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Abstract: The process of Outsourcing Logistics Service (OLS) is deemed incipient in the management of
organizations, not only because of the operational problems it presents, but also of its difficulties fitting into the
company’s overall strategy. The present theoretical study, building on the resource-based view of the firm, aims to
propose a framework that guides managers in developing strategies to OLS starting from the operational structure
to establish the necessary resources, capabilities, and routines. In addition, taken into account is the importance of
analyzing risks and resilience in the environment, concomitantly with the analysis of the operational structure. Thus,
four questions were developed, aimed at leading operations managers to reflect on the development of the strategy.
The framework proposed for OLS considers the supply chain management department as the main interlocutor
of the strategy. This framework can be adapted according with the necessity of the contracting company, and its
main intention is to enable the establishment of a project that contemplates the necessary resources, the capabilities
(criteria), and the operational routines (subcriteria) for the selection of a logistics service provider in the market, one
which truly addresses the needs of the organization. This framework is already intrinsic in the practical actions of
the authors, because of their extensive advisory activity over the last five years in OLS to logistics service provider.
In addition, it is worth mentioning that so far in the tacit applications of this framework there has been no application
similar to another.

Keywords: Outsourcing Logistic Services; Resource-based view; Performance indicators; Logistics service provider.

Resumo: O processo de terceiriza¢do de servigos logisticos (TSL) é considerado incipiente na gestdo das
organizagdes, ndo so pelas suas questoes operacionais como também pelas dificuldades de se criar elos com a
estratégia da empresa. O presente estudo teorico, fundamentado na Teoria Baseada em Recursos, visa propor um
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framework que oriente o gestor a desenvolver estratégia em processos de TSL partindo da estrutura operacional,
estabelecendo os recursos necessdrios, as capacidades centrais e as rotinas operacionais. Considera-se também
a importancia de analisar os riscos e a resiliéncia no ambiente, concomitantemente com a andlise da estrutura
operacional. Para isso foram desenvolvidos quatro questionamentos com o intuito de levar o gestor de operagéoes
a reflexées acerca do desenvolvimento da estratégia. O framework proposto para a TSL considera o departamento
de gestdo da cadeia de suprimentos como o principal interlocutor da estratégia. Esse framework pode ser adaptado
conforme as necessidades da contratante e a sua principal intengdo é possibilitar o estabelecimento de um projeto
que contemple os recursos necessarios, as capacidades centrais (critérios) e as rotinas operacionais (subcritérios)
para a sele¢do, no mercado, de um operador logistico que atenda realmente as necessidades da organizagdo. Vale
ressaltar que, até o momento, nas aplicagées tacitas desse framework, intrinseco as agdes praticas propostas pelos
autores desse artigo na extensa atividade consultiva desenvolvida nos ultimos cinco anos em relagao a TSL para
operadores logisticos, nenhuma aplica¢do semelhante a outra ocorreu.

Palavras-chave: Terceirizagdo de Servigos Logisticos; Visdo baseada em recursos; Indicadores de desempenho,

Prestador de servigo logistico.

1 Introduction

The evolution of production processes, the
intensification of communication and control systems,
the liberalization of trade, and the competition to
gain markets have led to remarkable changes in
the way we produce and manage our businesses.
In this scenario, logistical operations fit in not only
as an operational part of an organization, but with
a new function, now contextualized in the strategy
dimension. This new aspect, in turn, has led to a
more complex organizational relationship among
the various stakeholders, especially fostered by the
appearance of a Logistics Service Provider (LSP).

The decision to hire a LSP is usually complex
(Holcomb & Hitt, 2007; Oliveira Neto, 2008). Such a
decision in practice usually lacks a sound conceptual
basis, often being made by consultants or through
unstructured internal assessments (Boer et al., 2006).
Rarely is this decision made based on strategic
perspectives (Mclvor, 2000).

