can be exemplified by the benefits of joint and 
boundary-spanning activity execution between partners, where the objective is to 
enhance alliance capabilities and achieve mutual benefits (Walter, 1999). Kale et 
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al. (2002) argue that organizational culture is important for successful inter-firm 
alliances as it influences the ability of a firm maintain successful inter-
organizational relationships. 

Maintaining close interactions with one’s suppliers and customers reflects the 
core values of organizational culture related to customer service and satisfaction 
(Barney, 1986). Peters & Waterman (1982) note that such closeness provides a 
direct means to financial benefits through productivity and innovativeness through 
people, joint product development and timely market information. Woodside (2010) 
highlights that some organizations resist embracing new relationships because there 
could be some inertia in their culture against adaptation to new processes or the use 
of new technologies. 

Within inter-organizational research, trust is seen as an essential component for 
developing fruitful B2B relationships as well as for enhancing joint performance 
(Doney et al., 2007). This refers to the expectations of a partner firm that the verbal 
commitments or written statements of the other are reliable. In B2B relationships, 
trust and commitment positively influence the inter-dependence of both partners in 
terms of collaborative communication and exchange performance (Palmatier et al., 
2007). In such inter-dependent B2B relationships, trust leads to cooperation and 
loyalty (Geiger, 2015). 

An organizational culture influences firm’s strategy and goals for resource 
acquisition because it acts as a coordinative function (Salvato, 2009). It focuses on 
the value of flexibility and helps the organization to accept deviations from its 
existing business processes. Valuing flexibility and having an external orientation 
help the firm deal with uncertainty and adapt to the external changing environment 
and implement new business processes (Ahmadi et al., 2012). In Schein’s words 
the potential strength of an organizational culture is relative to how it deals with 
external adaptation. Within a unique developmental culture where members have 
autonomy, individuals generate ideas, recognize opportunities, and implement 
changes in its processes (Büschgens et al., 2013). 

The analysis of the organizational culture is considered significant in terms of 
the organizational effectiveness, ethics, and the development of its employees 
(Driskill, 2018). With the help of the theoretical basis of resource and network-
based approaches, this study examines organizational culture as one of the possible 
relationship alignment mechanisms, thus offering a more comprehensive 
explanation of a resource portfolio-based alignment of outsourcing relationships. 
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4.5 Outcome of aligned relationships  

In light of the literature discussed in the previous section, it can be concluded that 
an inter-organizational relationship alignment is essential for organizational-level 
performance and for the overall success of the outsourcing arrangement. Alignment 
reflects a desirable condition (Avison et al., 2004) considering customer-supplier 
relationships and desirable mutual benefits and value (Corsaro & Snehota, 2011). 
The customer and supplier become involved in the pursuit of relationship alignment 
to achieve beneficial outcomes, such as cost reductions, financial leverage, fixed to 
variable cost conversion, reductions in the size of the balance sheet, operational 
quality, capacity, flexibility, response and performance, focus on core business, and 
core competencies. Accessing external resources and competencies increase the 
firm focus on fewer activities and promote risk reduction or risk sharing. 

The alignment of outsourcing relationships with a company’s strategy can be 
viewed from various perspectives. In terms of cost, outsourcing relationships need 
to be developed so that they provide opportunities for cost effectiveness via 
resource utilization, integrated operations, and process standardization (Cohen & 
Roussel, 2005). In terms of innovation, the outsourcer and the supplier jointly re-
define and re-design the business operations around the outsourcing arrangement, 
in which processes, resources and information are integrated between the actors 
(Cohen & Roussel, 2005). In terms of quality, an outsourcing relationship should 
foster the transfer of knowledge and information from the outsourcer to the 
outsourcing partner, so that quality assurance and control can be performed for 
newly re-designed operations at multiple stages for example during purchasing, 
manufacturing, assembly and before delivery. 

The alignment of outsourcing relationships has an effect on the operating-level 
performance in terms of improved service levels and reduced costs, thus affecting 
the competitiveness of overall business (Sinkovics et al., 2018). Joint engagement 
in the implementation of the operations brings greater value for both actors by 
creating new knowledge and specialized skills (Aarikka-Stenroos & Jaakkola, 
2012). Similarly, aligning production planning can reduce safety stock holding and 
enhance responsiveness and material flows. For example, this occurs with vendor 
managed inventories (VMIs), where the supplier takes the responsibility for 
controlling the inventory for the outsourcer. Through customer-supplier work 
synchronization, the outsourcer becomes aware of the supplier’s inventory level 
and the supplier gets the latest information on the production schedules. This is one 
way to develop supplier partnerships which result in inter-firm process integration 
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(Harrison et al., 2014). Benefits of the relationship alignment largely include 
improvements in process execution and overall performance of firm-level 
operations (Ellinger, 2000; Ellinger et al., 2006). 

Collaboration in the supply chain helps to develop firm-level processes to 
organize and integrate internal and external resources and create customer value 
(Fawcett et al., 2012). A focus on value creation with efficient resource 
management enables a firm to meet its customers’ requirements (Sheth et al., 2000). 
This notion is consistent with the tenets of the RBV on how the way firm integrates 
its resource elements to indicate its distinctive performance (Teece et al., 1997, 
Barney, 2001). 

4.6 A priori model of the study  

The concept of alignment is important throughout this study. Having established 
the theoretical anchors in the resource-based and industrial network views, this 
study defines an outsourcing relationship as a resource and competence acquisition 
strategy based on purposeful interaction that focuses on the combination, 
integration, and utilization of resource elements contributed by a focal firm and its 
partner. This study adopts a process perspective on the alignment of outsourcing 
relationships involving ‘what’ is being aligned and ‘how’ it is being aligned by the 
actors in a dyadic relationship. Having adopted a process perspective, this study 
defines the alignment of relationship as a timely and harmonious association 
between mutually supporting actors. Furthermore, within the process perspective, 
the alignment is considered to be a part of an integrated decision process on a 
relationship level to achieve mutual benefits and value. Prior relationship alignment 
research suggests that being specific about the level of analysis is critical (Wassmer 
& Dussauge, 2011). This study addresses the alignment of B2B relationships on a 
dyadic level but also acknowledges the phenomenon beyond a dyad where a focal 
firm is connected with more than one outsourcing partner. 

The a priori model (see Figure 8) of this study has six components. The RBV 
and INV are the main theoretical foundations. The aim of the study warrants these 
theoretical starting points. The RBV hierarchy encapsulates resources, processes, 
people, and competence. It focuses on internal capabilities of a firm in an 
outsourcing relationship. Besides, when combined within INV, the three layers of 
the ARA-model, provide a holistic view of the outsourcing relationships. The inter-
organizational coordination of activities connect the actors within and between 
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outsourcing firms. The resource and relationship arenas provide the basic 
theoretical foundation of the study. 

Fig. 8. The a priori model of the study. 

In this study, the main theoretical lens is a resource portfolio approach that 
views the outsourcing relationship as a resource and competence acquisition 
strategy between a customer and its supplier in a supply chain. The elements in the 
resource portfolio include assets, capital, technology, processes, people, 
competence, and capabilities of an actor. The resource portfolio model is a useful 
additional theoretical framework that combines both the RBV and INV 
perspectives in this study. The resource portfolio model, as depicted earlier in 
Figure 5, provides a useful frame to organize different types of resources that are 
explored in this thesis. The resource portfolio approach in this study is novel 
because it helps in reaching and organizing resource elements possessed by actors 
in this triadic setting. It is a kind of helping structure or conceptual model towards 
organization of various physical, financial resource elements and competence in 
the context of customer-supplier outsourcing relationships. 

Furthermore, in line with the aim of the study, four mechanisms including 
process standardization, control, coordination and organizational culture are 
studied in triadic contextual setting. Each mechanism has unique characteristics 
within organizational setting. This study explores the influence of these 
mechanisms on the resource portfolio-based alignment of outsourcing relationships. 
Hence, the relationships are the affected entity, and the mechanisms are the 
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affecting entities. This study attempts to answer the question of how mechanisms 
influence resource portfolio-based alignment of relationships in a triadic 
outsourcing arrangement to achieve desired outcomes. 

As shown in Figure 8, the a priori model of this study is evaluated empirically 
using a case study analysis to further explore the phenomenon under investigation. 
The constructs introduced in the model need to be understood in the light of the 
collected data and through a qualitative research technique. The operationalization 
of the model, using a suitable research design and empirical techniques, provides a 
means to establish validity and to gain insight pertaining to the alignment of the 
outsourcing relationships, thus fulfilling the objective of this study. 

4.7 Summary  

This study takes a process view of alignment and defines alignment as an ongoing 
process of timely and harmonious association between mutually supporting actors. 
The study takes into consideration production-based processes in terms of a set of 
logically related tasks to achieve clearly defined business objectives. The study 
considers process standardization as an administrative mechanism and investigates 
traditional process standardization as well as the standardization of work, output, 
and skills as the three categories of standardization. The study takes a view of 
organizational or management control as a regulatory mechanism or as a critical 
function, with which an organization or any given department of an organization 
can be managed to achieve its objectives. Organizational coordination is seen as an 
administrative tool encompassing mutual adjustment and direct supervision for 
achieving integration between different units within an organization; while 
organizational culture is viewed as a social or normative glue, which binds the 
organization together and expresses the values and beliefs shared by the employees. 

With the help of the theoretical basis of resource and network based approaches, 
this study examines the above possible B2B relationship alignment mechanisms 
and their influence on inter-organization relationship alignment, thus offering a 
more comprehensive explanation of the resource portfolio-based alignment of 
outsourcing relationships. 
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5 Research design 
Having discussed the theoretical premise and central concepts used in this study, 
this chapter outlines the chosen philosophical viewpoint and introduces the 
methodological choices made to explore the phenomenon of alignment of business-
to-business relationships. Philosophy guides the design of scientific research, hence 
it is considered an important aspect in social science research (Burrell & Morgan, 
1979). The choice and selection of the research philosophy needs to be clearly 
stated and justified by social science researchers (Lincoln & Guba, 1985). The 
methodology for this study has been specifically developed to explore the 
phenomenon and to answer the research problem in the best possible manner 
(Gilmore & Carson, 1996). This chapter outlines the key tenets of the critical 
realism approach with its main ontological and epistemological assumptions in 
relation to this study. It explains the research process, case study research strategy, 
and presents a description of the case. The data collection method and analysis 
strategy are also presented.  

5.1 Ontology, epistemology, and research philosophy 

The philosophical study of the nature of the reality around us or the way this reality 
is observed is referred to as ontology (Eriksson & Kovalainen, 2008). Ontology 
focusses on the assumptions pertaining to the specific essence of a certain social 
phenomenon. Ontological assumptions can either be approached in an objectivist 
or subjectivist manner. In the objectivist approach, realists view the social world as 
a tangible structure that exists independent of human beings; while the subjectivist 
approach advocates the opposite that the concrete social structure external to human 
beings does not exist (Burrell & Morgan, 1979). Based on the purpose of the 
research, this study leans on the subjectivist ontological position (Järvensivu & 
Törnroos, 2010), that the actions of certain actors are influenced by the manner they 
view organizational relationships. Thus, it is important to consider the human 
understanding of the phenomenon under investigation. 

Epistemology is the study of knowledge that addresses the questions related to 
the necessary and sufficient conditions of certain knowledge, its sources, its 
structure and its limits (Steup, 2005). The epistemological orientation of a study 
sheds light on the relationship between the researcher and what could be known 
(Guba & Lincoln, 1994; Denzin & Lincoln, 2000). The epistemological concerns 
of a study discuss the types of obtainable knowledge and ascertain how to 
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understand and communicate the assumed reality of the social world to an audience. 
According to Burrell & Morgan (1979), epistemological thoughts can be classified 
as positivist and anti-positivist perspectives. Investigations within the positivistic 
approach seek to explain and predict the development of social world through 
prevailing inherent regularities and possible causal relationships among its certain 
constitutive elements. By contrast, inquiries within the anti-positivistic approach 
do not observe social phenomena and advocates that social phenomena can only be 
understood from within by the individual human beings who are involved in the 
phenomenon under investigation (Burrell & Morgan, 1979). This study considers 
that knowledge pertaining to the organizational relationships exists through social 
actors (Eriksson & Kovalainen, 2008) and thus takes an anti-positivistic approach 
or a subjective epistemological position (Denzin & Lincoln, 2000). This study 
focusses on various ways in which social reality pertaining to the alignment of 
relationships, as a topic of empirical inquiry, is perceived and constructed by actors, 
both individually and collectively. 

The ontological (theory of being) and epistemological (theory of knowledge) 
orientations reflect the researcher’s basic system of belief, i.e. the assumptions 
related to the nature of the knowledge and social world (Collis & Hussey, 2003). In 
line with the research axiology, i.e. the desired values and goals, research is 
implicitly or explicitly anchored in certain assumptions about the nature of the 
social world (Burrell & Morgan, 1979), which drives the methodological choices 
of the research being undertaken (Easton, 2010). Such a researchers’ worldview is 
known as a research paradigm and directly influences the methodological choices 
and approach (Guba & Lincoln, 1994). Researchers need to justify their selection 
of research design based on the chosen research paradigm (Lincoln & Guba , 1985).  

5.2 Research paradigm 

A research paradigm represents our thinking about the social world, thus without a 
reference to such paradigm the actions we take cannot occur (Lincoln & Guba, 
1985). The research philosophy of this study adopts a research paradigm of critical 
realism or a critical realistic worldview with associated basic assumptions of reality 
and knowledge. Describing the ontological assumption of critical realism, Easton 
(2010) posits that ‘a real world exists independently of our mind and that our 
knowledge of this world is fallible and based on theory; however, reality is viewed 
to be socially constructed and contextual’. The critical realistic position emphasizes 
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the existence of reality, while focusing on the relativity of our knowledge of it, as 
always being dependent on the theory (Aastrup & Halldorsson, 2008). 

As Bhaskar (1998) suggests, the only way the social world around us can be 
changed is through our understanding of the structures that generate certain events 
and discourses. This exploratory study is likely to benefit from this type of 
approach. Having adopted the philosophical stance, the exploration of the 
phenomenon is supported by the critical realistic approach, where questions like 
‘What makes it happen?’, ‘What produces, generates, creates or determines it?’ or, 
‘What enables or leads to it?’ are addressed (Sayer, 1992, p. 104). Answering such 
questions highlights the realist causal explanation allowing us to make such 
tendencies visible in which entities, causal powers and mechanisms play a key role 
without acting as predicators (Elster, 1998), as the object of activity is viewed as 
open-ended and evolving. 

According to Ryan et al. (2012), the critical realistic stance has gained 
considerable attention in recent years, where it has been applied in several studies 
investigating business relationships. Considering such relationships as social 
structures, this approach suggests that the structures have causal powers (Archer, 
1995). The temporality drives the understanding of the underlying mechanism of 
such social structures in which individuals and social parties are interrelated over a 
period of time (Araujo & Easton, 2012; Havila & Wilkinson, 2002; Medlin, 2004; 
Peters et al., 2013). These relationships are developed overtime and ambulate or 
constrain what individuals and organizations can do while being part of a certain 
relationship or network (Storbacka & Nenonen, 2009). 

Abstract elements in people’s minds, create reality that prevails independent of 
any one person (Magee, 1985). Since phenomena are socially constructed through 
the meanings given to them by the individuals (Welch et al., 2011), therefore one 
needs to capture the stories from these individuals in order to address the 
understanding of the phenomena. One possible way is to arrange thematic 
interviews during which they can discuss their own experiences and describe the 
objects and events as well. It is however, noticeable that a participant’s perception 
cannot be considered as a reality in itself, rather ‘a window to reality through which 
a picture of reality can be triangulated with other perceptions’ (Perry et al., 1999, 
p. 18). The causal explanations surface from an exploration beyond the realm of 
the observable instead of stemming from gathering observations (Collier, 1994). 

In this study, individuals’ experiences and perceptions pertaining to 
organizational relationship alignment create a social reality, part of which is 
accessible to the researcher through empirical observations. As the underlying 
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mechanisms are exposed through the researcher’s own thoughts and perceptions, it 
makes the researcher an essential part of the knowledge creation process (Easton, 
2010). Data from multiple individuals brings forward dynamic and contrasting 
views on the phenomenon under investigation. 

5.3 Abductive research process 

According to the model proposed by Ryan et al. (2012), an abductive strategy of 
inquiry is suitable while collecting data when a critical realism perspective has been 
chosen. In the business relationships context, the model enables a researcher to 
ascertain events leading to the nature of causal mechanisms including human 
perceptions, decisions and actions, and the consequences of mechanisms on 
relationships. Dubois & Gibbert (2010) posit that an abductive strategy allows the 
interplay between theoretical assumptions and empirical observation, making a true 
back and forth dialogue possible between conceptual and empirical inquiry. It 
makes researcher’s own interpretations and understanding of phenomenon central. 

This approach acts as a dialectic interaction between empirical and theoretical 
insights to find new things while exploring the phenomenon under investigation 
(Dubois & Gadde, 2002). The theoretical anchorage provides a pre-understanding 
of the phenomenon, which makes it possible for a researcher to understand and 
interpret collected empirical evidence devoid of any restrictions set by previous 
theoretical views (Strauss & Corbin, 1998). In fact, within this process as the 
research goes on, the researcher switches between inductive and deductive paths. 
Nevertheless, this process is not a mixture of deductive and inductive approaches, 
it rather gives freedom to the researcher as the research proceeds. that is it allows 
continuous movement between the empirical world and a model world (Dubois & 
Gadde, 2002, p. 554). 

Generally, the research in the logistics domain is interdisciplinary (Kovacs & 
Spens, 2005) due to the fact that its current state stems from various scientific 
streams and is often influenced by economic and behavioral perspectives. Similarly, 
according to Gammelgaard (2004), research in logistics has and shall continue to 
receive several benefits from the use of different methodological approaches. In 
particular, the abductive research process has been recommended by Kovacs & 
Spens (2005) for conducting research in logistics. This exploratory study follows 
an abductive strategy of inquiry that revolves around existing theoretical 
assumptions and empirical evidence to first develop an a priori model and later a 
posteriori model. In this manner, the research process is guided by the theoretical 
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and empirical understanding of the phenomenon. The research process of the study 
with an abductive reasoning approach is presented in Figure 9. 

 

Fig. 9. The abductive research process of the study.  

The research process of this study is mainly driven by the researcher’s practical 
experience and theoretical interest in B2B outsourcing relationships in the logistics 
and supply chain context. The researcher has worked for several years in this field. 
The researcher attained a master’s of science degree in the field of contracts and 
commercial management focusing on inter-organizational relationships. The 
completion of these specialized major studies and review of the literature during 
the initial doctoral training phase provided the theoretical stepping-stones to view 
business relationships from resource-based and industrial network perspectives. At 
the same time, the researcher came to know about the need for empirical research 
in the area of outsourcing relationships in logistics and supply chains through an 
extensive review of published articles in top quality academic journals. The 
concurrent completion of major studies and discussions with doctoral training 
supervisors resulted in refinement of the research topic and main research questions. 

In this study, the theoretical underpinning and empirical evidence is 
systematically combined throughout the process. The initial pre-understanding of 
the phenomenon was provided by the core theoretical perspectives as the theoretical 
premise, and this remains visible throughout the research process. Based on the 
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core theoretical assumptions, the conceptualization of business relationships was 
developed keeping in view of the lens of the study. The main research question was 
initially written, and the scope of study was tentatively drawn to ascertain the best 
possible empirical sources to initiate the data collection. 

The empirical data was collected in several stages during the research process. 
Thus, each new set of empirical evidence provided means to refine and update the 
theoretical understanding and conceptualization. Having collected the initial data, 
the researcher narrowed the focus of investigation on the resource portfolio-based 
alignment of B2B relationships. The literature was reviewed to identify the 
resource elements in light of the initial evidence from the data. The additional 
theoretical concepts were included in the scope of literature review based on the 
empirical elaborations on the research phenomenon. Further empirical data was 
collected during the research process, which helped refine the theoretical concepts 
related to the alignment of relationships. 

The research process of this study can be divided into three main phases. Each 
phase provided the foundations for the next one. The first phase was carried out 
during 2014, which encapsulates the completion of major studies and drafting the 
working title and questions of the study. During the first phase, an extensive 
literature review was carried out. Two main theoretical perspectives were selected 
to view the business relationships. In the second phase, sequential and overlapping 
research interests were developed. The empirical data for the study was collected 
during the second phase of the research process. Semi-structured interviews with 
selected informants from three case companies were conducted. This abductive 
strategy helped the researcher identify the literature that could provide theoretical 
support to move ahead in the process. 