This situation is corroborated by the study by
Oliveira Neto (2008), which points out reasons for
unsuccessful LSP contracting, namely: (i) companies
do not plan the strategy correctly; (ii) do not study
the criteria; (iii) do not use performance indicators;
or (iv) use performance indicators only internally to
the company without integration with the LSP. Such
problems can occur during the implementation phase,
when processes and work routines are transferred to the
LSP, due to resistance to change, cultural differences,
difficulty in divulging the company business, and
lack of clear criteria for performance measurement
(Foster, 1998). There are also shortcomings in the
processes of negotiating with, hiring, or selecting LSPs.
lafiez & Cunha (2006) and Isiklar et al. (2007) point
out that these failures occur in the decision-making
process because of the lack of criteria that should
really be negotiated.

These difficulties motivated the authors of this
paper to propose a theoretical framework for the

formulation of an OLS strategy for hiring LSPs,
drawing on the resource-based view (RBV) theory,
the objective of this study.

The rationale for using the RBV is justified by the
opportunity to design the strategy through internal
analysis (operational routine) of the contracting
company and the LSP, to identify logistics resources
and core capabilities to complement the contractor’s
logistical capacity, boosting competitive advantage,
especially if the LSP can share/develop innovative
skills and knowledge and demonstrate strategic
operational asymmetry in terms of routines, resources,
and capabilities.

Importantly, similar results have not occurred based
on the tacit applications of the proposed framework,
indicating that the strategy cannot be formulated only
as an “outside-in” positioning, with a market narrowed
focus only “from the inside out”. In other words, the
operation must identify the real needs (resources,
capabilities, and routines) in order to search on the
market for an LSP that meets those needs and/or can
share and develop new logistics techniques.

It is worth noting that the external analysis was
not excluded from the strategy design process; on
the contrary, it is complementary in relation to
the analysis of local tax policies, environmental
legislation, and location aspects for merchandise
disposal. According to Wernefelt (1984), Barney
(1991), and Rumelt (1991), strategists need to focus
on internal organization analysis to identify valuable,
rare, hard-to-imitate, and irreplaceable resources for
applications in the constructs of their strategies for
competitive advantage.

The present work is characterized as a descriptive
theoretical study, conducted by means of bibliographical
research aiming to suggest qualitative questions
and the proposition of a framework for the OLS.
Shields & Rangarjan (2013) explains that the
descriptive theoretical study aims to go beyond the
simple identification of the existence of relations
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between variables, to also determine the nature of
this relationship and proposition.

After developing a theoretical descriptive construct,
qualitative propositions are proposed. Alasuutari
(1995) argues that a coherent logic is needed for
the argumentation presented through the literature
review to generate adequate qualitative propositions.
Shields & Rangarjan (2013) add that the qualitative
research can help to: understand the observed facts,
expand the knowledge about the subject in question,
clarify the real situation, generate hypotheses, and
gather information for future research.

It should be noted, however, that the technique of
systematic literature review analysis was also used,
going through four important stages in addition to the
research question formulation stage: the choice of the
literature analyzed, the evaluation of the data collected,
the analysis and interpretation of the information, and
the presentation of results (Bardin, 1986).

In order to reach the objectives, the present work is
organized as follows: section 2 presents a theoretical
framework about the existing models/frameworks
in the literature for hiring LSPs, and also about the
key concepts for the development of the framework
proposed in this study; section 3 contains the proposed
model; section 4 provides some analyses; and section
5 shows the conclusions of the present study.

2 Literature review

This section first presents a systematic literature
review of the existing models/frameworks for OLS,
and then presents concepts about the key aspects for
understanding the proposal to be established in the
present work.

2.1 Models/Frameworks in the literature
for contracting LSPs

Published studies about the process of contracting
LSPs have been developed and viewed both nationally
and internationally, because they sought to optimize

Table 1. Search terms used in the study.

this task by comparing their information with that
generated by related works. In light of the above,
some publications and their respective aspects
regarding the models/frameworks in the national
and international scientific literature until the year
2013 are described below, providing the present work
with a better understanding of what has already been
done in the field.

The collection of scientific articles on the subject
was carried out using three databases: Compendex,
Ebsco, and Proquest. Table 1 shows that the keywords
used to filter the analyzed data used terms in
Portuguese and English, aimed at capturing national
and international articles.

In the systematic literature review one can find
59 models/frameworks for outsourcing/contracting
or selecting LSPs until the year 2013. The content
analysis of each study yielded the following more
important topics being addressed: 1) decision
making; 2) knowledge of capabilities; 3) cost
analysis; 4) transportation-shipping logistics; 5) OLS
performance; 6) resource identification; and 7) risk
and resilience management.

Under the first theme, the decision-making process
for outsourcing LSPs, there are 32 models/frameworks
aimed at turning decisions into orders of action
through tactics for selecting and contracting LSPs.
However, this classification is not explicit in many
models, requiring a more systematic content analysis,
mainly to identify the strategic aspects used.

One model, for instance, considers the OLS as a
strategic action for selecting LSPs with a focus on
the value chain (development of core capabilities),
for resource identification and essential competence
(Mclvor, 2000), in order to define: (i) which activity
will be outsourced with a focus on cost reduction;
(i1) which activities are linked to the essential
competence; (iii) what the support activities are;
and (iv) what activities are to be dispensed with
(Arnold, 2000).

There are other models/frameworks about the
logistics outsourcing decision-making process, such

Search terms in English

Search terms in Portuguese

. Model outsourcing logistic service

. Model outsourcing logistic

Framework outsourcing logistis service
Framework outsourcing logistic

. Model selection 3PL

. Model contracting 3PL

. Model outsourcing third-party logistics providers
. Model outsourcing resource-based view

© 0N AW N —

. Framework outsourcing resource-based view
10. Model outsourcing resource-based view RBV
11. Framework outsourcing RBV

Modelos para terceirizag¢ao de servicos logisticos
Modelos de terceirizagdo logistica

Arquétipo para terceirizagdo de servigos logisticos
Arquétipo para terceirizagdo logistica

Modelos para seleg@o de operadores logisticos
Modelo para contratagido de operadores logisticos
Modelo para terceirizagdo a operadores logisticos
Modelo para terceirizagdo baseado em recursos
Arquétipo para terceirizagdo baseado em recursos
Modelo para terceirizagdo visdo baseada em recursos VBR
Arquétipo para terceirizagdo VBR
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as the framework developed by Bolumole (2001)
and Espino-Rodrigues & Padron-Robaina (2006) to
analyze the resources and operational performance
of internal logistics as the value of logistics for
supply chain management and competitive business
strategy. Wu et al. (2005) presented a model to
evaluate the effect of long-term outsourcing through
the analysis of resources, skills, and competences
aimed at organizational learning. lafiez & Cunha
(2006) presented the activities to carry out the risk
analysis on the real logistics needs of the contracting
company. Handley & Benton (2009) developed a
framework to select an LSP that offers the lowest
risk and accepts the implementation of performance
indicators. Serrato et al. (2007) and Kumar et al. (2013)
presented a way of analyzing operational costs by
identifying core capabilities and competences. Another
model was presented by Al-Kaabi et al., (2007) with
the objective of obtaining greater profitability in
the operation through collaboration on specialized
activities. Holcomb & Hitt (2007) and Ferreira
& Serra (2010) have developed a framework for
transaction cost reduction, resource identification,
capability complementarity, and strategic similarity,
while MclIvor (2010) and Souza et al. (2011) have
developed a way to analyze capabilities and resources
to promote better performance.

Hence, what is suggested is to develop feasibility,
map processes to decide which to outsource, establish
contractual clauses, integrate the activities, and make
contract revisions (Kumar et al., 2007; Kumar et al.2010);
employ reasoning and fuzzy and AHP methods to deal
with real-time selection decisions (Chen et al., 2011;
De Oliveira Neto et al., 2014, 2017); and hierarchize
resources, capabilities, and risks to include the
least-cost scenario (Govindan et al., 2013).

There is also a model that emphasizes the integration
of human resource capacity, promoting learning,
cost reduction, better performance (Mello et al.,
2008, Chen et al., 2010, Juntunen et al., 2012), and
transparency in the selection process (Ordoobadi,
2009); for example, contractual formalization with
priority given to specialized resources and lower
cost (Barthélemy & Quélin, 2006), focusing on the
selection of LSPs with a strategic location, thereby
resulting in lower costs (Soh, 2010).