During the third phase of the study, the author had already attained substantial 
empirical evidence and had developed a theoretical understanding of the main 
concepts. The author became familiar with the informants’ responses and was able 
to connect them with each research interest to conclude the study. The author keenly 
followed the research process and entered the final stages to highlight the 
theoretical contributions as well as managerial implications. Further, it is to be 
noted that the author has prepared and presented three full papers in international 
conferences. In this way, valuable feedback was received on the research from 
reviewers and comments from audience/chairs during conference presentations, 
which provide clarity about the important aspects of theory as well as improving 
the overall quality of the studies. The research as a whole evolved during the 
process including arranging interview rounds as well as presenting research at the 
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conferences. As a whole, these avenues provided a means to improve the research 
focus and depth in this study. 

5.4 Qualitative research design 

Qualitative research opens up avenues to identify generalizable patterns which can 
address important questions in the strategic management field. Qualitative 
empirical methods investigate phenomena to generate new insights that can be 
impossible to capture using only quantitative methods (Bettis et al., 2015). A 
qualitative case study with data collection method involves the respondents’ own 
experience, belief and insights that help eliminate uncertainties (Ellstorm & Rehme, 
2016). The main benefit of using a qualitative research design is that it allows the 
researcher to capture the closest possible recognized reality from the widest 
possible examination of the concepts (Guba & Lincoln, 1994). Additionally, an 
empirical data collection methodology within a qualitative research design brings 
the researcher closer to understanding the phenomenon under investigation. The 
use of this method allows the researcher to explore and understand the phenomenon 
based on rich descriptive data (Doz, 2011; Ghauri, 2004). 

In this study, the alignment of relationships is explored in qualitative terms, 
with an emphasis on the socially constructed nature of the real world through an 
inquiry of how social experiences are created and given meaning (Denzin & 
Lincoln, 2000). This design enables the collection of the empirical observations, 
which not only ensure a deeper understanding of the B2B relationship alignment 
but also assign meanings to the data collected. The abductive strategy of inquiry 
supports this research approach. The research design of this study is presented in 
Figure 10. 
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Fig. 10. Qualitative research design of the study.  

5.5 Case study method 

By definition, a case study is an ‘empirical inquiry that investigates a contemporary 
phenomenon within its real-life context, especially when the boundaries between 
the phenomenon and context are not clearly evident’ (Yin, 2003, p. 13). According 
to Creswell (2013), a case study is a qualitative study to explore a real-life 
contemporary bounded system (case) or systems (cases) using rich empirical data 
from multiple sources. This method is seen as a learning process in which the case 
study becomes a product of learning (Ghauri, 2004). It facilitates the advancement 
of learning by understanding, thus offering new insights about a specific 
phenomenon. It is suitable for a small number of social entities or situations about 
which data are collected using multiple sources of data and developing a holistic 
description throughout an iterative research process (Easton, 2010, p. 119). 

Taking advantage of the iterative phase of this approach, this study combines 
conceptual and empirical observations (Dubois & Gadde, 2002). Easton (2010) 
emphasizes that the case study method suits research which has a critical realistic 
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perspective. Since the phenomenon under investigation is complex, a case study 
research with rich empirical data seems the best approach to explore it (Yin, 2003). 
Generally, a case study method is executed either as a single case study (e.g., Yin, 
2003) or as a set of multiple case studies (Eisenhardt, 1989). There is an ongoing 
debate in the management field on the methodological rigor of each approach, 
nevertheless, both approaches are widely applied in business and management 
studies (Ravenswood, 2011). This study follows a single case study approach that 
offers an in-depth understanding of the phenomenon to its audience (Dyer & 
Wilkins, 1991). In this study, the case is an empirical example of a relationship 
between two independent organizations. 

The case study research approach is widely acknowledged in the social 
sciences and management studies (Aastrup & Halldorsson, 2008). Additionally, 
researchers in logistics and supply chain management fields prefer case studies and 
interviews (Larson & Halldorsson, 2004) as an approach to scientific inquiry. This 
approach provides an inherent flexibility to the method, helping researchers 
produce a nuanced view of reality. It is well suited to generating context-dependent 
knowledge (Flyvbjerg, 2006). According to Yin (2003) the researcher's desire to 
understand complex phenomenon drives the distinctive need to conduct case study 
based research. According to Johnston et al. (1999), the inherent flexibility of this 
method is advantageous for studying B2B relationship alignment. 

There is a common weakness in this method in terms of lack of selectivity 
(Dubois & Gadde, 2014), where a researcher can select only what seems interesting 
from the empirical evidence. In order to overcome this weakness, the 
conceptualization of the research in this study is anchored in existing theories, 
keeping the focus of the investigation on the core aspects of the phenomenon. 
Secondly, since case studies have been criticized as lacking pragmatism (Easton, 
2010), sufficient contextual and empirical evidence has been furnished to validate 
the audience’s evaluation of the study (Ruddin, 2006) and to provide justification 
of the valid interpretation of the findings. The case study method with sufficient 
qualitative data from various informants, as is the case in this study, provides a 
means for investigating a bounded system through triangulation (Johnston et al., 
1999). 

Yin (2003) posits that this approach is particularly applicable while exploring 
how type of questions and when the operational links under investigation are spread 
over time. Similarly, this study focuses on how alignment is achieved between 
actors in an outsourcing type of relationship over a period of time (Easton, 2010). 
This strategy suits the investigation of an ongoing phenomenon, which cannot be 
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separated from its real-life context (Yin, 2003). This recommendation is yet another 
justification of selecting case study approach. 

5.6 Focus of analysis 

The present study mainly explores resource portfolio-based alignment of 
outsourcing relationships. Thus, the focus of the analysis is on the alignment of 
relationships in an empirical logistics outsourcing context (CC-LSP-CM triad). 
Three relationships have been analyzed in this specific triadic setting. Each 
relationship (CC-LSP, CC-CM, and LSP-CM) is a part of this triad. Some are more 
strategic business relationships and some are more operational in nature. Since the 
focus of the analysis is on relationships in this triad, all three different relationships 
belonging to the same triad are analyzed separately as part of the study. 

While discussing the integration of resources between customer and supplier, 
Araujo et al. (1999) posit that both the customer and supplier contexts are to be 
taken into consideration. In line with main research objective, this study uses both 
a customer’s and both suppliers’ perspectives for analyzing the resource portfolio-
based alignment of the outsourcing relationships. It should be noted that the key 
focus is on the alignment of relationships and not on the resource portfolios as such. 

5.7 Case description 

This study is based on a single case-study design. A case can be considered as an 
example of a phenomenon. In this study, the phenomenon under investigation is the 
alignment of B2B relationships. It is a single case study design because there is one 
single triadic setting and three relationships are analyzed within this setting. In this 
triad, there are three actors who are engaged in a networked business model, based 
on an outsourcing arrangement. Relationships are analyzed separately but they 
belong to the same triad. All the corners of the triad are well-known representatives 
of the industry, which consequently served as the main selection criterion for 
inclusion in this study. The case relationships were established several years ago 
and are still active. Each actor has a specific portfolio of resources. This 
arrangement and its context are suitable to study the resource portfolio-based 
alignment of an outsourcing relationship. The particular description of each actor 
is presented hereunder. 

The customer company (CC) has been in the business of manufacturing heavy 
duty industrial machinery for environment and waste management since 1971. The 
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head office of the company is situated in Jyväskylä. In 1995, when the present CEO 
joined, it was considered a rebirth of the company. The CC rolled out the last two 
machines in 1998 from its own manufacturing and assembling facilities. It became 
a manufacturing company without any actual physical factory, workshop, 
warehouse, or an assembly plant. Hence, it procures all required manufacturing, 
assembly, and logistics services from its main service providers through 
outsourcing arrangements. The CC has outsourced its entire logistics operations for 
a turn-key solution to its logistics service provider. The CC owns a well-known 
brand in Finland and its machines are exported to many countries around the world. 

The logistics service provider (LSP) is one of the largest logistics service 
providers in Finland. It is a family-owned company established in 1937 in Finland. 
The head office is in Oulu and a central office is in Jyväskylä. Its main business is 
providing transportation services to its customers. It has terminals, which are 
located in various cities in Finland to provide storage facilities and distribution 
services. The LSP has established a country-wide general cargo transport network 
by forming a strategic alliance with one of the biggest global logistics service 
providers in the world. By developing this nation-wide cargo service, the LSP has 
extended its business area to offer more value added services than just 
transportation. Another area of business, where the LSP has extended its services 
to end-users is to home appliance retail stores. The LSP not only provides 
transportation of the appliances but also the installation and removal of the old ones 
along with the packaging materials. 

The contract manufacturer (CM) is part of an old group of companies in 
Finland, which was established in 1924. The group imports various mechanical and 
electrical components, mainly from Europe to Finland, to be used in local 
manufacturing industries. The CM is the biggest company in the group in Finland 
and is located in the Tampere region. It was established in 1960. The CM has a 
turnover of around 28 Million Euros. It has two facilities at nearby locations, which 
cover a built up area of around 20,000 square meters. The CM is in an outsourcing 
relationship with the CC and provides engineering, manufacturing, assembling and 
quality assurance related services. Then CM produces a variety of industrial 
machines, mobile equipment, large steel frames, structure carriers, rock pressure 
equipment, drilling equipment, specialized mobile launching platforms, frame and 
bar lifting machines, chassis, booms etc. for business customers, who belong to a 
variety of industries including the waste management, steel construction, rock-
wool, concrete, mining, forestry, mineral and petroleum industries. There is a fourth 
actor in the network, however it is not considered in this study. 
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5.8 Data collection and analysis 

A purposeful selection of respondents was made to ensure rich and in-depth 
empirical information for the study (Sandelowski, 2000). In order to meet this 
criterion, this study targeted informants from each participating organization. The 
researcher employed semi-structured interviews for the collection of empirical 
evidence from various selected respondents. According to Daniels & Cannice 
(2004), this kind of research strategy suits an exploratory study. The literature 
review and researcher’s own experience guided the drafting of the interview 
guidelines as well as governing the discussion with each respondent during the 
interviews (Eisnehardt, 1989: Yin, 2003). An interview guideline was sent to all 
respondents (see Appendix 2). The interview guidelines varied with some minor 
changes depending on respondent’s position and organization. 

Following Eisenhardt’s (1989) recommended procedures, in the first phase of 
the data collection, the researcher contacted the higher management of the 
companies with a clear and well-defined focus. The initial empirical data was 
collected through semi-structured in-depth interviews with the higher management 
of the CC and the LSP. These interviews opened up several discussions on 
numerous aspects of relationship alignment. Several other important informants 
were identified during the first two interviews who could contribute to the study. 
Later, the researcher also got a chance to visit the head office of the CC and LSP’s 
terminal building where actual service were rendered. At a later stage, further in-
depth interviews were conducted with the directors and senior managers of the 
organizations. 

Later, in the second phase of the data collection, the researcher visited the CM’s 
factory and observed the various phases of actual operations related to 
manufacturing, assembly, testing of the machines as well as some of the ready to 
ship machines. During a walking tour, the CM explained all the phases of 
manufacturing. After an in-depth interview with the CEO, CM’s key accounts 
manager provided firsthand knowledge about the operations and allocation of 
resources. 

Through the interview sessions, accounts of the respondent’s personal 
experiences provided the basic building blocks to examine the phenomenon of 
resource portfolio-based alignment. Some open-ended and semi-structured 
questions were used to get a broad coverage of the issues, however the focus of the 
discussion was maintained. Where necessary, supplementary questions were 
included to elicit further discussion. Each interview was steered by guidelines and 
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key points to cover all the key areas. The initial set of question concerned the 
respondent’s own position and general information about the organization. These 
questions were designed to motivate the respondents so that they could participate 
more comfortably in the actual discussion, before delving more thoroughly into the 
specific points related to the phenomenon under investigation. Table 5 shows the 
participants and the organization they belonged to in the sequence of their 
interviews with the researcher. 

Table 5. List of respondents  

Respondent Organization Date 

Managing Director Logistics service provider 10.11.2015 

Chief Executive Officer Customer company 10.11.2015 

Director Operations Logistics service provider 19.05.2016 

Senior Project Manager/Warehouse 

Manager 

Logistics service provider 19.05.2016 

Supply & Sales Support Manager Customer company 20.05.2016 

Purchasing Manager/Key Accounts 

Manager 

Customer company 03.06.2016 

Chief Executive Officer Contract manufacturer 04.11.2016 

The main source of empirical data were the semi-structured interviews with 
respondents from all three organizations. In total, seven in-depth interviews are 
used in this study. The length of interviews was between 60 to 110 minutes. The 
total interview duration is more than 10 hours. These interviews were quite 
comprehensive covering all the related aspects of the phenomenon under 
investigation. Interviews were conducted with the respondents, who are at a very 
high level in the organizations in this triad arrangement, thus enabling the author 
to collect valuable information related to the phenomenon.  

The researcher was responsible for conducting the interviews and following up 
with the respondents. During the process of data collection, the interview 
guidelines were created and updated keeping in mind that the interview would be 
with the top representatives of the organizations. Themes were modified and 
updated after each round of interviews and author received newer information than 
the earlier interview sessions. All the necessary areas related to the scope of 
research were thus covered in a systematic yet sufficiently flexible manner. The 
emphasis was given to the quality and the meaning of the interviews, covering all 
the points in view of the research setting. 
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At the beginning of each interview, the researcher gave a self-introduction and 
briefed all the respondents on the purpose of the interview. Their consent on 
voluntary participation was taken prior to the actual interviews. In order to protect 
the respondent’s identity and confidentiality of the information, this study uses 
pseudonyms and generic terms instead of concrete nouns and numeric. 

With the respondent’s prior permission, all interview sessions were recorded 
for the entire duration of the session and were then transcribed by the researcher. 
Some other secondary data including the company’s web pages, confidential 
periodic reports, and industry-specific statistics for similar customers etc. were also 
used to supplement the discussion related to the core issues during the interview 
sessions. The primary and secondary data helped researcher in triangulating the 
respondent’s view on the core issues (Denzin, 1978; Patton, 1990). 

As recommended by Miles & Huberman (1994), this study applies a qualitative 
data analysis with iterative phases of data reduction, data display and finally 
drawing the conclusions of the investigation. According to Mills et al. (2009), 
iteration in qualitative data analysis means the systematic execution of a sequence 
of tasks in the same exact manner. The data reduction process allows the researcher 
to reduce, transform, and organize the collected qualitative data to codes or 
summary forms and to discard any irrelevant data (Miles & Huberman, 1994). 
Creating tables, charts or any graphical format of the data is referred to as data 
display, which is an essential process in order to draw verifiable conclusions whose 
validity could be examined via reference to the collected qualitative data (Miles & 
Huberman, 1994). 

Later in the process, a content analysis approach (Duriau et al., 2007; Hsieh & 
Shannon, 2005) is used to analyze the data. According to Hsieh & Shannon (2005, 
p. 1278) qualitative content analysis is a research method for the subjective 
interpretation of the content of text data through the systematic classification 
process of coding and identifying themes or patterns. This helps the researcher to 
interpret the meaning from the content of the data (Tesch, 1990). According to 
Weber (1990), the phenomenon under investigation and the researcher’s theoretical 
and substantive interests drive the choice in the specific type of content analysis. 
This study adopts a direct approach to content analysis because it suits the 
investigative focus of the study. This approach is a structured process that helps the 
researcher to conceptually extend, support or validate a theory. With the help of the 
existing literature, the researcher develops a research question and identifies related 
key concepts. These key concepts are defined using the literature, and can be used 
as codes or categories (Potter & Levine-Donnerstein, 1999). 
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The data in this study was collected through interviews with open-ended 
questions and some questions about predetermined areas or categories to probe to 
ascertain the respondents’ experiences. The data transcript was carefully read and 
highlighted without any initial coding based on the first impression of the text if it 
were related to the phenomenon, to capture all possible occurrences of the 
phenomenon and to establish the trustworthiness. Following the process described 
above, each statement was grouped with similar statements. The group of 
statements were organized and assigned to a code accordingly. This helped the 
researcher to find patterns and explanations in the developed codes. Adequate 
attention was paid to any contradictory, unexpected or unusual statements. 

The empirical analysis is supported by interview citations from respondents. 
The steps in the data analysis process enabled the researcher to iteratively link the 
empirical observations to the theory, taking a leap to produce new insights and 
knowledge (Eisenhardt & Graebner, 2007) connected to our prevailing 
understanding of the phenomenon of relationship alignment. In this study, the main 
aim of the data analysis is to provide analytical generalizations (Yin, 2003). 
Secondly, through data analysis, the researcher tried to ascertain the previously 
claimed theoretical assumptions in light of the present empirical evidence related 
to resource portfolio-based alignment of relationships. 

In summary, this study explores the alignment of B2B relationship. The 
methodological underpinnings of the study evolved as the research progressed; 
hence, the research design of this study reflects the epistemological and ontological 
principles throughout the research process. The study applies a qualitative case-
study method using an abductive strategy of inquiry, which encourages an iterative 
dialogue between theoretical assumptions and empirical observations. This study 
avails a triadic case where empirical data triangulation is made within the context 
of the triadic setting. Valuable empirical data is gathered from all three relevant 
corners and sources and the triangulation is achieved with the analysis of all the 
relevant data in this triangular setting from the case. The study achieves its 
methodological objective of transferability of the research findings through 
continuous efforts right from the beginning of the research process to explore the 
phenomenon within its context. 
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6 Empirical analysis  
This chapter deals with the analysis of the data gathered to explore the resource 
portfolio-based alignment of the outsourcing relationship. First, the resource 
portfolio consisting of resources including physical assets, technology and capital, 
processes, people, and the competence of each actor is presented. Then the nature 
and scope of outsourcing relationship between the customer and its two suppliers 
are presented. The working relationship between the LSP and the CM is also 
presented. In the later part of the chapter, an analysis of possible relationship 
alignment mechanisms including process standardization, control, coordination, 
and organizational culture is carried out. The sequence of the analysis of alignment 
mechanisms is influenced by the context of the study. As discussed in the previous 
chapter, the empirical analysis is supported by citations from various respondents. 
These are integrated into the discussion and are indicated in italics. The context of 
the study is considered throughout the process of analysis. The analysis of each 
possible relationship alignment mechanism is carried out for CC-LSP, CC-CM and 
LSP-CM relationships respectively. The outcome of the relationships have been 
identified. 

6.1 The CC resource portfolio  

As can be seen in the citation below, over the years, the CC faced several 
organizational changes, which influenced its resource base.  

“We were a traditional manufacturing company with a factory and an assembly 
facility … [now] we are an example of a networked company where production 
and logistics are outsourced to our partners.” (CEO-CC)  

Having outsourcing relationships with its suppliers, the CC has been serving a wide 
range of business customers from around the world. 

Resources (R)  

The CC’s technology resource base can be divided in two main categories. 

“We have been developing [ERP] as a tailor-made solution to match our … 
and our outsourcing partners’ needs.” (Supply & Sales Support Manager-CC)  
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The first category is the enterprise resource planning (ERP) system that is used to 
support the operations within the organization as well as among its outsourcing 
suppliers. The CC maintains its master data of all the machine items and 
components using its EPR system, which can be seen in the citations below. 

“When we receive an order, we put it in the ERP system. Then our task is to 
manage that everything goes as planned and promised.” (Purchase Manager-
CC) 

 The CC has developed web-based or mobile access for its outsourcing partners, 
which gives them limited access to its ERP system to share information and execute 
various business processes. 

“Our technology and technical details behind the machines are key factors.” 
(CEO-CC) 

The CC also uses a product data management (PDM) system, which is shared with 
the CM to report any missing machine components. Similarly, for the purpose of 
process documentation, the CC utilizes a quality management system (QMS) for 
its internal use. 

“Our machines have a lot of technology. I think we are among the first to have 
this real-time connectivity. We are really in the center position. We have 
network monitoring capability. This data is based on its daily operations.” 
(Supply & Sales Support Manager-CC) 

As can be seen in the above citation, the second category of technology resource is 
related to the performance of the machines. As a standard feature, the CC provides 
intelligent tools for the real-time monitoring of machines. This allows the CC to 
monitor daily operations all over the world. This information is related to the 
preventative maintenance of the machines, so that the machines can be maintained 
on time. The CC generates several kinds of analyses and reports from this data, 
which dealers and end-users can purchase. 

Processes (A)  

As illustrated in the below citation, in line with the CC’s core business area, there 
are several processes related to the research, design, manufacture, and quality of 
the machines. 
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“Coming to the business processes, entire new business model was redesigned 
and negotiated [with] a lot of processes.” (CEO-CC) 

The CC has developed several business processes to execute its operations. These 
processes kick off as soon as an order is received and involve both the LSP and CM. 