Another model assesses options for outsourcing
material handling in terms of costs, reliability and speed
of delivery, flexibility, quality, and criteria mapping to
assess the LSP’s service and performance capabilities
(Klingenberg & Boksma, 2010). It concludes that in
order to analyze resources, capabilities, competencies,
and costs in the operational routine, three theories
should be used: transaction costs, supply chain
management, and resource-based view (Hsiao et al.,
2010), adding institutional theory with a focus on
legitimacy of actions (Karhunen & Kosonen, 2013).

But one limitation of these is that it is not enough
to focus only on the selection process; the decision to
OLS is not only an operational action, but one pertaining
to the strategy of the organization specifically in the
area of supply chain management. It is important to
emphasize that the 32 decision models have different
strategic aspects, such as cost analysis (55%), capacity
(48%), resources and selection (42%), routine (32%),
and the least used one, resilience (0%), and learning
(10%). These results point to the need for a strategy
model that contemplates a set of strategic aspects
for the decision, mainly analyzing the outsourcing
performance of logistics services, which was also
little used, only 19%. More critical still is the Roses
model (2007), which points out the need for analysis
of internal resources to the organization, without
providing direction for the decision making. This result
is corroborated by Boer et al. (2006) in emphasizing
the possibility of designing more realistic prescriptive
models, which even consider risk management as an
important aspect.

After mapping the decision-making models, content
analysis was carried out on the other models that use
strategic aspects for analyzing outsourcing processes,
which originated the next thematic groups.

The second thematic group mentions the need to know
the core capabilities (15 models), which requires
analyzing whether the LSP is able to meet the
company’s needs (Kotabe et al., 2008; Gretzinger,
2008; Simmonds & Gibson, 2008; Kang et al., 2009).
One such area is information technology capacity to
reduce costs and improve service quality (Lai et al.,
2008; Perunovic et al., 2012), since a lack of relational
capacity can affect supply (Tsai et al., 2008; Lai et al.,
2013). The relationships between integration capabilities,
organizational learning ability, service performance,
and financial performance are suggested using a
model of structural equation (Shang, 2009), to hire
an LSP with service capacity (Vasiliauskiene et al.,
2011). The LSP’s operational capabilities are thereby
linked to the firm’s performance (Yeung et al., 2012),
emphasizing that those are dynamic capabilities, in
constant evolution, thereby requiring constant analysis
(Chiang et al., 2012).

The relationship between resources and capabilities,
RBV’s intrinsic subject, and the link between capabilities
and the transaction cost theory to analyze costs (47%)
were noted in 67% of the models. A relevant aspect
is that although the models have their essence in the
identification of capabilities, only 13% focus on the
opportunity to develop capabilities in partnership.
These findings lead to a more detailed analysis of the
core capabilities in OLS, considering more strategic
aspects for the analyses.

The third theme, with five models, is cost analysis
in logistics outsourcing processes, which has led
organizations to concentrate on their core competencies
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to reduce financial investment in activities and assets
(Chanetal., 2009). In order to improve the efficiency
ofthe resources, it is suggested to develop estimates
for resource efficiency maximization (Chiang &
Tzeng, 2009), based on the theory of transaction costs
(Bandeira et al., 2010), before and after outsourcing
(Lee et al., 2012), insofar as price is usually a
preponderant factor for selection, at the expense of
quality improvement (Anderson et al., 2011). These
models start from the conception of strategy and aim
at the reduction of costs, through selection processes
in 60% of the cases. This result corroborates the
importance of developing the logistics outsourcing
strategy, which considers the need to know the core
competences (20%), and develop capabilities and
resilience (0%).

In the fourth theme, four models are conceptualized
with a focus on the outsourcing strategy. It was
found that the positioning strategy does not present
an appropriate approach to the OLS (Juga et al.,
2008), because analyses must be made of the
internal conditions of the firm (including scope and
criticality of outsourced tasks) and type of relationship
(Sanders et al., 2007). The aim is the development of
a partnership in relation to experience in the service
provided, information system, operational control,
planning, benefits, and improvements (Hofer et al.,
2009), based on the planning and execution model
with innovative solutions and mutual benefits (Bajec,
2013).

The papers deal with the outsourcing strategy of
logistics services in an isolated way, placing greater
emphasis on decision-making strategy models,
endogenous to the first theme established. This finding
indicates that in general, the studies find it important
to establish an outsourcing strategy for logistics
services, but they do not show the responsible area
and the consequences for practical replications. It is
important to note that the existing strategy models
for OLS are not related to operational analysis levels,
such as those of resources or capacity (0%) in the
operational routine (25%), which distances their use
in the logistics practice.

The fifth theme (2 models) emphasizes the analysis
of the impact of outsourcing on organizational learning
about productivity and operational performance. To that
end, 110 employees were surveyed in an Iranian
company involved before and after an outsourcing
process, the balanced scorecard being used to measure
productivity. The results indicated that productivity
in some sectors dropped because employees lacked
growth and learning opportunities (Yaghoubi et al.,
2011). Therefore, activities of the LSP-contracting
company partnership must be evaluated in terms of
timely information, planning, sharing of benefits
and burdens, and overcoming expectations about
the goals (Hartmann & Grahl, 2012).

These findings point to the need to consider
performance analysis as inherent to the conception of
strategy, and to employ performance measurement with
a focus on risk, capacity building, and organizational
learning (50%).

Finally, a model supporting risk management and
resilience decision-making was identified through the
performance-based logistics portfolio, aiming at the
necessary effectiveness (robustness and resilience),
and the ability of suppliers to influence efficiency
(supply forecasting and risk) (Glas et al., 2013).

Thus, in designing the strategy it is suggested to
consider risk analysis to mitigate existing risks and
find ways to survive in periods of turmoil without
affecting market service, a system called supply
chain resilience.

Table 2 presents the main themes; the authors;
the approach of the model (theoretical, empirical,
or theoretical/empirical); indication whether the
models include analyses of the structure, selection
processes, and performance; year of publication; and
the relationship between each model and the themes
found in the literature. By and large, content analysis
in the existing models allowed us to identify the
constructs addressed by the authors and conclude
that, although there are various theoretical models
replicated in practice (72%), the proposition of a strategy
model that contemplates all constructs—and above
all that is applicable to the practice of outsourcing
logistic services in a detailed manner through eleven
steps endogenous to the strategy formulation,
implementation, and control process—remains
incipient. In general, replicated models in practice
have little or no synchronization to be effectively used
in outsourcing logistics processes—they do address
the themes, but do not explain the sequential order
of this analysis in practice, denoting the distance
between theory and practice.

These findings are corroborated by Westphal &
Sohal (2013), who reported that the existing models
are generic, making it impossible to empirically
replicate the outsourcing routine. Another critical
aspect is that quantitative decision models are either
too complex, which hinders the understanding of the
profile of the decision agent; or simplistic, lacking all
the necessary aspects for decision making.

Thereisa “[...] gap between theory and practice, and
this is due to the lack of methodologies and decision
support tools that consider the issue strategically
[...]” (van de Water & van Peet, 2000, p. 259), and
decisions are often incipient because they are taken
by consultants or based on unstructured internal
assessments. Ying & Dayong (2005) mentioned that
with the OLS, the LSP plays a fundamental role in
the financial part and in the quality of the services
provided. Therefore, addressing these issues requires
a detailed study.
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The detailing of the tactical actions in the formulation
process contributes to the RBV, since it looks to
the internal analysis of the organization to search
the market for an LSP that meets the contracting
company practical needs and makes it possible to
boost competitive advantage by formulating a contract
with a specialized agent. This agent is subject to
criteria and subcriteria, mainly the development and
implementation of integrated performance indicators
with fines, which consequently reduces the LSP’s
opportunistic behavior.