“We are managing supplier agreements, negotiations and prices.” (Purchase 
Manager-CC) 

Similarly, there are certain contract management processes related to the selection 
of third party component suppliers. Additionally, there are processes related to the 
purchase and freight arrangements of some of the critical components. The CC also 
takes care of the processes related to the customs duties and financial issues. 

“We take quality standards very seriously in our business. Our partners make 
sure that the quality of the end-products is as expected. We get a full report on 
the quality of the machine as it leaves the factory.” (CEO-CC) 

The CC maintains a diligent check on the quality assurance area. There are several 
processes in place at various stages of the machine production to ensure the quality 
of the end-products. Some of the processes in place are related to the collection of 
the feedback from the end-users. The CC has developed customer-care models to 
maintain close contact with the end-users. 

People (a)  

At present, the CC has a considerably fewer human resources than it had previously. 
There are around 25 employees in the organization who belong to middle and senior 
management roles. The higher management of the customer plays an active role in 
the overall working of the organization especially during the contract negotiation 
and final decision stages. The following citation illustrates this point. 

“We have in-house people who are taking care of engineering, sales or 
purchasing but we are very less in numbers. The network around us is very big 
[it] includes dealers, suppliers, CM, and LSP.” (Purchase Manager-CC) 

These employees work closely with each other, with the outsourcing suppliers and 
third party component suppliers.  
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“There are two people involved but none of them actually [are] a 100% 
resource for [our outsourcing suppliers]. One of them is the person in charge 
of the partnership and the other is managing the accounts.” (CEO-CC) 

By combining its limited human resources with those of its outsourcing partners, 
the CC manages to focus on its core business activities. Using its human resources, 
the CC maintains an active interaction with its outsourcing suppliers. 

Competence (C)  

The CC has core competence in designing the machines. 

“We need to be innovative in developing the business model. Obviously … 
people need to understand what the whole thing is about. It is a long process 
to change the mind-set of individual people to have a completely outsourced 
business model.” (CEO-CC) 

The CC has competence in executing the make-versus-buy decision. This shows its 
willingness to change the way business activities have been carried out and to 
perform them in new innovative ways. The CC has demonstrated competence in 
selecting its outsourcing suppliers through significant in-house evaluation, which 
is considered an important milestone in the development of the outsourcing 
relationships.  

“We did several years of ground work and field studies; finally ended up 
working with [our partners].” (CEO-CC) 

Another competence resource can be seen in the manner in which the process 
documentation has been done in order to transfer knowledge to the outsourcing 
suppliers. The effective utilization of technological resources adds to the CC’s 
competence resource, which supports the operations within and outside the 
boundaries of the organization. 

“I think this responsibility lies within the management that we do for our 
network and especially for this cooperation.” (Purchase Manager-CC) 

The combination of the CC’s competence resource base with those of its partners, 
provides a possible means of achieving the desired outcomes of the outsourcing 
relationships. The citation above illustrates this point. 
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6.2 The LSP resource portfolio  

The LSP’s resource portfolio enables it to provide several logistics-related services 
to its customers, locally and abroad. 

Resources (R) 

The LSP’s resources include physical, technological and capital assets. The 
physical assets included in the LSP’s resource portfolio include commercial 
vehicles and built facilities. As can be seen in the below citations. 

“We’ve a long history of owning our transport fleet.” (CEO-LSP) 

“We consider sub-contractors as our own resources.” (Project Manager-LSP) 

The LSP owns a fleet of commercial trucks, tractor heads and various kinds of 
trailers. The LSP’s own fleet with those provided by its sub-contractors constitute 
the minimum resource level that is maintained throughout the year based on the 
lowest road freight volume to be transported. Additional road freight needs are 
covered by using third party vehicles. The LSP uses the resources of its global 
partner to provide international shipments. 

 “Our warehouse in Jyväskylä works as a terminal for this region.”(Project 
Manager-LSP) 

The LSP has established logistics centers in many cities to provide warehousing 
services to many customers. There are separate storage spaces for fast-moving 
short-stay cargo, for consolidation and re-packing, as well as a special storage space 
for temperature-controlled cargo. 

“We built these two robotic warehousing systems for (storing) small parts in 
our facility.” (CEO-LSP) 

“These robotic systems calculate everything automatically and we get 
information about, which components we need to buy. It is also helping us in 
planning our own operations.” (Project Manager-LSP) 

As can be seen in the citations above. The LSP made a huge investment acquiring 
two automatic robotic storage systems in its warehouse in Jyväskylä. These storage 
systems are used for storing smaller components which are not suitable for storing 
on the built-in shelves. 
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 “We have developed an easy-to-use communication interface on our web site 
for our customers. The communication starts when customer [uses it] to order 
our services.”(CEO-LSP) 

The technology resource of the LSP can be divided into three categories. The first 
category includes ready-made off-the-shelf IT systems. The second category are 
those resources which developed by the LSP’s IT team in collaboration with its 
global partner to cater for their combined needs related to the planning and 
operations of the cargo parcel delivery network in Finland. 

 “Our IT team develops software for planning and handling of our other 
customer solutions for instance a digital ordering system.” (CEO-LSP)  

The third category includes IT solutions that support management and the 
execution of operations for customers with special logistics needs, related to the 
instant digital ordering system. These special customers have been identified in the 
LSP’s ERP system. The ERP and EDI technology resources assist the LSP to make 
adjustments in the scheduling, planning and execution of the deliveries on a day-
to-day basis. 

“Components are in our balance sheet. We replenish inventory.” (CEO-LSP) 

The capital assets act as an important resource base for the continuation of the 
LSP’s operations and for the expansion of its other resources. The LSP uses its 
capital to procure vehicles and additional freight needs. It has been investing in 
buying IT licenses. Using a considerable part of its capital resource, the LSP has 
purchased various manufacturing components and machine spare parts. The LSP 
buys these components, from various suppliers around the world as part of its own 
inventory, hence these components become part of the LSP’s asset base and remain 
on the LSP’s accounting balance sheet until they are sold to the respective 
customers. The citation above illustrates this aspect. 

Processes (A)  

The LSP has developed several processes for smooth management and execution 
of the operations. 

“Our basic transportation and warehousing services are based on standard 
procedures and our staff is quite familiar with those procedures.” (CEO-LSP) 
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In collaboration with its global partner, the LSP has developed processes for its 
local parcel cargo services to individual customers throughout Finland. These 
processes include activities related to import and export shipments. The LSP has 
developed processes related to the consolidation of smaller shipments into large 
one as well as for the distribution of large shipments into smaller individual one. 

 “As part of our daily routine planning, we prepare a list of all in-bound 
shipments of the day and check the available space to get an idea of how much 
work is to be done for the day.” (Project Manager-LSP) 

As can be seen in the citation above, the LSP’s warehouse processes are related to 
the planning and scheduling of the work shifts in terms of sequence and prioritizing. 
There are processes related to the management of in-bound and out-bound 
shipments with respect to the volumes, weights, and sizes of each shipments and 
the details of the shippers and consignees. There are also processes related to the 
sequence of loading and off-loading of the cargo, movement of pallets for space 
management, inventory management, cleaning, and safety of the facility. The LSP 
follows certain processes for purchasing of the industrial components. The LSP 
also follows processes to prepare sub-assemblies and quality checks. 

People (a)  

The LSP’s human resources consist of higher and middle management teams of 
executive directors, managers, supervisors, skilled operators, workers, and sub-
contractors. 

“We need a lot of personnel and staff to take care of warehouse operations. We 
do not face any difficulty, regarding the number of people.” (CEO-LSP) 

There are people with specific expertise related to logistics, freight transportation, 
and warehouse management and operations on the LSP’s pay roll. The LSP’s 
directors stay very close to the actual working environment and participate in the 
negotiations, decision-making, and management of the contracts. Middle 
management takes care of operational issues and advises on the possible solutions. 

“We have been training our supervisors and managers to have knowledge of 
multiple operation[s], so they can take care of several activities.” (CEO-LSP) 

The LSP has developed its human resources so that in the case of any undesirable 
situation, the human resources can be used as a back up to continue operations. The 
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citation above illustrates this argument. Skilled staff is a vital component of the 
LSP’s human resource base as it is responsible to plan, manage, and carry out 
operations with calculated risks and maximum safety. 

Competence (C)  

As can be seen in the citation below, the LSP has provided logistics services for the 
last eighty years. 

“We are capable of providing various logistics services and logistics systems.” 
(Director Commercial-LSP) 

Using its competence resource, the LSP has been provided services to its business 
and individual customers. The higher management drives the organization towards 
achieving the vision and strategy. The middle management has competence in 
evaluating customers’ needs and devising suitable solutions on a case-by-case basis. 

“We have expanded our business area from just regular transportation services 
to other value added services.” (CEO-LSP) 

For its routine operations, the LSP has developed competence related to planning, 
execution, monitoring, and control of all its activities taking place in its warehouse 
and terminals including the calculation of man-house for each customer, inventory 
flow speed, goods occupancy rates, packing and re-packing of pallets, etc. The LSP 
has developed competence in providing special value-added services as well as 
other warehousing operations including consolidations, preparing pre-assemblies 
for industrial manufacturing, and carrying out quality checks. It has competence in 
purchasing, invoicing, and the use of technological resources. It has acquired 
knowledge of industrial components and spare parts. 

“We make sure that the shipments are packed safely and intact. It is an 
important thing for our operations … [shipments] must not be damaged or 
even scratched. This requires training and learning.” (Project Manager-LSP) 

As can be seen in the citation above, the LSP tries to increase its competence 
through knowledge sharing and on-the-job training. It can adjust and re-design its 
processes to meet needs. 
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6.3 The CM resource portfolio  

The CM’s core business is to provide assembly, engineering, and specialized 
production services to local industrial manufacturing enterprises. 

Resources (R) 

As can be seen in citation below, the CM’s resources include physical assets, 
technology and capital assets. The physical assets included in the CM’s resource 
portfolio include two built facilities. 

“Our basic [business] idea is to provide total manufacturing, assembly and 
testing services. There are two divisions; manufacturing [and] engineering.” 
(CEO-CM)  

The manufacturing related services are done at one facility whereas the other one 
is more involved in engineering and specialized welding services. These facilities 
have production plants with several workshops, equipment, machinery and tools to 
provide services related to engineering and production. There are several in- house 
departments including MIG welding, a powder painting line, wet painting, 
assembly lines, mechanical services, hydraulics, electrical assemblies, and 
machining for horizontal boring machines. In the manufacturing department, there 
are 3 independent workshops. Each workshop is divided into three separate sections. 
These workshops are organized and operated according to the customers and the 
nature of the products, which are manufactured and assembled there. 

 “With our [ERP] system, we can follow up all the work.” (CEO-CM) 

The CM has various IT systems in its technology resource base. Besides its own 
ERP system, the CM also has a remote access to the CC’s ERP system. Similarly, 
it has access to some of its group’s IT systems, which it utilizes when needed. The 
CM also has industrial and financial systems (IFS) applications. With the help of 
the IFS applications, the CM follows up on the activities taking place in the 
production facility including manufacturing, purchasing, and finance. The citation 
above illustrates this point. 

“We follow every single operational and component cost.” (CEO-CM)  

Since all the components are coded in its ERP system, the CM keeps a record of 
inventory levels, which are divided into two categories: manufacturing parts and 
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purchasing parts. Using its ERP system, CM can follow its stock value statement 
in six sections including: ready to deliver machines, semi-manufactured machines, 
purchased components, manufacturing components etc. throughout the duration of 
the production process for each individual customer. The CM also has some 
patented technology resources that are used in its own brand machines, which 
allows the CM to monitor the machines in real time. 

“We have 700 different components physically present here at our facility. That 
means these parts are on our balance sheet too.” (CEO-CM) 

The CM’s capital resources are allocated into two sectors. First, for the CM’s own 
brand of machines. Secondly, the CM’s capital resource is utilized for the 
production of machines for its customers. The CM also purchases machine 
components for the CC. The CM keeps a considerable amount of capital in the form 
of the stock value of the working inventory, which is necessary for its ongoing 
operations. These components are purchased using the CM’s capital resource as its 
own assets and remain on its balance sheet. The CM also buys consumables, small 
parts and metal plates from external suppliers using its capital resources. The 
citation above illustrates this point. 

Processes (A)  

The entire manufacturing scope has been divided into manageable processes, which 
are executed by various teams. 

“We have divided the manufacturing and assembling processes into 7 stages. 
So we can follow the whole manufacturing and assembling process of every 
single machine.” (CEO-CM) 

Within each department, these processes are further divided into smaller tasks 
according to their nature and plant requirements. Generally, the CM’s process 
action consists of machine frame welding, frame painting, frame fixing, a pulling 
unit, an operator’s cabin, machine assembly, and testing. 

“We have developed specific process documents, which describe the 
production processes and instructions on how to carry out the activities and so 
on. We have also developed those quality management documents for our 
processes.” (CEO-CM)  
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The CM has developed processes to manage the production planning. The CM has 
a process-based structure for invoicing and financial management. The CM also 
uses a two-box system for controlling its low-value inventories, and utilizes a 
material requirements planning (MRP) system and a re-order point systems for 
purchasing processes when buying services and components from external 
suppliers. 

 “We prepare several documents … 15 to 20 sheets … related to quality 
assurance and quality control.” (CEO-CM)  

As part of the assembly service scope, the CM does a test-run of all the machines, 
for a certain period of time after the production has been completed. The CM 
follows certain processes to carry out some testing activities and to check the 
quality of manufactured machines. There is a systematic process in place, which 
deals with the customer’s claims after sales. The CM takes necessary actions and 
follows such claims according to this process. The citation above illustrates this 
point. 

People (a) 

The CM has many departments including design, purchasing, quality, 
manufacturing, sales, and finance departments. 

“We need quite skilled labors. We have to see the certificates that they can do 
quality welding … according to international standards.” (CEO-CM) 

As can be seen in the citation above, in addition to higher management, there are 
workshop managers. A workshop manager is in charge of the workshop and takes 
care of all related customers and their products. There are several supervisors and 
work-planning engineers in each workshop who mainly form the CM’s human 
resource base. 

Competence (C)  

As a specialist system supplier, CM has gained organizational and managerial 
competences in terms of knowledge and experience required to provide turn-key 
services to its business customers. 

“Work-planning department makes the operational planning.” (CEO-CM) 
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The CM’s foremost competence is related to operational planning including 
capacity and resource planning to meet the delivery schedules, keeping in view 
unexpected design changes and unstable production forecasts. The CM has 
developed its competence to use its technology resources to support and assist in 
following the entire production and assembly processes. The CM’s cost accounting 
and financial management competence enables it to monitor man-hours and 
resource usage in production activities as well as to follow the prices of all parts in 
order to remain competitive. The interaction and management of supplier 
relationships demonstrate the CM’s managerial competence.  

6.4 The scope of outsourcing relationships 

In this sub-section, the nature and scope of the outsourcing arrangement in all three 
relationships is described. The CC has contractual relationship with the LSP and 
CM. However, there is only an operational relationship between the LSP and the 
CM. 

6.4.1 Outsourcing relationship 1: the CC-LSP relationship  

The CC and the LSP are in a contractual outsourcing relationship. 

“[The CC] is a manufacturing company. But [it is] only involved in designing 
of the machines and selling them.” (CEO-LSP)  

During the initial negotiation phase in the CC-LSP relationship, both actors jointly 
agreed to develop a new networked-based business model. Through this newly 
formed relationship, the CC wanted to focus on core business activities. 

“Our arrangement with [the LSP] is more than just logistics.” (CEO-CC)  

This new arrangement required new resource elements and competence from the 
LSP in addition to its traditional resource base. The scope of this relationship was 
closely linked to the CC’s overall business needs. Once the outsourcing relationship 
was implemented, the LSP started to provide typical transportation and 
warehousing services. This initial phase lasted for about one year. 

“[The CC] takes care of all [purchasing] contracts with [component] 
suppliers … directly. We buy [and] bring those components to the warehouse.” 
(CEO-CC)  
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The CC negotiates and finalizes purchase contracts directly without the LSP’s 
involvement. The LSP coordinates with the suppliers and using its own capital 
resources purchases various machine components as its own inventory along with 
providing typical services using its resource base. Presently, the LSP is purchasing 
production components and spare machine parts. The LSP keeps the inventory to 
an agreed level. These components remain on the LSP’s balance sheet until the CC 
sends a purchase order. 

“We take care of all the quality checks and make sure that these components 
are valid for use in [the CC’s] processes.” (CEO-CC)  

However, the LSP is not involved in the purchase and storage of the main heavy 
parts such as the core and body of the machines. These parts are shipped directly 
from an external supplier to the CM’s factory. 

“[Our] ERP system creates a purchase order … so [the LSP] should … pick, 
pack and ship … to the assembly factory.” (Supply & Sales Support Manager-
CC)  

The LSP has remote access to the CC’s ERP system. Using its technology resources 
CC sends a list of required parts to the LSP. The LSP is not involved in the assembly 
planning or actual manufacturing processes, which take place at the assembly 
factory. Once the machines are assembled and ready, it is the LSP’s job to deliver 
them to the respective end-users, mostly outside Finland. The LSP’s scope of work 
ends as soon as the ready-to-use machines reach the doorstep of the end-users. In 
the end, the LSP submits a sales invoice to the CC. It is the LSP’s responsibility to 
deliver the spare parts to the end-users. 

6.4.2 Outsourcing relationship 2: the CC-CM relationship  

As can be seen in the citation below, the CC and the CM are in a contractual 
outsourcing relationship. 

“[The CC has] outsourced the entire manufacturing and assembling of [its 
industrial machines] to us.” (CEO-CM)  

In the CC-CM relationship, the CM takes care of the production and manufacturing 
processes and provides some engineering scope. Most of these machines are 
exported to the United States, Australia and to other countries in Europe. 



110 

“[The CM] buys 10% to 15% of the machine components [including] big and 
heavy ones. [The CM] does not buy any spare parts.” (Purchase Manager-CC) 

Addition to the typical manufacturing and assembling services, the CM uses its 
own capital resource and orders machine components from suppliers from around 
the world. The purchasing negotiations are handled by the CC directly. These 
purchased components become the CM’s assets until sold to the CC. The CM also 
buys consumable welding parts, metal plates and cutting plates from suppliers for 
the production. 

“We are doing a project that requires product development.” (CEO-CM)  

Using its competence resources, the CM provides product development services to 
the CC in order to reduce product costs. The CM has a suitable resource base to 
provide such services as it matches the CC product line and features. 

“We do test run of all the machines. We prepare several documents related to 
quality assurance and quality control.” (CEO-CM)  

After the production, the CM conducts certain test-runs of all the machines for a 
certain period of time before the delivery to ensure quality compliance according 
to international standards. The CM prepares several documents that contain 
important technical data and warranty parameters for the end-users. The citation 
above illustrates this point. 

“At the end, we send an invoice from here to [the CC].” (CEO-CM) 

Once the testing and documentation are completed, the CM makes the machine 
ready for shipment. The CM sells the machines on an ex-works basis, therefore the 
CM needs to agree with the CC about a specific pick up time for the delivery of the 
machine. In most of the cases, the CC arranges the loading through the LSP. The 
CM prepares the delivery notes and hands over the machine to the LSP. 

“Sometimes, the end-user makes a claim. We take actions according to the 
process. If the facts … are correct, we pay the cost to [the CC].” (CEO-CM) 

The CC keeps the CM informed about the performance of the machines. The CM 
keeps track of things via feedback which it receives from the CC in the case of 
mechanical problems or quality issues. The CM provides its opinion on the 
problems and proposes corrective actions. The citation above illustrates this point. 
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6.4.3 Operational relationship: the LSP-CM relationship  

There is no contractual agreement between the LSP and the CM. Having an 
operational relationship in this outsourcing arrangement, both suppliers play an 
important role in the CC’s supply chain. The decision on the individual scope of 
outsourcing services and responsibilities has been made by the CC. There is no 
directly shared ERP system between these suppliers. Nevertheless, there is 
considerable inter-firm communication, which takes place in the LSP-CM 
relationship. The communication occurs at various stages of production process 
and at several levels to coordinate in-bound and out-bound shipments. The CM 
informs the LSP about its production schedules, and in response, the LSP schedules 
deliveries of the sub-assemblies to the CM’s factory. An important aspect of the 
LSP-CM relationship is the accuracy in preparing sub-assemblies, which affect the 
production time in the CM’s workshops for the production of the CC’s machines. 
There are additional deliveries from the LSP for any missing or extra parts, which 
need to be taken care of.  

6.5 Analysis of the alignment of relationships  

The alignment of outsourcing relationships is the key issue in this study. Therefore, 
the focus of the analysis is on all three relationships for each alignment mechanism, 
addressing the question of how the outsourcing relationship is aligned over time 
through the resource portfolios. The analysis highlights the changes in the resource 
portfolio elements over the time dimension covering when the resources were 
created and utilized and when resources are modified, developed, replaced, or 
removed by each actor to possibly align the outsourcing relationship. With the help 
of the collected empirical data, the analysis explores the alignment of the 
relationship to ascertain whether resource portfolio elements need certain 
alignment mechanisms to maintain the alignment. Possible alignment mechanisms 
are discussed for each relationship.  

It is important to highlight that the relationship mechanisms and the resources 
have been evolving in the relationships along the time dimension, thus the analysis 
is carried out to show the past, present and possible future of the relationships. It is 
important to note that the focus on the past, present and future is related to the 
alignment of the relationship and the use of the alignment mechanisms over time. 
An a priori model drives the direction of the analysis. The main themes and the 
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codes within each identified theme are guided by the theory (Appendix 1). The 
manual coding of the data is in line with the chosen analysis approach. 

6.5.1 Process standardization as a relationship alignment 
mechanism  

All three outsourcing relationships are analyzed for process standardization as a 
possible relationship alignment mechanism. Based on the empirical data, the focus 
of the analysis is on the alignment of the relationships over time in each relationship. 

The CC-LSP relationship  

At the outset of this business relationship, both actors had different activity 
structures and portfolios of resources. 

“[The CC] expected us to develop such a cooperation that could bind both 
companies to each other in their processes. We were bound very closely to 
develop these processes.” (CEO-LSP)  

As can be seen in the citation above, in the beginning, the CC expected the LSP to 
provide new ideas and resources to build business in a new way. Both actors were 
interested in cooperation that would tie the resource elements. The processes within 
the logistics structure covered the manufacturing and assembly of the machines. 

“We needed to develop standardized processes … we reviewed all the processes 
and related activities … we wanted to make sure that [the LSP] knew our 
expectation. We worked on step-by-step sequence of activities.” (Purchase 
Manager-CC)  

Along with the resource requirements, the CC also emphasized the process 
standardization in line with business needs. The CC wanted to differentiate the core 
and support activities and link those with the LSP’s processes. It was a challenge 
to make this newly developed cooperation work. 

“The system has been developed one step at a time. It was a joint development 
project … we have developed it together. It was [the CC’s] responsibility to 
provide the correct information so that the automation could work perfectly in 
future.” (Project Manager-LSP)  
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“Our manager was going to [the CC]’s office and [the CC’s manager] was 
here for a couple of months. This was a big help.” (Operations Director-LSP) 

In order to engage resources and competence, the LSP needed the necessary and 
correct information. The LSP took six months to understand the processes. The 
main focus in this period was on knowledge transfer and making sure that the LSP 
understood what was required and how it could be achieved. The citation above 
illustrates this point. 

“[The LSP] came [to our office] to learn … we started teaching him and … 
began to develop our processes together.” (Purchase Manager-CC)  

“[The CC was] teaching me what the main processes were. In the beginning, I 
got a lot of support from [the CC].” (Project Manager-LSP)  

Both respondents used the term teaching, which implies that the focus was on 
ensuring that the LSP understood the importance of the processes. The statements 
also mention the importance of the standardization of skills and specific knowledge. 
Instead of creating a new separate office space at the LSP facility, the parties agreed 
that the LSP staff could use the CC’s existing office space. The citation above 
illustrates this point. 

“We prepared process flow charts and documented everything including step-
by-step activities in each process. All information had to be correct especially 
when we were outsourcing our processes.” (Purchase Manager-CC)  

“We made process flow charts and [prepared] process-mapping for all the 
processes. We did it step by step and process by process. Order and delivery 
processes have been drawn together with [the CC].” (Project Manager-LSP) 

“Once we started drawing process charts and standardizing the processes here, 
both companies helped each other.” (Operations Director-LSP)  

The respondents supported the importance of joint development and documentation. 
The CC and LSP together designed process flow charts and developed instructions 
related to each process. This was so that the people involved in operations would 
know how each process should be done and later these processes could be 
standardized. The CC’s technology resource was extended to the LSP. It was quite 
important for the LSP to learn and operate the system in the same exact way. 

“The main reason behind process standardization was to have a clear 
understanding about each process and each party’s responsibility within these 
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processes. This is an important issue, when processes are outsourced.” 
(Purchase Manager-CC)  

The process standardization becomes a means to provide clearer understanding of 
the processes but also to draw a concrete structure of contractual responsibility and 
resource engagement. Through process standardization, the actors could identify 
those processes which were without any specific information or standards. 

“… it involves a lot of processes … getting people working together would be 
the biggest issue, which cause uncertainly in the performance.” (CEO-CC)  

“To achieve process standardization, I think the most important resources are 
first the people because they are the ones who will actually do the processes 
and control the operations. Then I would say technology and then comes the 
process documentation, flow charts [to] get good process understanding, 
instruction and steps to be followed. Together these resources are everything 
and all are important.” (Project Manager-LSP)  

The CC highlights the importance of people working together towards mutual goals, 
creating actor bonds. Considering this outsourcing relationship, the LSP needs to 
focus on its portfolio of resources. 

“80% to 90% of our day-to-day operations are based on well-standardized 
procedures.” (CEO-LSP)  

“I can tell you about our processes. We have standardized processes in most of 
our operations. There are quite standardized procedures for the whole 
cooperation. All activities are standardized.” (Project Manager-LSP)  

At present, there are standardized order-to-delivery processes from the initial 
forecast to the order and finally delivery of the machines. The LSP describes the 
present situation of the standardization of work processes. 

“We have the master data of all our items and components in our ERP system.” 
(Supply & Sales Support Manager-CC)  

“Once we get an order through the ERP, we start our processes. We follow it 
step by step. There are instructions from [the CC and] we try to follow them. 
We have jointly agreed with [the CC] about the duration of each process and 
the schedule of activities.” (Project Manager-LSP)  
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“Our manager has been trained to use [the CC]’s IT system in addition to our 
own.” (CEO-LSP) 

The technology skills were transferred to the LSP in order to perform the processes 
in this relationship. At present, in order to align the activities the LSP follows the 
instructions as agreed with the customer. 

 “Our spare parts business [is] simple and standardized. There is a 
standardized process for invoicing.” (Supply & Sales Support Manager-CC) 

The purchase and delivery of machine spare parts is also in the LSP’s scope of work. 
The LSP uses its capital resource to purchase the production components and spare 
parts based on the purchase contracts negotiated by the customer. The processes 
related to this area are also standardized. The simplification of processes helps the 
LSP utilize its resource base and deliver the services effectively. The citation above 
illustrates this point. 

“In the beginning, it was a terrible time. However, we came up with a solution 
to train [the LSP]’s people for this task. We developed a system so that [the 
LSP] could collect and pack components [for CM].” (Purchase Manager-CC) 

“… the pre-order set concept makes it easy for [the LSP] for delivery to the 
third parties.” (CEO-CC)  

“Everybody learns. We have quite good processes and all those processes are 
written and documented. So in case of any undesirable personal incident, 
bringing our work back on track should be quick. I don’t think that it would be 
a problem.” (Supply & Sales Support Manager-CC)  

Another aspect of the LSP’s resource base utilization is making sub-assemblies that 
are delivered to the CM. The competence required to successfully deliver sub-
assemblies was something that was missing from the LSP’s resource base, however 
the necessary knowledge was transferred to the LSP by the CC. 

“We permanently moved [one of our employees] to [the LSP]. He worked for 
over 11 years for [us] as warehouse personnel.” (Purchase Manager-CC) 

“He knows all our spare parts and everything better that anybody here at the 
office.” (Supply & Sales Support Manager-CC)  

“We employed the same person, who was handling spare parts earlier for [the 
CC].” (Project Manager-LSP)  
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The respondents described a situation that resonated with the standardization of 
worker’s skills in this relationship. 

“The unique part of this arrangement is the standardization of logistics 
processes, which is a direct result of our joint development efforts from both 
parties. Once processes [are] standardized; it would be an added opportunity 
over the existing services and turnover.” (CEO-CC) 

The present relationship is working well for both actors. It seems that as long as the 
CC does not change its product-line, these processes progress quite smoothly. For 
the CC, ramping up would require more resources and actions in return from the 
LSP, possibly creating a broader set of services and higher turnover for the actors. 
The citation above illustrates this point. 

“In the future, if [the CC] wants to makes a completely new machine … the 
processes will be standardized for operations.” (Project Manager-LSP)  

Specific to this outsourcing arrangement, the development never stops. The present 
situation creates opportunities for the LSP. The LSP is trying to work out a suitable 
way to make standardize these processes. In the future, an increase in the product 
line would require completely new documentation. 

The CC-CM relationship  

At the outset of this business relationship, both actors had different activity 
structures and portfolio of resources. 

“This is totally order-based. We do not make machines for stock. [The CC] 
does not ask to keep any machines ready in stocks.” (CEO-CM)  

“[We] design and sell standardized machines based on a standardized product 
structure. We have a standardized business model that actually works for us.” 
(CEO-CC)  

As can be seen in the citation above, the CC has a make-to-order supply chain 
structure to deliver its industrial machines. Since the end-users are spread all over 
the world, these machines are designed according to standardized specifications in 
line with international norms. 
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“Standardization of business processes is very important especially when you 
have a tailor-made business model. Frequent changes in the processes would 
lead to loss of opportunities.” (CEO-CC)  

This outsourcing arrangement is one of its kind. Both actors wanted to develop this 
relationship based on the standardization of processes. The CC sees this approach 
as a means to avoid the loss of the CM’s various resources. The citation above 
illustrates this point. 

“We have access to [the CC’s] ERP system. When we get an actual order … 
we start the planning for production, get the design drawings, [and] create a 
BoM. We start the production activities … then assembly.” (CEO-CM)  

The technological resources are shared between the CC and the CM who receives 
the information and plans the activities accordingly. The CM uses its in house 
technological resources, human resources and competence to meet these needs. It 
is a standardized process so that the information is not compromised. 

“We have developed specific process documents, which describe the 
production processes and instructions on how to carry out the activities.” 
(CEO-CM)  

The CM’s process documentation is quite extensive as it covers the process 
execution with various set of resources as well as the human resources involved. 

“It was basically our idea but we took some help from [the CM, whose] 
guidance was essential.” (Purchase Manager-CC)  

At the very beginning of the relationship, it was a joint development by the CC and 
the CM that included sharing ideas on how to design the processes. 

“I think we are also quite productive in our manufacturing and assembly 
operations. The practice has made the production process a standard 
procedure by itself.” (CEO-CM)  

In the CM’s workshop, there are people, who assemble the machines every time. 
These people have been doing similar activities for many years, which has brought 
standardization to the worker’s skills. The standardization of the manufacturing 
output helps the CC and CM. Once the CM understands the design of a specific 
machine and starts the manufacturing process, it becomes a repetitive exercise. The 
standardization of the output makes a simplified process design for timely 
manufacturing and delivery of the ordered machines 
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“We run MRP and Re-Order Point systems every day for our needs. We release 
purchase orders based on these suggestions.” (CEO-CM)  

“We have a systematic process, which we follow for every single claim. We take 
actions according to the process.” (CEO-CM)  

Several of the CM’s activities follow systematic processes, which shows the 
standardization of the work process. The respondents also affirmed that there is a 
systematic process in place for the after-sales liability on the produced machines. 

“We have also developed quality management documents for our processes. 
The auditors always inquire if we have documented all of our processes, how 
we measure the quality of a specific process and how improvements can be 
achieved.” (CEO-CM)  

The above statement from the CM highlights the importance of the process 
documentation with respect to their internal quality audits. However, the CM states 
that this kind of detailed process documentation requires resources and time. 

“Our standardized arrangement is quite an efficient way of working, which 
keeps us competitive in the market as well.” (CEO-CC)  

The outsourcing relationship between these actors is based on agreed scope of work 
that the CM delivers to the CC. 

“It would be nice to document how to cope up with changes in the design once 
the order has been placed.” (CEO-CM)  

While discussing the current situation of how the processes are documented, the 
CM expressed concern that there is still a need to prepare the process 
documentation, which would help in negotiating with the CC in the future. 

The LSP-CM relationship  

The LSP and CM are in an operational relationship. Most of the interaction between 
these actors is based on routine business processes. 

“LSP gathers [and] brings many components to our facility.” (CEO-CM)  

The LSP delivers its services according to the agreed scope. 
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“When first deliveries were sent to [the CM] … those huge pallets looked like 
swimming pools filled with machine parts. It was a terrible situation.” 
(Purchase Manager-CC)  

At the very beginning, the situation was alarming. The CC needed to intervene and 
use its human resources and competence to get the things done in the same way as 
it used to be or better. Although the required documentation was drafted between 
the CC and the LSP. It took some time for the LSP to learn the way these processes 
should be done. The citation above illustrates this point. 

“We needed to make sure that all the shipments reach [the CM] factory safely 
and intact … they must not be damaged or scratched.” (Project Manager-LSP) 

The way LSP is now executing the works is in line with the activity structure and 
schedule of the CM. 

“Now, [the LSP is] making pre-assemblies almost correctly; just the way (it) 
should be. All the parts are properly marked and labelled. We just receive the 
box … and start the assembly process.” (CEO-CM)  

At present, the CM seems quite satisfied with the way the LSP is packing the sub-
assemblies. The respondent highlights the fact that the LSP has learned the 
processes so well that it saves time and avoid resources in any re-working. 

6.5.2 Control as a relationship alignment mechanism  

All three outsourcing relationships were analyzed for control as a possible 
relationship alignment mechanism. Based on the empirical data, the focus of the 
analysis is on the alignment of the relationships over time in each relationship. 

The CC-LSP relationship 

The CC and the LSP initiated a contractual outsourcing relationship in which using 
a certain resource-base, the latter started providing a variety of services to the 
former according to an agreed scope. The citations below illustrate this point. 

“Our resources for this part of the scope are basically dedicated for [the CC]’s 
business.” (CEO-LSP)  

“We were checking and controlling activities in each process.” (Purchase 
Manager-CC)  
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Although the competence and the elements in the LSP’s resource portfolio were 
suitable for delivering traditional logistics services, the CC kept a close eye during 
the initial phase of the implementation of this outsourcing arrangement. 

“We monitor our delivery performance right from the pick-up point till we 
deliver the goods. Such commitment requires continuous monitoring and 
evaluation of the whole process; followed by two-way development discussions 
leading to desired progress over longer period of time.” (CEO-LSP)  

To meet the CC’s expectations from this relationship, both actors jointly agreed to 
use such information as a benchmark to compare the LSP’s performance. This helps 
the LSP in the effective allocation and utilization of its core competence and 
resource base. 

“We look at our operations in terms of monitoring and control. The main bench 
marks … are related to cost, delivery time and selling price.” (CEO-LSP)  

“Total cost of product … [to] end-user should be reasonable.” (CEO-CC)  

“We have a predefined quality rating target. The quality and time of delivery 
is part of overall contract negotiations.” (CEO-LSP)  

“This is important for us to meet our performance quality targets as a logistics 
company.” (Project Manager-LSP) 

In order to perform well in this relationship and achieve mutually desired goals, 
LSP mutually agrees with the CC on performance quality that fulfils its business 
needs. The LSP monitors all activities and the inventory flow speed. The citations 
above illustrate this point. 

“[We] checked how long it actually takes to do each process … what the 
minimum and the maximum time limit is. [We] have jointly discussed, reviewed 
and agreed on these timelines and critical points in the operations.” (Supply 
& Sales Support Manager-CC)  

“We monitor man-hours that were used … and compare these with our 
contracted selling price.” (CEO-LSP)  

Regarding the operations related to the main business of the CC, there are certain 
timelines and sequences of activities that were jointly agreed. For instance, the LSP 
monitors the man-hours used in handling shipments, inventory, terminal needs, as 
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well as collection, picking, and packing of the machine components in the 
warehouse. 

“We pay attention to expected delivery time and the allowable time limits that 
we have allocated. We continuously control and check these stages so that 
operations are done [in a] timely [fashion].” (Supply & Sales Support 
Manager-CC)  

The CC keeps itself aware of the situation all the times. One of the objectives is to 
keep all the activities performed according to an agreed timeline and within an 
expected cost. The citation above illustrates this point. 

“[The LSP] controls … material flow … [and] manages these quality checks 
at various levels of our value chain.” (CEO-CC)  

“We are also checking … to make sure that component specifications and 
parameters are correct.” (Supply & Sales Support Manager-CC)  

It was mutually understood that the outcome of this relationship are going to be 
based on certain specific parameters. The LSP uses its resource-base and 
competence to achieve and maintain the desired outcome. The CC focuses more on 
the overall inventory value of the stock in the LSP’s inventory. Having resource 
ties in terms of technology resources, the CC can monitor the up-to-date inventory 
situation. 

“[We are] checking the quality and quantity of the components. [We are] 
responsible … that the level of quality of the components is exactly the same as 
we have promised to [the CC].” (Purchase Manager-CC)  

The LSP never had the competence to carry out quality inspections. Through 
resource ties in terms of competence and knowledge sharing from the CC, this 
competence was acquired by the LSP, who now takes care of all the quality checks 
of the purchased components in the warehouse to ensure the end-user’s satisfaction. 

“When components are purchased, [the LSP] uploads the information in the 
ERP system. We can see that everything is done according to our instructions. 
Suppliers would contact me immediately … in case anything appears unusual.” 
(Purchase Manager-CC)  

The CC’s intervention in the purchasing activities involves suppliers, thus creating 
activity links. The CC oversees the whole situation in case the ordered quantity is 
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short, the specification is incorrect, delivery period is not right, or something is not 
as per plan. 

“Through [the ERP] system. [The LSP] gets enough information that is 
required to carry out operations.” (Supply & Sales Support Manager-CC)  

“Our performance … is to follow [the CC]’s planning and forecasts. [The CC] 
provides all the inventory-level planning to us.” (CEO-LSP) 

The CC has created resource ties with the LSP via direct mobile ERP access, which 
is a means to transfer necessary information. It is then up to the LSP staff in case 
they find any discrepancy in the shared information. The citations above illustrate 
this point. 

“I would say that our ERP system has been helping a lot in reducing the 
number of missing parts.” (Supply & Sales Support Manager-CC)  

“We can see everything in [the ERP]. We would notice in case some planned 
task is not done as per agreed schedule. We do not check [the LSP’s] actions 
but ERP system helps us keep control of everything.” (Purchase Manager-CC) 

As can be seen in the citation above, both actors have a jointly access technology 
resource, creating resource ties, which is a crucial element in getting up-to-date 
information about ongoing activities. 

“Training our people was a key issue.” (CEO-CC) 

“We have been training supervisors. Our manager has been trained to use [the 
CC’s] system … to have knowledge of multiple [tasks].” (CEO-LSP)  

“At first, people needed the training to understand and work with [the CC’s] 
ERP system. [We] needed to learn many things. I trained them and taught them. 
My team workers are my resource. It is a very big benefit for [the CC].” 
(Project Manager-LSP)  

While discussing the training of the staff to carry out the operations, the respondents 
from both companies provided valuable statements. The CC intended to tie its 
knowledge resource pertaining to its business and operations to the LSP. 

“We are using outsourced services in our business too. It is essential to monitor 
them also.” (CEO-LSP)  
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“I think, keeping one dedicated person … makes it easy to control the 
operations.” (Project Manager-LSP)  

“We use [the LSP’s project manager] as a resource, because he works with [the 
ERP] system every day.” (Supply & Sales Support Manager-CC)  

In this relationship, the human resources have been tied to form a resource portfolio. 
As part of its resource-base, the LSP uses its human resources, who are responsible 
for various tasks as part of routine terminal services. The citation above illustrates 
this point. 

“We give feedback to [the LSP] … [it] does not create a problem for our 
cooperation with each other.” (Supply & Sales Support Manager-CC)  

“Once we receive feedback, it is my responsibility to give options, how this 
improvement actually take place or even better than what [the CC] is asking. 
The purpose of feedback … to make operations smooth and [without] error.” 
(Project Manager-LSP)  

“I think there are many flags, which would signal in case operations are getting 
out of control.” (Purchase Manager-CC) 

Both actors agreed to share the feedback on the service quality. The CC acts as a 
channel to transfer the feedback between the LSP and suppliers, which helps the 
CC to be aware of the whole working situation. Additionally, the CC can intervene 
in case of an activity is straying away from its planned criteria. For the LSP the 
time and quality of the service is an important factor for both actors in this 
relationship. The citation above illustrates this point. 