According to van de Water & van Peet (2006),
the outsourcing decision involves quantitative and
qualitative considerations, the lack of which, according
to Araz et al. (2007), hinders a comprehensive and
effective decision-making methodology. According
to Jharkharia & Shankar (2007), a methodology that
systematically covers the necessary resources, core
capabilities, and organizational routines relevant to
outsourced logistics has yet to be developed.

The themes dealt with by the papers and the content
of these works show the lack of a model/framework
that considers the OLS as intrinsic to the supply chain
strategy, which highlights the opportunity to generate
competitive advantage when considering logistics as
a valuable resource for strategy formulation. This is
the gap to be bridged by the present work, since
it attempts to propose a theoretical and practical
framework that considers OLS as an organizational
strategy approach.

Hence, the proposed framework contributes to
the advancement of the literature in theoretical
and practical terms, since a number of models and
frameworks refer generically, but do not elucidate, the
steps implicitly used in practice in several outsourcing
processes. In addition, still in the formulation phase,
it emphasizes risk analysis and resilience, subjects
rarely explored in the OLS.

2.2 Key concepts for understanding of the
proposal to be made in the present
work

This section will present the fundamental concepts
that will guide the proposition of the framework
for the OLS based on the RBV, making it possible
to develop some questioning for future research.
Critically discussing the propositions arising from
the theory enables the development of hypotheses
for conducting empirical tests. To this end, the
following topics will be dealt with in this section:
(1) the importance of formulating, implementing,
and controlling the strategy for OLS to LSP as
an intrinsic activity of supply chain management;
(ii) resource-based theory; (iii) core competencies
and key capabilities; and (iv) operational routines.

2.2.1 Outsourcing strategy to hire
logistics service provider as an
intrinsic activity of supply chain
management

The term Supply Chain entails a system composed
of decision makers involved in an interdependent
process, which encompasses all activities associated
with handling products and services, from raw material
suppliers, through production itself, to distribution to
consumers (Hutt & Speh, 2001). According to Lambert
(1998), managing multiple relationships across the
supply chain, including those of the decision makers,
is called Supply Chain Management. According to
Whipple & Russell (2007), there is a need to create a
network of closer relationships among companies to
improve information, which may result in improvements
in the quality of decision processes, reduction of
uncertainty of demand, and better performance of
the entire supply chain.

Germain & Iyer (2006) mention that the lack
of integration and coordination in the processes of
a company can negatively influence the expected
result of an integration effort between companies,
especially that concerning outsourcing contracting.
Rodrigues & Sellito (2008) point out that through
collaboration, competition between companies can
take another approach, with the choice of partners
and the capacity for coordination being activities
that can reduce uncertainties and risks.

According to Mazlan & Ali (2006), outsourcing
should be part of the activities and decisions of
the supply chain manager, since that enables the
possibility of conducting a cautious study regarding
the contractual engagement and the determination
of the agreement at the service level. Thus, the
process of sharing experiences allows the contracting
company to improve its competitive advantage; the
supply chain management area has the internal and
external view of the organization, the environment,
and the operational structure, thereby facilitating
the coordination of the project’s formulation,
implementation, and control processes. According to
Hwang (2010), the development of strategy in supply
chain management has the same scope of action as
that of other departments of the organization, which
consider the analysis of the environment for the
formulation of strategy objectives, implementation,
performance measurement, and feedback.

Holter et al. (2008) mention that considering the
outsourcing activity at the top of the SCM is critical:
leaving the relevant decisions to operational logistics
managers is a flaw. Gunasekaran & Ngai (2003) add
that the lack of top-level involvement is the main
barrier to the development of a suitable strategy for
the OLS.
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Chen et al. (2010) corroborate the need to consider
outsourcing as a function of the supply chain
management department, in order to contract logistic
competencies in the market with experience providing
customer service, while also taking into account the
organizational culture and the individuals involved in
order to enhance member collaboration to leverage
competitive advantage. Narasimhan et al. (2010)
build on the opportunity to implement integrative
supply management, in the sense of allowing better
performance in an outsourcing relationship by
considering the supply chain manager as a mediator
in order to avoid flaws in the process. To that end,
it is necessary to develop benchmarking, contract
management, communication through information
technology, performance control, and risk assessment.
Another relevant aspect is to seek preventative
performance improvement practices, focused on
supply chain manager relations, process integration,
knowledge management, and technological support.