The CC-CM relationship 

The CC-CM contractual outsourcing relationship covers manufacturing and 
assembling services that suit the CC’s make-to-order supply chain structure. The 
CC gets a turnkey solution from the CM. Using certain a resource base, the CM 
provides services and purchases some of the machine components on behalf of the 
CC using its own financial resources. 

“[We] expect a good quality product for a reasonable price.” (CEO-CC)  
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“The prices have to be on competitive levels. The price is number one, then the 
quality and then the delivery time. It is very simple, price, quality and keeping 
delivery times.” (CEO-CM)  

As can be seen in the citation above, engagement and utilization of the CM’s 
resources are assessed in terms of contract prices, production quality, and delivery. 
The CC-CM relationship has a desired outcome based on the cost, time, and quality 
of the production processes. 

“We must measure and control our production processes, keeping the agreed 
delivery time is the key issue.” (CEO-CM)  

The CM describes the situation that while planning for the resource allocation, the 
main target is to achieve the agreed delivery time by utilizing the resources during 
the manufacturing phase. 

“[The CM] can access our ERP. We have the master data. We transfer 
information required to carry out operations.” (Supply & Sales Support 
Manager-CC)  

“When we prepare sales order in ERP … each line must have correct quantity 
and correct specifications based on drawings.” (Purchase Manager-CC)  

“We have access to [the CC’s] ERP system. We get … orders through ERP 
system … it calculates everything for us.” (CEO-CM)  

For the formal information flow, the technology resources are combined between 
the actors, creating resource ties. The information needs to be correct when 
transferred. 

“Information about parts and specification comes from [the CC]. We create 
bill of material. We check … price for a basic unit … extra parts or work-hours 
due to specifications or special designed machine units.” (CEO-CM)  

The BoM is a formal document that govern the manufacturing cost and 
specification of the ordered machine. The same document helps the CM record 
costs related to a particular machine that is being produced including changes by 
the CC. The citation above illustrates this point. 

“If there are incorrect items, it would cost us money. Waiting costs in 
production and in worst case … we would not be able to deliver our machine 
on time. So all the information must be right.” (Purchase Manager-CC)  
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“In the case of missing components … [the CM] reports it [via the shared] 
product data management system.” (Supply & Sales Support Manager-CC) 

The resource planning and utilization by the CM is based on the formal information 
it receives from the CC. Incorrect information and errors would result in resource 
and time wastage, which negatively impacts the performance factors. The citation 
above illustrates this point. 

“We can monitor and follow up production times. We can calculate and 
measure the activities by the clock. We can tell [the CC] exactly how many 
resources, man-hours are used and what price of parts is.” (CEO-CM)  

At present, the CM is capable of maintaining its resource utilization during the 
manufacturing phase. Additionally, in terms of efficiency, the CM is performing on 
par with industry benchmark. 

“Through our ERP, we can see … situation all the time. The most important 
reports are income and stock value statements. Actually, this gives us quite 
good control over operations and other data.” (CEO-CM)  

Besides access to the CC’s ERP resource, the CM has its own ERP system within 
its technology resource base. With the help of this system, the CM monitors how 
much work has been executed for the CC in a given period of time. 

“There are different control codes for every item. We follow up everything at 
production facility. This program controls everything.” (CEO-CM)  

Other technological resources that the CM uses are related to operations and 
financial activities called industrial and financial systems (IFS) applications. With 
these resources, the CM can follow up all the work it presently executes. The CM 
can calculate the actual cost of the work being done and the net selling price. The 
citation above illustrates this point. 

“We have many changes and modifications. It is extremely important for us 
that our partner is flexible and willing to manage with us when we need them. 
It is important in managing relationship.” (Purchase Manager-CC)  

“To control and handle these changes, we need to reorganize many activities. 
It requires resources and re-work time. Unstable order forecasts make 
production planning difficult. We follow operational and component costs that 
results from changes and it goes to cost accounting.” (CEO-CM)  
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While explaining the operational side of the relationship, the CC notes that many 
changes could happen during the design and engineering phase. Even when it 
reaches the production stage, the engineers may announce some modifications to 
meet the end-user’s requirements. 

“We have the possibility to adjust the capacity without charging extra money 
from [the CC]. We could easily increase our capacity to double the work. We 
could use our resources better and more effectively. We may have improvements 
[to be] a more cost competitive and efficient set up.” (CEO-CM)  

The capacity planning and resource utilization are the main factors to perform well 
in this relationship. Due to the changes in the forecast, the CM can increase its 
resource allocation or it can bring it to zero. The citation above illustrates this point. 

“We take quality standards very seriously. We are managing these quality 
checks and test runs at various levels of our value chain.” (CEO-CC)  

“It is important to follow our quality norms related to manufacturing time and 
accuracy. [The CC’s] brand reputation [rests] in our hands.” (CEO-CM)  

As can be seen in the citations above, the quality assurance is one of the main 
factors that the CM follows in this relationship. The CM adheres to the quality 
management system. There are several quality checks at various stages of 
production and during the post-production test run to ensure that the machines 
conform to the required quality and specifications. 

“We receive information related to preventative maintenance of the machines. 
And we are keeping record of it.” (Supply & Sales Support Manager-CC)  

“We get … feedback … from [the CC] in case there are any mechanical 
problems or quality issues.” (CEO-CM)  

The CC uses withheld amount from the invoice of the CM as a control measure to 
cover any corrective actions pertaining to the mechanical or quality defects. The 
CC remains responsible for the after-sales maintenance of its machines. 

“We have been discussing to monitor and check hours per machine to get lower 
levels of manufacturing and assembly time processes.” (CEO-CM)  

For the future, the CM intends to plan and utilize its resources more efficiently in 
order to achieve shorter manufacturing times. As informed by the CM, there is still 
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a lot that CM can do here for CC’s business and to perform better in this relationship. 
The citation above illustrates this argument. 

The LSP-CM relationship  

The LSP and the CM are in an operational relationship. Hence, the only regulatory 
mechanism of the relationship is the utilization of the resources to meet the agreed 
delivery schedules. 

“We receive shipments from [the LSP] every week.” (CEO-CM)  

“If … we picked a wrong component or packed less quantity, then it is my 
responsibility to take care of it. We find out and fix it. It depends, where a 
problem occurred and was noticed.” (Project Manager-LSP)  

As can be seen in the citations above, at the moment, using the CC’s ERP system, 
the LSP receives the list of required parts and components and delivers the same to 
the CM’s factory. The CM does not give any forecasts to the LSP, however the CM 
informs the LSP a few days before assembly begins. 

“Normally, [the LSP’s] reply is like; ok, the missing part is here, we are 
shipping it tomorrow or the day after or the next week.” (CEO-CM)  

The LSP and CM regulate their operations to perform well in this outsourcing 
arrangement. 

“There is nothing missing from LSP’s performance.” (CEO-CM) 

For the CM, reliability of the LSP’s service is important because it affects the 
production schedule and its resource utilization. The CM is concerned with the 
accuracy of the parts in the pre-assembly and the shipment delivery times. 

“[We are] monitoring … we try to minimize any possible delay in delivering 
the parts to [the CM], so that the production could flow smoothly and nothing 
would go missing.” (Supply & Sales Support Manager-CC)  

In this operational relationship, the CC’s involvement is quite visible. The CC is 
also involved in monitoring the deliveries from the LSP to the CM. 

“Internally, we always keep little bit cushion of time for the collection of the 
parts. We check all the deliveries. Sometimes we need to double check them.” 
(Project Manager-LSP)  
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This highlights the importance of correct and accurate information from the 
customer. Furthermore, up to date information is also important for keeping the 
operations smooth in this operational relationship to achieve the desired outcomes. 
The citation above illustrates this aspect. 

6.5.3 Coordination as a relationship alignment mechanism  

All three outsourcing relationships are analyzed for coordination as a possible 
relationship alignment mechanism. Based on the empirical data, the focus of the 
analysis is on the alignment of the relationships over time in each relationship. 

The CC-LSP relationship 

Within this contractual relationship, the CC and LSP are involved in various levels 
of coordination to achieve the mutually desired outcome. As can be seen in the 
citations below. 

“A lot of communication … meetings … millions of calls.” (CEO-CC)  

“Our business requires a lot of cooperation … customers and their needs are 
at the core of our business.” (CEO-LSP)  

“We used to arrange regular … joint meeting … to discuss all the options 
available to us really very openly.” (Purchase Manager-CC)  

At the beginning, the main purpose of joint meetings and discussions was to make 
the LSP aware of the business operations, so that the required resource base could 
be arranged to execute the operations. These meetings became a means of formal 
and informal communication between the partners, creating actor bonds. 

“[The LSP] did not have any ERP system. It was a big thing for both of us. It 
was a main resource, which was missing. So we thought why they can’t use 
our[s].” (Purchase Manager-CC) 

“In our ERP system, we built a web based link for [the LSP], which gave them 
limited access to our ERP system.” (CEO-CC)  

“We wanted to have [the CC’s] ERP in our office … to work properly. We did 
not want to wait.” (Project Manager-LSP)  
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The CC did not create any new technology resource for this arrangement, it used 
its readily available resources and extended them to the LSP, creating combined 
resource ties. This shared access became a resource for formal communication 
between the actors. 

“We started by explaining our business model to make [the LSP] understand 
the way we work and our goal from cooperation.” (Purchase Manager-CC)  

“[The CC] wanted to focus only on the core activity … bring it under one roof 
so that they could manage the whole business.” (Operations Director-LSP)  

“We had to make sure that enough information was given to [the LSP] … so 
that everything would go smoothly.” (Supply & Sales Support Manager-CC) 

In the past, CC used to utilize its own resources to carry out the business operations. 
CC used to directly purchase components from suppliers. Human resources, in the 
form of tied resources, were utilized by both partners to discuss about the scope of 
the operations. 

“The next stage was to [gradually] move suppliers to [the LSP] … we 
transferred purchasing process … we moved spare parts.” (Purchase 
Manager-CC)  

“[We] took over purchasing scope, [the CC] gave us suppliers slowly. [Now] 
we are managing 50 suppliers. It requires quite a lot of coordination.” (Project 
Manager-LSP)  

“We have 50 suppliers … whom [the LSP] is coordinating for this cooperation.” 
(Supply & Sales Support Manager-CC)  

“It makes a huge supply chain network of several suppliers.” (CEO-LSP) 

The LSP gradually engaged its resources to various business operations and 
integrated its resources in order to adapt to CC’s business needs. This mutual 
adaptation shows the creation of activity links between the partners. People and 
other physical resources were tied together for a smooth transition. LSP utilizes the 
resources of its local sub-contractor and global partner to deliver services. The 
citation above illustrates this aspect. 

“[The CC] helped us in implementing automated storage system … [now] we 
get precise information about the inventory level.” (Project Manager-LSP)  
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“We wanted to make sure that it is an added value for both of us. There are a 
lot of things that we have to manage on daily basis.” (CEO-CC)  

“Every day, there are emails and phone calls. We can communicate with each 
other.” (Supply & Sales Support Manager-CC)  

In order to increase its resource base, the LSP made a huge investment in acquiring 
two automatic robotic systems, which calculate everything automatically. New 
physical resource was added in LSP’s portfolio. LSP gets information about which 
components it needs to buy. 

“We do not make so many phone calls anymore for joint coordination. We get 
many emails because [the CC] wants to check … inventory level and 
specifications … changes or modifications … want to be updated about 
purchasing and in-bound shipments. In those situations we need more personal 
interaction with [the CC] people.” (Project Manager-LSP)  

“This coordination is important, to keep the link active and running … you 
need people to make it work.” (Supply & Sales Support Manager-CC)  

In CC-LSP relationship, the focus of coordination is on resource engagement in 
case of new designs and on timely transfer of correct information because LSP 
takes care of quality checks. A delay in information would result in wastage. 
Adjustment in routine processes forms new activity links. 

“We arrange operational meetings twice a month with [the LSP]. This meeting 
is very important for day-to-day planning and to keep track of ongoing 
activities, so we have up-to-date operations schedule.” (Purchase Manager-
CC) 

“We have meetings with [the CC] people twice a month. We discuss and review 
overall operational tasks … and check current performance situation for the 
cooperation.” (Project Manager-LSP) 

These joint managerial meetings used to be every month. Now that the cooperation 
has been going on quite well, therefore this takes place once in two months. 
Nevertheless, if needed then of course the CC can arrange it more regularly. 

“There has been extra work for [the LSP]. I can request, if I need something 
urgently. It really helps.” (Supply & Sales Support Manager-CC)  
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“[If CC] needs some components on urgent basis, then we have to support our 
cooperation. We prioritize [the CC] over other[s]. We manage request on 
priority and urgent basis.” (Project Manager-LSP)  

“We need to prioritize. We also take support from our IT system for this kind of 
adjustment.” (CEO-LSP) 

The LSP is taking care of CC’s logistics chain from supplier to the end-users. 
Sometimes, there are urgent requests from the CC, which need immediate attention 
and resource utilization, creating new activity links. 

“One person from [the LSP], two people from [the CC] … in charge of the 
partnership and managing the accounts.” (CEO-CC)  

“Our warehouse manager is the key responsible … to handle [the CC] scope 
of work in our warehouse.” (CEO-LSP)  

“I have been there from the start. I started the cooperation … from one step to 
the other with [the LSP].” (Purchase Manager-CC)  

“I am the one responsible for [the CC-LSP] cooperation. I control the 
operations.” (Supply and Sales Support Manager-CC)  

“I am main responsible person for [the CC-LSP] outsourcing cooperation. My 
role covers whole operational side from beginning.” (Project Manager-LSP) 

“[Our manager] and [the LSP’s manager] are working together to update the 
instructions and our quality management system documents. They will keep 
reviewing the processes together. They will keep checking that everything 
works smoothly.” (Purchase Manager-CC)  

Both actors involved their human resources together, using them as responsible 
point of contact for direct supervision of this arrangement. The citations above 
illustrate this aspect. 

“In future, [the LSP] will manage only one process … much easier for them … 
[to] take care of collection and picking up tasks. [It] will reduce the time spent 
on paper work … less man-hours to complete a task. [The LSP] will have time 
to focus on other things. There is benefit for [us] also.” (Purchase Manager-
CC)  
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“This new project will … reduce the time [the LSP] people take to collect 
parts … sub-assemblies would be shipped to [the CM] factory in lesser time. 
So, it will help us too.” (Supply & Sales Support Manager-CC)  

Both actors continuously try to improve operational processes, where resources are 
combined and utilized in an optimum level. Such development is always going on 
in CC-LSP relationship, which requires resource re-allocation. The citations above 
illustrate this aspect. 

The CC-CM relationship  

Within this contractual relationship, CC and CM are involved in various levels of 
coordination to achieve the mutually desired outcome. 

“These are two completely different worlds; going from a manufacturing-
working model to a networked business model.” (CEO-CC)  

“The network around us is very big. We do management from within to achieve 
collaborative and cooperative relationships. We need solutions to make 
operations easier and of course cheaper for us.” (Purchase Manager-CC)  

“We have our network. We are working with other companies as a network. We 
have crucial part in [the CC’s] business, in this whole network.” (CEO-CM) 

The CC’s network includes outsourcing partners and suppliers, dealers and end-
users. Having this arrangement in place, the CC acquires required resources from 
its partners to deliver the machines to the end-users. The CM has an active position 
in both streams in CC’s supply chain. The coordination with all the members in the 
network is imperative in order to perform well in this relationship. 

“[The CM is] focused [on its expertise] on building machines [and 
purchasing]. Not everything is through us.” (Supply & Sales Support Manager-
CC)  

“[The CC] takes care of purchasing contracts, negotiate prices … make 
decision. It’s [the CC’s] job to inform the whole network.” (CEO-CM)  

The CM has the necessary resource base and competence in manufacturing and 
production. The CM performs its operations according to the agreement. Using its 
financial resources, the CM buys approximately 10% to 15% of the components. 
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“We arrange weekly meeting for planning purpose with [the CM]. We discuss 
[about] planning, coordination and control.” (Purchase Manager-CC)  

“Sales team arranges weekly meetings with [the CM]. We discuss production 
progress.” (Supply & Sales Support Manager-CC)  

“We have follow up meetings with local point of contact and [the CC’s] 
manager. We have these strategic meetings [with] higher management … to 
discuss issues related to market situation and production volumes.” (CEO-CM) 

The regular face-to-face meetings are a means for coordination and informal 
communication, creating actor bonds. The CC maintains coordination with CM to 
ensure that resources are engaged and utilized at an optimum level for 
manufacturing activities. For more formal information transfer, the shared ERP 
system is used between the partners. The citations above illustrate this aspect. 

“Forecasting is not easy. There are always some problems from time to time.” 
(Supply & Sales Support Manager-CC)  

“There are a few things, which we can do for these forecasted machines to 
balance our workload.” (CEO-CM)  

The production forecast from CC becomes the basis of resource arrangement. The 
CM needs to coordinate with the suppliers to ensure required components are 
available for the forecasted machine. The CM needs some internal adaptation to its 
day-to-day operations in terms of resource allocation and utilization. Such 
adaptation creates activity links. The CM has flexibility in its capacity use, which 
is considered an important aspect of performing well in this relationship.  

“When [the CC] changes its business model, the biggest challenge is to adjust 
the production capacity to support [the CC’s] business needs.” (CEO-CM) 

As an organization, the CM needs to utilize its resource base and coordinate its 
operations to meet the CC’s goals and achieve its own goals related to the overall 
turnover targets. While giving an example of coordination and mutual adjustment 
for its routine operations, the CM informs about the challenge it faces due to the 
changes in the design of the machines after the production process has begun. The 
citation above illustrates this point. 

“The workshop manager is in-charge [and] takes care of all the related matters. 
He is the key person and main responsible point of contact. He is following up 
every single part and manufacturing situation.” (CEO-CM)  



134 

“I am responsible for cooperation. My main responsibility is to take care of 
production timetables so deliveries are in time.” (Purchase Manager-CC)  

“I am the one who receives the information from [the CM]. [Our purchase 
manager and another person] are more in contact with [the CM].” (Supply & 
Sales Support Manager-CC) 

When it comes to routine coordination, the CM’s manager as a local point of contact 
communicates with counterpart regularly, creating actor bonds between both 
partners. The citations above illustrate this aspect. 

The LSP-CM relationship  

The LSP and CM are in an operational relationship. Most of the coordination 
between these actors is based on routine business processes. 

“Our coordination with [the LSP] is mainly to inform them about our schedule 
of assembly. Our coordination with [the LSP] is not that much.” (CEO-CM) 

Due to operational relationship, both actors are involved in informal 
communication related to shipment deliveries and manufacturing schedules. The 
citation below illustrates this point. 

“[The LSP] picks, packs & ships [parts] to [CM].” (Purchase Manager-CC) 

“[The LSP] brings many components to our facility.” (CEO-CM)  

Using CC’s technological resources, the LSP gets information about the 
components. The LSP purchases and stores these parts and later on delivers to the 
CM’s factory. The CM receives twelve to sixteen individual boxes. These boxes are 
called sub-assemblies. The LSP gathers all the parts related to each sub-assembly. 

“Once [the LSP] gets the information, [it] makes the sub-assemblies ready for 
shipment automatically for us. Actually, if everything goes all right, then there 
is no need for that.” (CEO-CM) 

The LSP follows the instructions it receives from the CC. It agrees with the CM 
about the time of delivery of the required components as a routine process. The 
citation above illustrates this aspect. The coordination between the two actors is 
limited, however, there are activity links between the partners. 
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“Our supervisors communicate with the LSP people … by a phone call, in case 
we need some information about delivery status of a shipment or if any part 
has been missed from a pre-assembly.” (CEO-CM)  

The CM has not appointed any specific key accounts manager to coordinate with 
the LSP. The CM staff communicates with the LSP on need to contact basis. 

“I think [the LSP’s] performance is satisfactory for us. [The LSP is] quite good 
in meeting delivery schedules. Our experience has been good.” (CEO-CM)  

At the moment, the coordination between the two actors is quite smooth, which 
helps the CM to assemble the machines according to schedule and perform well in 
this arrangement. The citation above illustrates this view. 

6.5.4 Organizational culture as a relationship alignment mechanism  

All three outsourcing relationships are analyzed for organizational culture as a 
possible relationship alignment mechanism. Based on the empirical data, the focus 
of the analysis is on the alignment of the relationships over time in each relationship. 

The CC-LSP relationship  

The CC and the LSP are family owned organizations, who have been in the business 
for many decades. 

“The most unique thing is [the CC’s] modern way of thinking. We do not want 
to stay the same way as it has always been.” (CEO-LSP)  

“[The CC] is a pioneer in network-business model. It needs time, interest and 
willingness to develop operational system for outsourcing cooperation.” 
(Project Manager-LSP)  

“Our CEO is very determined.” (Supply & Sales Support Manager-CC)  

From the beginning of this outsourcing relationship, the CC intended to re-organize 
its whole organization and utilize its resource base to support this new business 
model where the business operations are performed by forming resource portfolios 
between partners, keeping in mind the long-terms goals and business stability. 

“We want to change people’s approach … it is a modern business. Innovation 
is our core competence.” (Supply & Sales Support Manager-CC)  



136 

“Employees must have different mindset. The new way changed organizational 
culture to more enthusiastic one.” (Supply & Sales Support Manager-CC)  

The most important for the CC is the value for end-users and their experiences. It 
is almost revolutionary, how the CC thinks of its intelligent machines as modern 
business. The citations above illustrate this point. 

“We actually needed to change a lot until we got to a feasible business model. 
We had to lay off people, we had to change the management.” (CEO-CC)  

“We are twenty five people here. We sit close to each other, do meetings and 
discuss [to] clear up issues.” (Supply & Sales Support Manager-CC)  

“Our organization has been through many changes [that] has resulted positive. 
I like that way of doing business.” (Purchase Manager-CC)  

In the past, the CC had all the required resources to design and manufacture 
machines, however having this outsourcing arrangement implemented, the CC 
reduced its resource base to focus only on the core activities, which affected its 
organizational structure. During this outsourcing journey, there have been several 
organization-level changes, which led to activity restructuring, creating new 
activity links and resource ties between the actors. The citations above illustrate 
this aspect. 

“We look at our business in a very open-minded way. We believe in 
transparency and open-mindedness.” (CEO-LSP)  

“We have very open-minded culture in both companies. We are transparent.” 
(Purchase Manager-CC)  

“Openness in our culture is quite helpful, it supports operations and keep us 
focused on core competence.” (Supply & Sales Support Manager-CC)  

At present, both partners have achieved collaborative and close cooperation in this 
relationship. With such actor bonds, it becomes easy to work together, propose new 
solutions and get feedback to further improve the relationship. 

“Organizational culture is very dynamic. We do things outside the box, 
especially with the outsourcing arrangements.” (Supply & Sales Support 
Manager-CC)  

“Our environment supports the way we are giving services to [the CC].” 
(Project Manager-LSP)  
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“We have better organizational culture than bigger players. Our management 
[is] very close in the organization environment. We work out solutions and 
implement them very fast … fast scenario assessment and decision making, 
when we need it. This organizational cultural is much better even in the difficult 
economic times.” (Operations Director-LSP)  

In terms of resource engagement and utilization, the LSP makes decisions very fast. 
This makes it easier to respond to urgent operational issues that require resource 
re-allocation and new resource ties. The citations above illustrate this argument. 

“Other unique element is financial contractual terms.” (CEO-LSP)  

“We have open books policy.” (Purchase Manager-CC)  

The LSP can respond to the dynamic nature of the logistics operations. Unlike other 
larger organizations where the decision-making is done far away from the actual 
place. Both partners are in a transparent and collaborative relationship that supports 
the formation of actor bonds. 

“We can trust [the LSP]. [It is] taking care of everyday operations… 
performing jointly agreed responsibilities … doing the work according to 
instructions.” (Purchase Manager-CC)  

“[The LSP is] more willing to do cooperation … want to follow the timelines, 
gives more feedback and review. Cooperation with [LSP] is very much, much, 
much better and easier than [with CM].” (Purchase Manager-CC)  

“We can change quickly [than] big [firms].” (Operations Director-LSP)  

The behavior and attitude of the LSP is favorable towards this arrangement. The 
LSP does not deny the requests made by the CC and follows standardized 
operations as the mutually agreed instructions help them to perform better in the 
relationship. The citations above illustrate this argument. 

“We have to motivate people [who] belong to other companies. You become a 
good example yourself for others to follow. [We] welcome other’s opinions but 
stay focused, try to give an honest and straight forward feedback, try to be 
friendly even in undesirable situations, try to be open but tough.” (Purchase 
Manager-CC)  

The CC emphasizes that it is totally different managing the output of people who 
belong to the partner organizations. 
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“If [partner] could source any component in lesser price, then as an incentive, 
we would share the profit with them.” (Purchase Manager-CC)  

The CC expects suppliers to come forward and propose new ideas and better means 
of value creation. However, this idea has not materialized.  

“We have not had any performance based incentives.” (Supply & Sales 
Support Manager-CC)  

“There is nothing, neither incentives nor appreciation from [the CC].” (Project 
Manager-LSP)  

“Incentives [are] missing from our cooperation. It might be good to discuss 
with [the CC] … to have such incentives.” (Operations Director-LSP)  

“It would be really nice from [the LSP] to propose better operational routines 
and demonstrate that they can deliver those promises professionally. [We] 
would discuss the incentive sharing terms with [the LSP].” (Purchase 
Manager-CC)  

At present, there is no performance-based incentive agreement between the CC and 
the LSP in this outsourcing arrangement. The CC wishes to have new ideas that 
would reduce operational costs and increase operational performance. The citations 
above illustrate this argument. 

The CC-CM relationship  

Like the CC, the CM is also a family owned organization, who has been in the 
business for many decades. 

“The most important value is customer satisfaction.” (CEO-CM)  

“Our slogan, ‘from Waste to Value’ [is a] value proposition to our customers.” 
(Purchase Manager-CC)  

As can be seen in the citations above, the CM is a typical organization. Its values 
drive it to achieve and sustain its primary business goals of the outsourcing 
relationship. The CC wants to make end-users understand that the operational 
efficiency and output could be improved, resulting in increased earnings from 
better resource utilization. 
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“We don’t do routine work. We always try new ideas. We have to be like that, 
because our CEO expects that from us. We have built our organization to have 
this kind of culture.” (Purchase Manager-CC)  

“I can decide almost everything … make all decisions here.” (CEO-CM)  

The leadership style of the CC supports and motivates the employee engagement 
in this outsourcing arrangement. The CM also has autonomy in decision-making. 

“It is more beneficial to be systematic but not so bureaucratic.” (CEO-CM)  

“We want to go further; to be a leader; to be the first company to do something 
new. We expect that kind of vision from partners.” (Purchasing Manager-CC) 

As can be seen in the citations above the CM believes that bureaucracy is not 
effective because it slows down the progress, yet it is typical in many larger 
organizations. 

“We are on open-books terms. We show everything to [the CC].” (CEO-CM) 

The CM informs the CC exactly how many resources are used to execute certain 
manufacturing activities, how many man-hours are used for assembling and what 
is the price of all parts used. The citation above illustrates this point. 

“[The CC] makes decisions faster and communication is very easy. We can get 
the answers quite fast.” (CEO-CM)  

“We make our decisions very quickly.” (CEO-CM)  

At present, the CC is faster at decision-making. In case some critical information 
is required, the CM can simply call the CC to solve the issues. Faster decision-
making supports faster resource re-allocation and activity restructuring, creating 
new resource bonds and activity links. 

“We are a company that wants to have very close and very open cooperation 
with our partners on a long-term basis. We expect our partners to think of this 
cooperation in the same manner.” (Purchasing Manager-CC) 

“We believe in [the CC] business. Even if [the CC] could not sell a single 
machine, we do not reject them, we would not kick them off our customer list. 
If they want to change the design, we are listening very carefully.” (CEO-CM) 

At present, the CC feels that both partners are performing well in this outsourcing 
relationship. The CM feels that there is a strong potential for overall cooperation 
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between both actors, even in an undesirable economic situation. There is 
confidence and trust that both are committed to deliver what is expected of them in 
this relationship. This situation favors the creation of actor bonds. The citations 
above illustrate this argument. 

“We have this kind of win-win system, if we could reduce the cost, then we split 
the benefit equally.” (CEO-CM)  

“Unfortunately our partners do not do that.” (Purchase Manager-CC)  

“So far, we have not discussed incentives for performance.” (CEO-CM)  

In order to achieve the desired outcome of this relationship both partners intend to 
find and propose cost effective operational routines and components. The CC 
emphasizes that new ideas are needed more than ever before to make this 
cooperation work. 

“We have a plan to develop an incentive-based appraisal or a bonus system 
for our own employees, but it is not active right now.” (CEO-CM)  

There is no reward or incentive for the CM employees based on their performance. 
However, the CM intends to have such a mechanism in place in the future. The 
citation above illustrates this aspect. 

The LSP-CM relationship  

The shared values in both supplier organizations have been discussed earlier. Using 
its resource base, the LSP responds to the dynamic nature of the logistics operations, 
which involve the CM as well. Using their resources, both actors perform the 
required services in line with their respective scope of the outsourcing agreement. 
Both actors plan and allocate resources accordingly. Autonomous and fast decision-
making supports the re-allocation and re-utilization of resources to carry out routine 
business operations. The business practices and the openness in communication 
help the parties to perform well in this operational relationship. 

“I am not aware of the service fee between [the CC] and [the LSP].” (CEO-
CM)  

Since both actors are not bound in a contractual relationship, they are not aware of 
each other’s service agreements with the CC. At present, the operational 
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relationship between both suppliers does not include a performance-based reward 
or penalty. 

6.6 Outcome of aligned relationships  

Based on the data collected from the respondents, the focus of the analysis is on the 
outcomes of aligned relationships over time in each relationship. 

6.6.1 The CC–LSP relationship  

Within this contractual relationship, the formation of a resource portfolio has been 
analyzed earlier. The allocation and utilization of resource elements and 
competence were in line with LSP value proposition to meet the business needs of 
the CC. The citations below illustrate this sentiments. 

“We [both] spent lot of resources … we expected smooth, very low cost. Finally, 
we achieved it. Today, [we are] less expensive than [before].” (CEO-CC)  

“Our value proposition to [CC] was something new that would help them 
reduce the working capital employed.” (CEO-LSP)  

“Our value proposition to [CC] is a total solution … managed by one company 
from one place. [CC] wanted to free capital.” (Director Operations-LSP)  

“We purchase and own components. So, [CC] gets more capital to use. This is 
also a value for [CC].” (Project Manager-LSP)  

Both partners jointly utilize the resources to achieve desirable operational 
conditions, mutual economic benefits, and value. 

“We achieved flexibility in cash flow. Our capital is not [tied up]. We have more 
capital to develop our systems in core areas. We [can] concentrate on focus 
actions. That is our main very important goal.” (Purchase Manager-CC)  

“By transferring activities to [the LSP], [we] get time to focus on important 
things … keep our prices competitive.” (Supply & Sales Support Manager-CC) 

Having the LSP to perform operations, the CC can focus on its core competence 
and product development. 
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“Suppliers are happier [because the LSP] follows standardized operations. 
[The] value is very big. [The LSP’s] support helps us.” (Purchase Manager-
CC)  

“We [are] very flexible. We always help [the CC] with volume changes, 
forecast, delivery schedules. [The CC] values [it the] most.” (Project 
Manager-LSP)  

“We have been thanking [LSP] a lot for being flexible and doing extra jobs … 
[LSP] is helping us.” (Supply & Sales Support Manager-CC)  

Using its resource base, the LSP takes good care of the CC’s logistics chain from 
supplier to the end-user. All the operations are executed utilizing its resources to 
meet the routine operational needs. The citations above illustrate this argument. 

“With [the LSP’s] help, we [can] reduce production time, deliver machines on 
time and at quality. This is what we’ve achieved.” (Purchase Manager-CC)  

“[The LSP] helps us be more focused on the things that are important. It 
becomes possible only when we don’t have to tie our resources down to 
logistics and operational things. It is easier for us to have resources to think of 
the bigger picture.” (Supply & Sales Support Manager-CC)  

“We have smoothly flowing arrangement with [the LSP]. We keep our promises 
and provide better service to our customers … in the spare parts business [too]. 
To be honest, this cooperation is helping us to grow.” (Purchase Manager-CC) 

Through this outsourcing relationship, the LSP enables the CC to deliver its 
promise efficiently. Without the resources that are extended by the LSP, it would 
not be possible for the CC to carry out all such actions. The citations above illustrate 
this argument. 

“Standardization is the direct result of joint development efforts.” (CEO-CC) 

“Standardization makes operations very clear. We do not have to ask [the CC] 
for everything anymore.” (Project Manager-LSP)  

“It is smart to have people, who know what they [do] without asking. [The LSP 
doesn’t] need our involvement. [It has] become capable of simply doing the 
way it should be.” (Supply & Sales Support Manager-CC)  

The LSP has gained competence at performing the required tasks. This is an 
outcome of this relationship through knowledge transfer between the actors. 
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“Relationship is smoothly going on fine. There is no going back from where we 
have reached.” (Supply & Sales Support Manager-CC)  

“We have in depth knowledge about [the CC’s business]. We have come very 
far from the beginning.” (Project Manager-LSP) 

As can be seen in the citations above, the LSP has all the required resources to carry 
out its scope of service. At present, it is utilizing its resource base to perform 
operations related to logistics and purchasing. 

 “In relationship with [the CC], we are developing our skills and resources. We 
keep looking for efficient solutions in a mutually beneficial relationship.” 
(CEO-LSP)  

“This arrangement is not a standard considering skills and resources. [It] will 
create opportunities and [the LSP’s] turnover based on resources.” (CEO-CC) 

“Our services are more than simple logistics. You don’t make any money if 
resources are not mobilized!” (Operations Director-LSP)  

“We could expand to other customers [as] a milestone for improvement in 
skillsets and utilization of resources.” (CEO-LSP)  

The LSP is developing its resource-base and competence to perform better in this 
relationship over the longer period. The LSP is willing to develop the required 
internal business processes and skills to cater for the CC’s future needs. The LSP 
could introduce and offer a similar value proposition to its other business customers. 
The citations above illustrate this opinion. 

6.6.2 The CC–CM relationship  

Within this contractual relationship, the formation of a resource portfolio has been 
analyzed earlier. The allocation and utilization of resource elements and 
competence were in line with CM’s value proposition to meet the CC business goals. 

“[We] had to make decisions on how to cut costs … and move to an 
outsourcing-model.” (Supply & Sales Support Manager-CC)  

“The main reason is to capture the maximum value by increasing our 
operational efficiency.” (Purchase Manager-CC)  

“We have a very crucial part … [adding] lots of value.” (CEO-CM)  
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As can be seem in the citations above, before the implementation of this 
outsourcing relationship, the CC had the required resource base to manufacture and 
assemble the machines in its own in-house production facility. The CC rearranged 
its resource base to focus on its core competence.  

“We want to make operation easy and cheaper.” (Purchase Manager-CC)  

“The direct cost of the product today is far less than it used to be. We created 
this together [with CM]. At present, this arrangement [is] a more cost 
competitive and efficient set up.” (CEO-CC)  

The CC expects the CM to plan and utilize its resources to achieve operational and 
economic efficiency in production. Both partners are supporting each other to be 
innovative in improving the operations to attain better outcomes. 

“Now we have flexibility… which, we could never have if we kept our own 
production in-house.” (Purchase Manager-CC)  

“The flexibility in capacity and resource utilization is the key value and an 
important one. We have capacity and we are very flexible.” (CEO-CM)  

As can be seen in the citations above, the CM can adjust the production capacity. It 
can increase it, double it, or can reduce it to zero. The CM has financial resources 
at its disposal, so it can purchase more expensive machine components on its own 
balance sheet. 

“At present, with the help of [the CM], we provide tools for real-time 
monitoring.” (Supply & Sales Support Manager-CC)  

The CM’s resources and competence help the CC to fulfill the promised value 
proposition and achieve business goals. 

“[With our] own resources and competence, we are quite productive. We follow 
quality, delivery times and accuracy. We put less hour. We have [made] these 
machines more profitable.” (CEO-CM)  

Due to its operational competence, the CM can achieve quality, delivery times and 
accuracy while using fewer resource and man-hours. The CM is able to calculate 
and measure such activities and processes by the clock in all phases of production, 
thereby improving its response and performance in this relationship. The citation 
above illustrates this argument. 
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 “It would not employ too much resources to delivers ten orders this month and 
scaling it up to twenty for next month.” (CEO-CC)  

“[The CM is] doing well. In future, we can easily increase the operational 
activities by engaging more people and workhours.” (Purchase Manager-CC) 

There are several opportunities for business growth, which would demand more 
resources and competence from the CM to manufacture more machines every 
month in its production facility. The CC is confident that it can acquire those 
resources from the CM to meet the future demand. The citations above illustrate 
this opinion. 

6.6.3 The LSP–CM relationship  

The outcome of the aligned LSP-CM relationship is described hereunder. The 
relationship alignment is limited to some of the operations only. 

“Now components are packed in the right way, so no time is wasted. 
Production takes lesser time. It is much quicker and ultimately machine 
deliveries are on time or even sooner.” (Purchase Manager-CC)  

“It is easier for [the CM] to start building the machines. [The LSP] is helping 
us to reduce the production time, we deliver the machines in promised time.” 
(Supply & Sales Support Manager-CC)  

“[The LSP] makes pre-assemblies almost correctly. It makes our job very easy. 
It helps our assembly people.” (CEO-CM)  

As can be seen in the citations above, the LSP delivers the parts in a proper sub-
assembly setting to the CM. This means, the sorting of the components has already 
been done by the LSP staff before-hand prior to reaching the CM’s factory. It is a 
time and cost efficient way to perform the business process which the LSP does 
within its outsourcing scope. 

“In fact, it is possible that we make a similar arrangement with [the] LSP for 
our other customers. It would be good.” (CEO-CM)  

The future of this operational relationship is to develop a new service package for 
the CM’s other business customers, based on the current services provided by the 
LSP. The LSP has provided a sufficient resource base and has the competence to 
deliver it effectively to other potential customers in the future. 
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6.7 Summary of the chapter  

This chapter deals with the empirical data analysis. In the first step, addressing the 
‘what’ part of the analysis, the elements in each actor’s resource portfolio were 
identified and the nature and scope of relationship was established. The actors 
possess unique resources elements and competence and jointly agreed to engage 
and utilize resource portfolios as described in sections 6.1-6.3 to achieve mutually 
desired outcomes of an outsourcing arrangement. The relationships among three 
actors in this triadic setting are described in section 6.4. 

In the second step, addressing the ‘how’ part of the analysis, the above 
mentioned three relationships i. the CC-LSP relationship, ii. the CC-CM 
relationship, and iii. the LSP-CM relationship are analyzed for four relationship 
alignment mechanisms including 1. process standardization, 2. control, 3. 
coordination, and 4. organizational culture. This part of the analysis generated three 
specific sets of data analysis corresponding to four alignment mechanisms. Thus, 
altogether twelve sets of data analysis were produced as described in sub-sections 
6.5.1-6.5.4. The analysis highlights the changes in the resource portfolio elements 
along the time dimension of the relationship. The sequence of the analysis was 
influenced by contextual triadic setting. It is important to highlight that the 
relationship mechanisms and the resources have been evolving in the relationships 
along the time dimension, thus the analysis was carried out accordingly. 

In the final step, addressing the ‘why’ part of the analysis, the relationships 
were analyzed to highlight and identify the mutually achieved outcomes of the 
outsourcing relationships as described in sub-sections 6.6.1-6.6.3. This time-based 
aspect is not about the scope of the outsourcing services and how it grew, increased, 
or decreased between the actors. This aspect is to explore the alignment of 
relationship and to ascertain whether resource portfolio elements stayed aligned or 
if they needed certain mechanisms to maintain the alignment in times to come. 
Similarly, the analysis sheds light on whether the relationships would keep 
changing towards better alignment in the future. 

The empirical analysis address the main question of how outsourcing 
relationship are aligned through resource portfolios. The focus on the past, present, 
and future is related to the alignment of the relationship and the use of the alignment 
mechanisms over time. The discussion on the findings of the empirical analysis are 
presented in the next chapter. 



147 

7 Discussion  
This chapter presents the a posteriori model of the study and discusses the findings 
from the empirical analysis and the literature review. The answers to the research 
questions are provided. The theoretical contributions and managerial implications 
of the study are proposed. The evaluation of the quality of the research is stated. 
The later part of this chapter touches upon some of the limitations and suggests 
possible future research directions. 