In addition, according to Fontenay & Gans (2008),
the OLS should precede strategy planning, due to the
possibility of sharing knowledge and resources in the
discussions aimed at the integration and closing of the
contract, mainly for competitive advantage in relation
to competition in supply networks. Mazlan and Ali
(2006) point out that supply chain competition tends
to occur, and therefore supply chain management
practices need to be considered for the formulation,
implementation, and control of the outsourced agent.

2.2.2 The Resource-Based View theory
(RBV)

The general premise of the Resource-Based View
theory is that in order to gain competitive advantage,
a firm must initially focus on its resources and skills,
and then on its positioning in the industry (Wernerfelt
& Montgomery, 1986; Rumelt, 1991). Thus, a business
is a set of skills and capabilities (Prahalad & Hamel,
1990, 1994).

While not all resources and capabilities leverage
competitive advantage, with control of scarce
or inimitable resources these advantages can be
managed; this resource will only be strategic and
provide a competitive advantage when it presents
four fundamental properties: value, rarity, imitation
difficulty, and substitution difficulty (Barney, 1991).
Resources can be divided into three categories:
physical, such as facilities and equipment; human
resources, including the company’s technical and
managerial teams; and organizational, formed by
routines that coordinate human and physical resources.
Resources can be tangible (machines and equipment)
and intangible (information, knowledge and skills).
The concept of resource in the RBV does not only
include the physical and financial resources, but

considers intangible (Hall, 1992) or invisible resources
(Itami, 1987) as greatly important.

An important aspect under the RBV’s perspective
is the development of inimitable resources. To prevent
imitation by other companies, there must be a set
of factors related to the development and internal
accumulation of resources, which can be natural
(material rarity), legal mechanisms (patents), or
economic and organizational factors (Dierickx &
Cool, 1989). Some authors reinforce the need to
develop complex resources and skills that are difficult
to imitate (Dierickx & Cool, 1989; Reed & Defillippi,
1990; Barney, 1996).

A company cannot simply allocate resources to
goals; it has to also strategically manage the resource
accumulation, coordination, and allocation process to
attain a sustainable competitive advantage (Prahalad
& Hamel, 1990). In this conception, the company’s
needs must be met by resources to be developed (Grant,
1991). Thus, the focus for resource development
must be transformative (Amit & Schoemaker, 1993),
a condition that falls under the dynamic capabilities
framework (Teece et al., 1997). Black & Boal (1994)
emphasize the need to go beyond the question of
sustaining competitive advantage, to examine the
dynamics behind the way resources are created and
used.

Research by Barney (2001) and Barney et al.
(2001) about resource creation and use posits that
firms with strategic resources obtain higher economic
returns than the industry average, and those with
non-replaceable, scarce, and hard-to-imitate resources
attain competitive advantage over other companies;
hence, the internal resources of firms account for
their performance, capabilities, knowledge, and
applications in functional areas, such as human
resources, marketing, information technology, etc.

It should be pointed out that although the RBV has
an eminently internal view of the generation and the
domination of resources, it does fulfill the objectives
of the present study, since outsourcing of logistics to
the LSP means outsourcing the company’s support
activities—these activities belong to the internal
control of the organization, which is outsourced
because of the LSP’s specialization requirements.

Madhok & Tallman (1998) and Loasby (1998) posit
that a company may develop resources internally, which
entails time spent to plan the required resources before
outsourcing. However, the qualified LSP can present
new resources usually obtained through relationships
(Burt, 1992; Granovetter, 1973). The contract will
only be robust when the essential competencies are
established, their administrative routines focused on
the reality of the contracting company, and a joint
plan developed.

The essential focus is on specialized resources,
where access to the valuable resource is a critical
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factor of strategic outsourcing, because these changes
radically shape the capabilities of the firm (Holcomb
& Hitt, 2007). It is possible to develop a resource
in an inter-organizational cooperative way, in order
that the knowledge, assets, and time allocated to the
development of the new resource be shared (Hall,
1992).