7.1 A posteriori model of the study  

The empirical context of this study encapsulates three actors who are involved in 
an outsourcing arrangement. The CC is a machine manufacturer without an actual 
manufacturing or assembly factory. It has developed an outsourcing relationship 
with two of its partners. The LSP is a traditional actor with certain resource 
elements and competence in its portfolios to carry out traditional logistics related 
operations. Similarly, the CM is a traditional manufacturing and assembly service 
provider with specific resource elements and competence. 
 

Fig. 11. A posteriori model of the study.  
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Resource portfolio commitment to align relationships  

As depicted in Figure 11, the scattered resource elements and competence of each 
actor exist within the boundaries of the firms and are independent of the newly 
formed outsourcing relationships. At this stage, the relationships are considered as 
unaligned. At the outset of the CC-LSP relationship, the human resources are 
combined to re-design a joint business model, where processes are altered, 
simplified, and broken down into smaller activities. People from both actors 
prepared process flow charts and developed written instructions and documentation 
which would provide clearer understanding of contractual responsibilities of and 
desired objective. The competence resources are combined to share knowledge 
about how each process should be done efficiently. It is the responsibility of the CC 
to provide complete and correct information to the LSP about specific components 
that would be part of the sub-assemblies and would be used in the various machine 
models during manufacturing. 

Both partners intended to establish a commonness or regularity in the process 
execution and use of resources after necessary alteration keeping in mind the 
objective of each process. It was a joint effort to match the resource base and 
competence of the LSP with what the CC needed for its business. Before the actual 
implementation of the new arrangement, both partners carefully discussed each 
process and the role of the personnel in those processes. The activities that would 
remain in the CC’s core processes and those which would be transferred to the LSP 
were jointly discussed. 

The CC provided technological resources to both the LSP and CM to ensure 
that the processes remained in a certain order from the sales order stage to actual 
delivery of the machine. The CC and CM jointly worked on ideas to prepare process 
documentation including even the smallest detail with clear resource engagement, 
especially the involvement of people from both companies. The CM followed the 
step-by-step instructions given by the CC to manufacture the ordered machines. To 
align its relationship with the CC, the CM engaged its resource elements based on 
the standardized processes, which helped avoid the under-utilization of resource 
elements. Additionally, regarding the CC-CM relationship, the standardization of 
output seemed to be more important to perform better in this relationship. 

Due to a non-contractual nature of LSP-CM relationship, the resource elements 
are not directly tied up between these actors. The alignment in LSP-CM 
relationship is limited to the sequence of activities in terms of matching delivery 
schedules. Routine operational interaction between human resources often takes 
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place because the output of the LSP becomes the input for the CM, which indirectly 
influenced the resource engagement and utilization. Hence, the standardization of 
output seems important in aligning this operational relationship. As the 
implementation of outsourcing arrangement continues, the relationship alignment 
moves to the next phase. 

Resource portfolio utilization to align relationships  

The CC and LSP jointly ascertained the critical points in operations and agreed on 
realistic time durations required to perform certain business processes. Both actors 
agreed on minimum and maximum limits to execute certain activities within 
specific time, quality and cost parameters. Thus, benchmarked the resource 
utilization. The LSP compared the man-hours with the contract selling price to 
perform well in this relationship. Optimum resource utilization became an 
imperative to fulfil the CC’s business needs within allowable cost limits. The LSP’s 
resource portfolio utilization depends on the information shared through the CC’s 
ERP system. The CC controls the contents, speed, and frequency of the information 
and acts as a channel for information distribution. The CC shares the necessary 
information with the LSP. However, the actual resource utilization starts when a 
purchase order is received via CC’s ERP system. 

By combining competence resources with the CC, the LSP has trained its 
human resources to match its operational performance in line within the agreed 
allowable time, expected cost and desired service quality as well as to avoid any 
sudden work hold-ups. The LSP’s resource utilization is directly involved in 
logistics and purchasing activities, it takes care of the orders in terms of correct 
component and delivery time. As long as the information is correct and the 
deliveries are without missing components, the LSP is able to utilize its resources 
efficiently thus performing well in this relationship by delivering its services within 
cost and time limits. The LSP also utilizes resources from its global logistics partner 
and local sub-contractors where the LSP’s own resources are not utilized. The CC 
shares feedback with the LSP in order to identify operational issues and jointly find 
solutions. 

The CM’s resource utilization starts as the CC provides necessary information 
to initiate purchasing and production activities. The CM’s work-planning team 
generates a BoM with control codes related to price and any additional costs. All 
components are coded in an ERP system to avoid errors in production, which would 
result in resource wastage. The CM utilizes its resource elements according to the 
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manufacturing plan. Keeping an up-to-date BoM becomes a very difficult task 
considering that the CC can request changes even after the production process has 
started. The CC may inform the CM to hold the production for certain period of 
time until the LSP delivers the required components according to the new design 
and specifications. Sometimes the whole assembly position needs to be re-arranged 
in real-time. The CM faces challenges in terms of resource utilization and to follow 
up on all the changes at the right time. 

The CM relies on the CC for correct information about the quantity and 
specification of parts that need to be purchased using the CM’s own financial 
resources. Although the content of the information is sorted and managed by the 
CC, the CM still ensures that the order is completely understood with the correct 
quantities and required specifications for the machine. Decisions based on incorrect 
information may lead to wastage of capacity and resources. The CM pays special 
attention to the inventory levels and the turn-around time. In the CC-CM 
relationship, the accuracy of information is considered a means to control the 
performance of the supplier. A reliable forecast helps the CM in planning and 
utilizing required resources to deliver the services. For the CM, efficient resource 
portfolio utilization means maintaining the production quality against set 
parameters for customer satisfaction in this relationship. The CC gets a full report 
on the quality of the produced machines. In order to perform well in this 
relationship, the cost of the production activities must be within a certain limit. The 
CM’s ERP based BoM and cost accounting competence help track the costs related 
to each activity and additional costs arising from re-work. 

Resource portfolio adjustment to align relationships  

As shown in Figure 11, the implementation of outsourcing arrangement continues, 
the relationship alignment moves to the next phase. The shared technology resource 
becomes a channel for formal communication between the CC and the LSP. The 
LSP adjusts its resource elements to deliver logistics and purchasing services 
matching the prevailing needs of the CC. The LSP adjusts its resource elements and 
coordinates with the CM to deliver shipments on time. The accuracy of delivered 
components to the CM’s factory and the shipment delivery times are two important 
factors that influence this operational relationship. Secondly, promptness in taking 
corrective actions, as a regulatory mechanism is also critical in achieving the 
desired results. The partners discussed possible options for mutual adjustment of 
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the business operations. Adjustments in resource portfolio enables the partners to 
perform well in this relationship. 

Actors arrange operational meetings to check that all operations and activities 
are done smoothly. In addition, the CC arranges joint managerial meetings to 
discuss and monitor the whole cooperation with higher management of the LSP. In 
the CC-LSP informal meetings, the participants discuss what is expected from the 
relationship in terms of daily operations, picking and shipping of the components, 
the ordering process, missing components etc. Informal communication in the form 
of joint meetings, phone calls, and discussions helped the partners to get to know 
the desired goals of the outsourcing relationship. The CC clarifies any 
misunderstanding so that the LSP can adjust its resources in line with CC’s business 
needs. 

The LSP has a manager, who is directly responsible for the CC’s scope of work. 
The CC has a key accounts manager for this outsourcing arrangement who acts as 
a link between the LSP and CM. The CC directly coordinates with the LSP to 
provide correct and necessary information. Through formal and informal 
communication, the LSP also makes adjustments in the use of resources from its 
own suppliers to meet the operational needs. The resource portfolio adjustment 
between the LSP and its suppliers play a significant role in this relationship helps 
improve the performance of all parties. The CC’s production forecast becomes 
important reference point for the LSP to make resource adjustment for the coming 
weeks. The LSP adjusts its resources in a more efficient manner resulting in fewer 
man hours. The CC expects that this operational improvement is going to be 
mutually fruitful for this relationship in the future. Such joint coordination efforts 
will improve the operational processes at the LSP’s warehouse making the 
adaptation of business processes easier and more cost efficient. The LSP will be 
able to perform the required tasks with fewer resources, hence performing well in 
the relationship. 

Within the CC-CM relationship, the resource portfolio adjustment is spread 
over the purchasing and manufacturing activities. The CM supports direct 
responsibilities and communication as means of effective coordination. Through 
regularly coordination, both actors mutually adjust resource portfolio to meet on-
going production needs. The CM uses to-do lists and timetables for each activity 
related to each ordered machine. It helps in making adjustment in resource elements. 
Similarly, the CM uses CC’s production forecast for initial resource and capacity 
planning, however sometimes it is challenging for the CC to provide a realistic 
forecast because of the large number of end-customers. Hence, there are some 
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surprises every now and then for the CM. The CM needs to monitor and adjust its 
resources according to actual versus planned production capacity. In order to stay 
competitive, the CM make such adjustment by transferring some of the resources 
to its own machine assembly department to the CC manufacturing department or 
vice versa. The resource portfolio adjustment and coordination in LSP-CM 
relationship is limited to operations only. 

Resource portfolio modification to align relationships 

As shown in Figure 11, in this phase the resource elements in the resource portfolios 
are willingly removed, replaced, or added by the actors. As the actors continue in 
the relationship, the adjustment and modification of resource portfolios become 
means to mutually adjust the business processes to respond to changing market 
demands. As the resource elements evolve in the relationship along the time 
dimension, certain resources are added or willingly replaced by the actors, 
modifying the resource portfolios. Similarly, resources are willingly removed to be 
used in other operations of the organization. 

Due to the openness in the organizational cultures, actors try new ideas to 
modify resource portfolios to become more efficient and competitive. The resource 
portfolio modification allows actors combine resources and competence according 
to prevailing business needs. The CC wants to dedicate its resource and competence 
to its core business area only. With this triadic outsourcing arrangement in place, 
the CC now can manage logistics and manufacturing under one roof. The CC has 
access to the CM’s resources and competence and is thus able to turn fixed cost 
into variable cost according to sales orders and delivery schedules, keeping the total 
price of the machines very competitive. The required resource elements are added, 
replaced or removed by outsourcing partners based on the CC’s business needs. 

The LSP’s fast decision-making supports resource portfolio modification to 
deliver logistics and purchasing services on time. The open-books policy in this 
relationship strengthens the transparency. However, there are no performance-
based incentives, reward, or penalties in the CC-LSP relationship. The resource 
portfolio modifications are made purely on the basis of operational needs and to 
achieve higher level of service quality rather than for an economic gain. For 
example, the LSP invested in creating a new resource element in form of a robotic 
automated storage facility for faster and more accurate warehouse operations. 
Similarly, the LSP follows instructions related to cost effectiveness that are jointly 
agreed with the CC in modifying the portfolio of resources and competence from 
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its own external sub-contractors and global partner. Furthermore, the LSP often 
needs to make modifications in its financial resources to perform better in this 
relationship. 

The CM has autonomous decision-making powers within its organizational 
boundary. The CM systematically follows the manufacturing operations modifying 
its resource base accordingly. Easy and fast communication between the partners 
helps solve routine operational issues. Both partners can come to a decision about 
resource portfolio modification without unnecessary steps. The CM has the 
manufacturing capacity with the ability to increase or reduce its production, 
through modifying its resource portfolios to suit the CC’s delivery schedules and 
business needs. This adjustable operational capacity is made possible because the 
CM also manufactures many products for its other customers, so it can modify its 
resource elements without being too expensive. Having transparent and open-books 
policy in the CC-CM relationship, the CM provides cost accounting data including 
actual costs related to resource consumption to the CC. 

In summary, due to its modern way of thinking, the CC is able to steer the entire 
transformation process. Such a shift requires considerable changes in the way an 
organization thinks of its resources and competence. The resource base and 
competence of the LSP and the CM are in line with the CC’s current business needs 
to smoothly deliver logistics and manufacturing services. An increase in the CC’s 
product line would require completely new set of documented processes for those 
new products. However, since partners intend to standardize operations, it would 
be an added opportunity for the CM’s existing services and turnover. In the case 
that the CM received more orders, through greater volume, it would be easier for 
the CM to utilize its resources and perform better in this relationship in the future. 
The LSP’s current resource base and competence helps the CM reduce the 
production time and use its human resources in a cost effective manner. Within the 
operational relationship, the LSP adheres to the agreed scope and sequence of 
activities, which in turn matches the operational routine of the CM, who intends to 
use similar services from the LSP for its other business customers in the future. 

7.2 Answer to the research question  

This study explores resource portfolio-based alignment of outsourcing 
relationships. The aim of the research has been operationalized by formulating 
three specific sub-questions. Based on the empirical analysis, this study attempts to 
answer following three sub-questions. 
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1. How are customer-supplier relationships aligned through resource portfolios?  
2. How certain mechanisms influence resource portfolio-based alignment of 

relationships? 
3. What are the outcomes of resource portfolio-based aligned relationships? 

Answers to these sub-questions shed light on the resource portfolio-based 
alignment of relationships in a triadic setting in supply chain context. 

How are customer-supplier relationships aligned through resource 
portfolios?  

In this study, the alignment is considered as an ongoing process of forming timely 
and harmonious associations between mutually supporting actors. The alignment 
of relationship takes place over time and passes through several phases. At the 
beginning of a relationship, each actor possesses a unique portfolio of resource 
elements including physical assets, capital, technology resources, human resources, 
processes and competence. At this stage, a relationship is considered as unaligned. 
Several changes take place through the time dimension covering when the resource 
portfolios are created, engaged, utilized, adjusted and modified by each actor to 
achieve possible relationship alignment. This study finds that at the outset of the 
relationship, these resource elements are combined between the customer and its 
service providers to form inter-firm resource portfolios which are engaged and 
utilized to perform operational activities and hence, provide a means for possible 
effective performance and desired outcomes. 

The human resources are combined between the actors to re-design joint 
business processes by simplifying complex processes into specific logical smaller 
activities. It provides a clear understanding to the personnel about how each process 
should be done. The competence resources are combined to share knowledge 
including complete and correct information required to achieve the activity-level 
objectives. Keeping in mind such objectives, both actors establish a commonness 
or regularity in the process execution and efficient use of resources. As a joint effort, 
actors match the resource base and competence required to perform defined 
business processes. To further align the relationship, more resource elements are 
gradually combined to ensure step-by-step process execution remains in an order 
throughout the scope of service. Both actors avoid under-utilization of resource 
elements to perform better in a relationship. 
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The portfolio of human resources from both actors jointly work to find the 
critical points in operations and ascertain realistic time durations required to 
perform certain business processes. A mutual consent is established between both 
actors on minimum and maximum limits and parameters to carry out activities in 
terms of time, quality and cost. Thus, the activity execution timelines and resource 
utilization are benchmarked which can be used later against the contractual terms 
and conditions. The optimum resource utilization becomes an imperative to fulfil 
responsibilities within allowable cost limits. The accuracy of contents, speed, and 
frequency of the information distribution through shared resources is controlled 
between actors. Timely and accurate information flow between actors plays a 
significant role in efficient resource utilization, hence performing better in a 
relationship. 

The actors train their employees to match the service quality and to avoid any 
sudden work hold-ups. Similarly, promptness in taking corrective actions is also 
critical in achieving the desired results. Actors discuss possible options for mutual 
adjustment of the business operations. In addition to informal communication 
including emails and phone calls, the actors regularly arrange operational meetings 
as well as more strategic high-level managerial meetings to discuss the whole 
cooperation. The appointment of key account managers also helps both actors to 
easily coordinate routine operations making it possible to mutually adjust and adapt 
to business processes in this outsourcing relationship. Adaptation of the business 
processes enabled the partners to perform well in an outsourcing relationship. The 
alignment of the customer-supplier outsourcing relationship through resource 
portfolio is an ongoing process. As long as the business processes that have been 
assigned an optimum resource portfolio are not changed, the alignment may sustain 
itself generating operational and economic benefits for the mutually supporting 
actors. New market demands or changes in business model would require new 
resource elements and competence to be created to achieve desired outcomes. 

How certain mechanisms influence resource portfolio-based alignment of 
relationships? 

The answer to this sub-question highlights the role of the alignment mechanisms 
as a relationships move through time from one phase to another. In order to create 
a timely and harmonious association, the actors mutually develop an understanding 
of contractual responsibility and resource commitment to effectively combine and 
engage the necessary resource elements and competence in a specific order at an 
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activity level. Process standardization as an administrative mechanism helps to 
achieve such a contractual understanding through mutual efforts and knowledge 
transfer between actors. As the relationship proceeds, jointly created resource 
portfolios are engaged, the utilization of the resource elements at the process-level 
is monitored by the actors against predefined operational benchmarks and cost 
limits. Optimum resource portfolio utilization is achieved by adjusting the resource 
elements in the portfolios, which is supported by control as a regulatory mechanism 
to ensure efficient execution of business processes within predefined and allowable 
limits. The control mechanism enables actors to perform well in a relationship. 

As the actors continue in the relationship, the adjustment and re-allocation of 
resource elements and re-structuring of activities become means to mutually adjust 
the business processes to respond to changing market demands. Adaptation of the 
business processes enabled the partners to perform well in an outsourcing 
relationship. Coordination as an administrative tool helps actors integrate dispersed 
activities in an orderly manner, so that required resources and competence are 
allocated. The actors informally and regularly coordinate with each other, engaging 
in capacity planning and resource utilization to meet the business needs within 
allowable limits. Regular operational level meetings provide managers from both 
partners to discuss and resolve issues. Feedback between the two actors serves as a 
means to modify or adjust the resource utilization and to improve the business 
processes to achieve desired outcome of this relationship. Similarly, coordination 
between higher management helps address more strategic matters related to the 
overall outsourcing arrangement. 

Relationships in a dynamic supply-chain environment demand quick and 
autonomous decision-making related to resource portfolio creation, engagement, 
utilization, adjustment and modification. The efficient implementation of an 
outsourcing relationship from one stage to another needs some form of mutually 
binding glue that holds the actors together in their day-to-day business operations. 
The culture of an organization drives the attitude of the management and employees, 
which weaves together the resources, activities, and actors of mutually supporting 
actors, creating a timely and harmonious association to achieve the desired 
outcomes of the outsourcing relationship. Once again influenced by the alignment 
mechanisms, these resources may pass over time from one stage to another in a 
relationship to be aligned in the future. 
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What are the outcomes of resource portfolio-based aligned relationships?  

The resource portfolio-based relationship alignment enables the actors achieve and 
sustain operational and economic benefits. By formation of inter-firm resource 
portfolios, the outsourcing customer and service providers commit and utilize 
various resource elements and competence in an optimal manner to deliver desired 
value proposition. The resource elements within portfolios are regularly adjusted 
to meet dynamic supply chain demands. Besides, the portfolios are willingly 
modified making relationship alignment an on-going process. During the course of 
the relationship, the alignment mechanisms play a role in aligning the outsourcing 
relationship over time par excellence for the prevailing operations to achieve 
mutually beneficial objectives. This study highlights some of the mutually 
beneficial outcomes of resource portfolio-based relationship alignment in a triadic 
setting. 

The outsourcing customer mainly concentrates on its core competence and 
keeps only those resource elements and competence, which are directly related to 
core business area. By combining these resource elements with those of service 
providers in this relationship, the outsourcing customer achieves competitive 
advantage in its business operations, thus creating value for its own customers. By 
combining financial resources as part of arrangement, the outsourcing customer 
achieves flexibility in its capital and working cash flow. Similarly, to meet actual 
business needs of the outsourcing customer due to market volatility, portfolio-based 
relationship offers variable resource utilization from suppliers. The required 
resources are effectively combined and scaled to match the prevailing production 
demand for efficient turnover and economic benefits. The outsourcing customer is 
able to deliver better quality products at a competitive selling price to its end-users. 

From the service provider’s point of view, the resource portfolio-based 
relationship alignment help capture the maximum value by increasing operational 
efficiency through efficient resource utilization. The relationship alignment 
mechanisms play an important role in delivering the services on time, cutting extra 
costs, and reducing the direct cost of manufacturing. The outsourcing relationship 
is aligned through resource portfolios that enable actors to timely exchange 
accurate information, monitor manufacturing and shipment status in real time, and 
take calculated decisions in terms of availability, capacity adjustment, efficient 
engagement and utilization of resources to respond to sudden needs thus, achieving 
mutually beneficial outcomes. 
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With the help of resource portfolios-based relationship alignment, the overall 
outsourcing arrangement results in value creation for all the actors involved. 
Another outcome is that a similar resource portfolio commitment can be offered to 
other business customers to effectively combine and engage required resource 
elements and competence in other relationships. This outcome is directly related to 
the operational efficiency and scalability of services at a very competitive 
manufacturing and logistics costs. 

7.3 Theoretical contributions 

This study theoretically contributes to the on-going research with respect to the role 
of inter-firm resource portfolios in the management and evolution of customer-
supplier relationships. This dissertation forms a strong integration between the 
RBV and the INV which constitutes a fruitful ground for theoretical contributions 
to the extant supply chain and strategic management literature. 

This study proposes an outsourcing relationship as a strategy that deals with 
the acquisition, integration, and utilization of resources and competence between a 
customer and its supplier in a supply chain. The alignment is seen as an ongoing 
process of timely and harmonious association between mutually supporting actors. 
The application of a process perspective on the alignment of outsourcing 
relationships is a clearly relevant topic in the logistics research discipline 
(Storbacka, 2012). An inter-firm resource portfolio (Galbreath, 2005) is considered 
as a combination of internal and external resources contributed by customer and its 
supplier in a supply chain to carry out certain sets of business operations to achieve 
operational efficiency and value. This study synthesizes multiple theoretical 
perspectives and literature streams to develop an analytical framework. The 
dissertation proposes empirically grounded observations to theorize on the 
portfolio-based alignment of outsourcing relationships. 

Firstly, the dissertation contributes to the literature related to resource portfolio 
concept (Galbreath, 2005). In previous studies, the resource portfolio approach has 
been used from only one focal firm’s perspective. This study uses resource portfolio 
approach to explore the alignment of outsourcing relationships in a triadic setting 
where tangible, intangible and competence resources from a customer and its two 
suppliers are combined in a triadic arrangement having strategic and operational 
relationships. This study is one of the few studies that explore the customer-supplier 
and supplier-supplier relationship alignment through resource portfolios. The 
empirical analysis implies that relationship alignment can be achieved through 
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responsible commitment, utilization, adjustment, and modification of available and 
new resource elements in inter-firm resource portfolios. The empirical exploration 
of this study proposes that such relationship alignment results in operational 
flexibility and cost efficiency as well as creates value for all actors involved. The 
effects of outcomes from such aligned relationships can be scaled to other markets 
and business customers. The empirical results in this case reveal that performance-
based incentives, rewards or penalty clauses do not play an important role in neither 
customer-supplier nor supplier-supplier relationships. 

Secondly, this study explores the resource portfolio-based relationship 
alignment over time in a triadic setting. This study brings forward an empirical case 
example of a triad from the Finnish logistics and supply chain context that supports 
the ARA propositions (Håkansson & Snehota, 1995). As such, the resource 
elements (Actors, Resources, Activities, Competence) passively exist in a 
relationship (Koka & Prescott, 2008). This dissertation proposes that the resource 
ties are purposefully built by the actors in business relationship to execute various 
activities, such resource ties do not take place in operational relationships. 
Additionally, activity links and actor bonds are purposefully created in both types 
of relationships. Alignment mechanisms support the formation of activity links and 
actor bonds. The study suggests that forming resource ties, activity links, and actor 
bonds enables actors to jointly commit, utilize, adjust and modify resource 
portfolios to achieve mutually desired outcomes of the aligned relationship. 

Thirdly, this study contributes to the evolving discussion on certain 
mechanisms that are important for customer-supplier relationship alignment 
(Selviaridis & Spring, 2018) by exploring these four mechanisms in a triadic setting. 
The dissertation proposes that the process standardization (Slack et al., 2016) as an 
administrative mechanism helps actors understand resource-level contractual 
responsibilities related to resource commitment to execute various activities. Such 
mutually developed understanding supports formation of inter-firm resource 
portfolios at the start of a relationship and whenever there is a change in customer’s 
needs or the supplier’s scope of service. More specifically, in a triadic outsourcing 
arrangement, the standardization of supplier’s output (Lunenburg, 2012) becomes 
important in aligning operational relationship. Control (Otely et al., 2016) as a 
regulatory mechanism helps achieve resource utilization within mutually defined 
parameters. Such activity-level operational and economical limits are mutually 
agreed by the actors, who adjust the resource utilization against benchmarks.  

Furthermore, the empirical exploration of this study shows that customer-
supplier coordination (Das & Teng, 2000) acts as an administrative tool that 
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oversees business processes and management of customer-supplier and supplier-
supplier relationships in general. It helps actors adjust resource elements and re-
structure activities, integrating new resource portfolios between actors to mutually 
adjust and adapt to operational needs. This study suggests that in a triadic 
arrangement, such coordination in supplier-supplier relationship is limited to 
execution of operations only. The organizational culture (O’Reilly & Chatman, 
1996) as a normative glue binds the business relationships together. It supports 
resource portfolio-based, timely, and harmonious associations using other 
mechanisms at any given time throughout an outsourcing relationship as well 
as towards possible better relationship alignment to achieve mutually beneficial 
goals according to future needs. This study provides empirical evidence on such 
potential mechanisms that influence the alignment of outsourcing relationships. 

7.4 Managerial implications  

This study synthesizes several implications related to the portfolio-based alignment 
of relationship to guide supply chain and operations managers. First, operations 
managers should realize that internal and external resources from counterparts can 
be combined to form resource portfolios. Better understanding of inter-firm 
resource portfolios would significantly affect the acquisition and engagement of 
resources within and outside the firm’s boundaries. Managers must keep in mind 
the internal core competence areas while redesigning business operations, which 
may demand the re-allocation of resource elements and re-structuring of activities 
to achieve desired organizational-level goals. 

The empirical findings provide insights for managers pertaining to the possible 
alignment mechanisms that can be applied to align outsourcing types of 
relationships. In a business relationship, a customer organization can transfer 
knowledge and combine its competence with a supplier to increase the supplier’s 
competence resource to efficiently perform non-traditional business processes. 
Managers can administrate such relationships through process standardization to 
develop a clear understanding of responsibility divisions and contractual 
commitments concerning resource engagement. Managers may avoid resource 
wastage by jointly preparing activity-level, step-by-step documentation and 
process flows. 

Second, operations managers in today’s IT-supported production environment, 
could utilize support from available IT tools and software to ascertain critical points 
in the business processes and then monitor and regulate the optimum resource 
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utilization against benchmarks to achieve operational efficiency. Similarly, with the 
help of shared technology resources, the speed, frequency, and content of formal 
information can be controlled. Managers should pay attention to the fact that the 
necessary training of the staff is an imperative in order to achieve the desired output. 

Another managerial perspective is related to the economic and operational side 
of the relationship, where the integration of resources is achieved through regular 
informal communication between the organizations to maximize the benefits of the 
combined resource utilization in the relationship. Furthermore, the direct 
supervision by a manager or appointment of single point of contact between the 
customer and supplier can becomes a means to coordinate routine business 
activities. 

The study sheds light on the importance of resource elements extended by sub-
contractors and partners in short-term resource utilization and in long-term resource 
planning to meet the business needs. Managers themselves can become an example 
of best practice and let others follow them to develop trust between inter-firm teams. 
Managers should never neglect the importance of motivating counterparts. 

The findings suggest that higher management’s way of thinking drives the 
innovation in new B2B relationship models. Such a mind-set is necessary to 
implement transformational outsourcing arrangements. Autonomous and fast 
decision making by the responsible manager supports decisions related to the 
addition, replacement, or removal of resource elements. Similarly, transparency 
and openness in joint regular communications become a means to improve resource 
utilization. Finally, the findings warn managers that incentives, rewards and penalty 
clauses are not always a means to achieve desired results in aligning outsourcing 
relationships. 

7.5 Research evaluation 

In order to ensure the trustworthiness and rigor of qualitative studies, criteria of 
confirmability, credibility, dependability, and transferability should be evaluated 
(Guba, 1981; Lincoln & Guba, 1985). Such criteria must be adhered to right from 
the beginning of the research process. These factors are frequently applied for the 
evaluation of the research within supply chain and logistics streams (Halldórsson 
& Aastrup, 2003).  

In this study, confirmability refers to the degree of confirmation of the findings 
that other researchers could establish (Korstjens & Moser, 2018). Confirmability 
shows that findings of the research are based on empirical data analysis rather than 
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the researchers’ own opinions. Such research quality is achieved by describing the 
design of the qualitative study. This study consists of a comprehensive description 
of the research design to ensure confirmability. The empirical data of this study 
encapsulates the customer-supplier outsourcing relationships that occurs over 
several years. The analysis of the study covers past years during which the actors 
created, modified, and removed resources in order to align their outsourcing 
arrangement to fulfill their business needs and to achieve desired outcomes. The 
emergent themes were assessed to be applicable to all three inter-organizational 
relationships in this outsourcing arrangement. The analysis follows a systematic 
approach that involves checking and re-checking the data to avoid repetition. To 
some extent, the analysis also follows a chronological approach using a significant 
number of citations from the respondents to ensure confirmability. All the data were 
stored in the form of electronic files. A different approach could have been 
conducted e.g. a more mechanical approach. 

The credibility of a study is achieved through triangulation (Lincoln & Guba, 
1985; p. 269). This means the researcher has collected the empirical data and 
analyzed the empirical data in a proper manner. Credibility in research is 
established by using various methods to show the true findings of the study. The 
researcher’s own professional experience afforded firsthand knowledge of the core 
topic of the study. Additionally, an extensive review of the literature helped the 
researcher become familiarized with the relevant seminal works in the field and to 
gain a conceptual understanding of the topics, which later helped during the 
interview with the informants (Eisenhardt, 1989; Yin, 2003; Daniels & Cannice, 
2004). Furthermore, in order to cover consistent topics, the researcher used an 
interview guideline and transcribed the recorded interviews. The respondents 
included representatives from higher and middle management who were actively 
involved in the outsourcing arrangement. Secondly, this study employs a broad set 
of data that represents the intended views of respondents belonging to all three 
organizations in this real case of a customer-supplier outsourcing arrangement. 
Finally, to achieve triangulation, the empirical data was analyzed manually to 
ensure that the findings of the study depicted the correct interpretation of the 
original views of the respondents on the phenomenon under study. This process 
ensured the credibility of the research and avoided the researcher’s bias. 

Dependability reflects the traditional view of research design reliability. 
According to Eriksson & Kovalainen (2008, p.294) dependability refers to the 
stability of research findings over time. Stability is achieved by carefully designing 
the research process and ensuring that the evaluation, interpretation, and 
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recommendations are in line with the collected data from the respondents. In this 
sense, the more involved the researcher is in the research process, the more 
dependable the findings are. Presenting parts of this study as full papers at reputable 
conferences, which follow a double blind review process, guided the researcher to 
carefully follow the research process. This study is based on a documented research 
process and has a logical and traceable research design to ensure the dependability 
of the study (Lincoln & Guba, 1985). Semi-structured interviews were conducted 
with respondents who were directly involved in the implementation of the 
outsourcing relationship. As described earlier, the triangulation during the 
empirical analysis also fosters the dependability of the research process applied in 
this study. 

In qualitative research, transferability refers to the degree to which the results 
of a qualitative study could be generalized to other settings or contexts. This means 
applying the results from a particular situation to other situation. The transferability 
of this research is enhanced first by providing a detailed description of the Finnish 
supply chain and logistics landscape within the industrial machine manufacturing 
sector and secondly by providing a thorough description of the scope of customer-
supplier relationships. Although the outsourcing case in this research represents a 
unique arrangement between a customer and its suppliers in the Finnish context, 
the findings of this study can be applied to a wider set of customer-supplier 
outsourcing relationships. 

7.6 Study limitations  

Like other empirical studies, this study also has some limitations. It should be noted 
that the semi-structured interviews were conducted based on the personal 
experiences of the respondents who were involved in this outsourcing relationship 
with the customer and its supplier firms. Therefore, there may be some bias in their 
responses to questions related to the phenomenon under investigation. The data for 
this study was gathered in Finland using only one focal customer and two suppliers 
with a limited number of respondents. Thus, care should be taken in generalizing 
its findings. Research limitations could be addressed through possible future 
studies to enhance the generalizability of the results. 
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7.7 Future research directions  

This study uses a specific outsourcing arrangement in terms of resource elements 
(Actors, Resources, Activities, Competence) in the Finnish context. Possible future 
studies could be conducted in other branches of manufacturing and logistics, where 
the actors possess different sets of resource elements in their portfolios, which may 
be combined in other contexts. Another research direction could include an analysis 
of horizontal relationships using similar alignment mechanisms. A possible venue 
for future research would be to complement this study with another set of suitable 
theoretical perspectives to further enhance our understanding of the resource 
portfolio-based alignment of B2B relationships. Furthermore, considering 
ecosystems would be extremely interesting in a similar research in future. 
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8 Conclusion  
The main focus of this research is the alignment of outsourcing relationships. As 
such, the aim of the study is to explore portfolio-based alignment of outsourcing 
relationships in a triadic setting in logistics and supply chain context. The 
background outlines the importance of B2B relationships in business in general. 
The detailed description of outsourcing types of business relationships sets the 
stage for an in-depth discussion and the empirical analysis. The literature review of 
the underlying theoretical perspectives provides knowledge related to the resources, 
resource portfolio and relationships arenas. The review of potential alignment 
mechanisms offers a more comprehensive grounds to explore the resource 
portfolio-based alignment of outsourcing relationships. The review concludes with 
the a priory model of the study to steer the direction of the empirical analysis. 

In this study, a business relationship is viewed as a purposeful interaction. An 
outsourcing relationship is seen as a strategy that deals with the acquisition, 
integration, and utilization of resources and competence between a customer and 
its supplier in a supply chain. This study proposes a definition of alignment as an 
ongoing process of timely and harmonious association between mutually 
supporting actors. The term resource portfolio refers to a combination of internal 
and external resources, contributed by a customer and its supplier in a supply chain 
to carry out certain sets of business operations to achieve operational efficiency and 
value. 

The research design is based on the methodological choices that are in line with 
the aim of the study. A critical realistic paradigm has been adopted. A qualitative 
case study method provides opportunity to collect empirical data from the 
respondents. Using semi-structured, open-ended questions, altogether seven 
respondents from three case companies were interviewed. An abductive strategy of 
inquiry provides means to analyze the theory and the respondents’ own experiences 
simultaneously. The empirical data was analyzed using a direct approach to content 
analysis for all three relationships in a triadic setting with an iterative phase of data 
reduction, data display, and finally drawing the findings of the investigation as the 
a posteriori model of the study. 

This study empirically explores resource portfolio-based alignment of 
outsourcing relationships. The aim of the research has been operationalized by 
answering three logical and consistent sub-questions. The answers to the research 
sub-questions are provided, which shed light on the resource portfolio-based 
alignment of outsourcing relationship in a triadic setting involving an outsourcing 
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customer and its two service providers. The analysis of empirical evidence shows 
that each actor has a unique portfolio of physical assets, capital, technology 
resources, human resources, processes, and competence at the outset of the 
relationship. In order to create a timely and harmonious association at the beginning 
of a relationship, the actors mutually develop an understanding of the contractual 
responsibility and resource commitment to effectively combine and engage the 
necessary resource elements and competence in specific order at the activity level. 
The empirical analysis further discusses the changes in the resource portfolio along 
the time dimension ranging from the resources were created, engaged, utilized, 
modified, evolved, replaced, or removed by each actor to achieve possible 
relationship alignment. The answers also encapsulate the role of the alignment 
mechanisms as the relationships move through time from one phase to another. 

The study theoretically contributes to the on-going research with respect to the 
role of inter-firm resource portfolios in the management and evolution of customer-
supplier relationships. This study uses resource portfolio approach to explore the 
alignment of outsourcing relationships in a triadic setting where tangible, intangible 
and competence resources from a customer and its two suppliers are combined in 
a triadic arrangement having strategic and operational relationships. The empirical 
analysis implies that relationship alignment can be achieved through responsible 
commitment, utilization, adjustment, and modification of available and new 
resource elements in inter-firm resource portfolios. The empirical exploration of 
this study proposes that such relationship alignment results in operational flexibility 
and cost efficiency as well as creates value for all actors involved. 

During the course of the relationship, the alignment mechanisms play an 
important role in aligning the outsourcing relationship over time to achieve 
excellence in the prevailing operations and to achieve mutual objectives. The 
alignment of the customer-supplier outsourcing relationship through the resource 
portfolio is an ongoing process. As long as business processes that have been 
assigned an optimum resource portfolio are not changed, the alignment may be 
sustained generating operational and economic benefits for the mutually supporting 
actors. New market demands or changes in business model will require new 
resource elements and competence to be created. The study suggests that the effects 
of outcomes from such aligned relationships can be scaled to other markets and 
business customers. The empirical results in this case reveal that performance-
based incentives, rewards or penalty clauses do not play an important role in neither 
customer-supplier nor supplier-supplier outsourcing relationships. 
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Appendix 1. List of main themes and codes for 
data analysis  
The list of main themes and the codes within each theme is presented hereunder: 

Table X. List of main themes and codes. 

Description Main theme Codes 

Actors’ resource portfolio elements Resources • physical assets, 

• technology, 

• capital 

 Processes • activities, 

• routines 

 People • employee, 

• staff 

 Competence • know-how, 

• knowledge, 

• expertise 

Process Standardization as a relationship 

alignment mechanism 

Commonness • method, 

• sequence, 

• usage 

 Enablers • documentation, 

• flowcharts, 

• process-mapping, 

• IT-based workflow 

 Standardization of work 

processes 

• process designing, 

• simplification, 

• alteration, 

• step-by-step 

process, 

• written/coded steps 

 Standardization of output • specified results, 

• quality norms 

 Standardization of skills • specified 

knowledge, 

• trainings 

Organizational Control as a relationship 

alignment mechanism 

Regulatory Control Loop • monitoring, 

• performance 

measurement 

• (Cost/Time/Quality), 

• trainings 
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 Feedback Loop • organizational 

goals, 

• departmental goals, 

• corrective actions 

 IT-supported Control Loop • formal information 

flow, 

• bill of materials, 

• coded items 

Inter-firm Coordination as a relationship 

alignment mechanism 

Mutual Adjustment • adaptation to 

processes 

 Communication • informal 

communication, 

• meetings, 

• information 

transfer, 

• forecasts 

 Direct Supervision • key accounts 

managers 

Organizational Culture as a relationship 

alignment mechanism 

Shared Values • norms, 

• attitudes, 

• behavior, 

• beliefs, 

• leadership style 

 Motivation • intrinsic/extrinsic 

 Incentives • rewards, 

• penalties 

 Social normative glue • business practices, 

• communicative 

practices, 

• inter-partner 

interaction, 

• trust 

Outcome of aligned outsourcing 

relationships 

Operational Conditions • operational 

flexibility, 

• quality of 

operations, 

• operational 

capacity, 

• response, 

• performance, 

• focus on core 

competence, 
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• focus on fewer 

activities, 

• improved process 

execution, 

• access to external 

resources, 

• access to external 

competence, 

• risk sharing 

 Economic Conditions • cost reduction, 

• fixed to variable 

cost, 

• reduced balance 

sheet, 

• less held up capital 

 Mutual Value Creation • customer 

satisfaction, 

• new competence, 

• joint innovation 
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Appendix 2. Interview guidelines  
List of empirical questions. 

1. Can you please describe your company’s business, its services and 
customers? 

2. What was outsourced to [partner] in general terms? 
3. What were customer’s expectations from this outsourcing arrangement? 
4. What was the value proposition from [partner]? 
5. Can you tell us about the stages of this outsourcing arrangement? 
6. Can you explain [partner’s] position in [your] supply chain? 
7. Do you see this particular outsourcing arrangement as a changed 

environment? 
8. How does [partner] influence [your] supply chain? 
9. How do you manage your operations? 
10. What were the organizational changes for example did you make any 

special key account manager for this particular case or any other specific 
changes? 

11. How do you manage your resources within your network of suppliers? 
12. How do you identify internal or external factors that can cause uncertainty 

in performing your tasks? How do you manage these in this outsourcing 
arrangement? 

13. How do manage your resource base (technology, assets, people and 
operations) generally in terms of quantity and quality? 

14. In this particular outsourcing case, could you please explain some of the 
difficulties that you faced in managing your resource base? 

15. How do you manage and update your internal business processes keeping 
in view the required skills and future customer needs? 

16. How do you align your firm’s goals with your customer’s goals? 
17. How do you make adjustments in your daily routines to get involved in the 

day-to-day operations of your customer? 
18. How the communication system was developed internally and externally 

and what was the technology used for interactions to get the feedback? 
19. In terms of your skills and resources, how you can perform better in this 

relationship over longer period of time? 
20. Which part of this arrangement is unique and to what extent it is scalable? 

If so, what is required from both parties? 
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