Therefore, resources specific to the logistics
outsourcing strategy must be identified and developed.
Identifying these prior to signing the contract is the
contracting company’s responsibility. It is also possible
to identify these resources together with the LSPina
cooperative way, and they can be physical (materials,
facilities, machinery and equipment), human, financial,
technological, or (mainly) organizational, dealing with
routines. It is important to note that resources can be
tangible (machines and equipment) and intangible
(information, knowledge, and skills).

In order to define and measure the necessary
resources, the contracting company must know
the volume of cargo to be moved in a given period
of time, the time spent for each activity, and how
communication between the parties will occur. Barney
(1991) points out that the resources of the company
include all assets, organizational capabilities and
processes, its attributes, information, knowledge, etc.

From the positions and aspects emphasized here,
the first question emerges: What are the resources
needed by the logistic product? A logistic product
is understood as a set of characteristics and specific
features (criteria) for handling a given type of cargo.
Cargoes are classified as dry, bulk dry, liquid, bulk
liquid, cooled, frozen (De Oliveira Neto et al., 2014),
refrigerated goods (De Oliveira Neto etal., 2017) and
dangerous, among other types. Because these criteria
may have both common and varying characteristics,
each firm needs to conduct a study focused on its
resources and capabilities.

After the required resources have been defined
and measured, the contracting company must identify
its core capabilities, i.e., the essential criteria for the
development of a robust contract.

2.2.3 Capabilities and core competences

It is worth clarifying the conceptual difference
between capability and competence, since the terms
are used for the same purpose. Capabilities are the
more basic features encompassing the entire supply
chain (Stalk et al., 1992). For example, when deciding
to hire an LSP for dry cargo storage and distribution,
is necessary to verify if the warechouse can store the
products without damage and if the distribution sector
can deliver it as required. Penrose (1959) posits that
an organization can be understood as a combination
of'its resources and capabilities to render services to
generate greater profitability.

According to Grant (1991), the RBV relies on two
premises: first, internal resources and capabilities drive
the firm’s strategic direction, and second, resources
and capabilities are the firm’s primary source of
profit. Long & Koch (1995) add that resources
and capabilities are the source of direction at both
the individual and organizational levels. The key
integration mechanism concerns sharing the strategic
vision for emerging opportunities, and identifying
and fostering new core capabilities. Therefore, the
core capabilities are related to collective learning and
the integration technical skills and routines, which
enable the creation of new competences to obtain
competitive advantage (Prahalad & Hamel, 1990).

This aspect corroborates the objectives of this study,
since the core capabilities are criteria that must be
specified in the contract by the contracting company,
in view of its essential competence. Competence
results from the coordination of a set of resources in
order to determine a particular level of performance
of an activity (Mills et al., 2002). For example, the
LSP may say that it has capabilities to service the
storage and distribution of dry cargo in order to
close the contract, but only the operational routine
can assess whether it has competence for execution,
generating specialization.

Hence, companies in general must clearly identify
their core competence for their business goals,
especially for outsourcing. The core competence
must be managed by the contracting company, but
it is necessary to hire an LSP that has competence
for outsourced activities. Prahalad & Hamel (1994)
emphasize that one of the main concerns should be
whether the activities to be outsourced represent core
competencies, and highlight the three characteristics
necessary to determine their essentiality: 1) they
deliver value to final customer; 2) they provide
differentiation from the competition, being unique;
and 3) they make it possible to extend the business.
Quinn (1999) mentions that companies must execute
core-competence- with outsourcing strategies, which
means focusing on the capabilities that are important
to customers, constantly innovating to stay ahead of
competitors, and developing flexibility to deal with
changing pressures from competitors as well as
opportunities. Subsequently, Quinn (2000) adds the
possibility of using the capabilities and investments
of other companies by outsourcing support activities,
even if this involves part of the chain of innovation.

Core resources and capabilities vary among firms,
and the differences obtained through these variations
can be stable. Thus, it is of utmost importance to
understand the relationship between resources, core
competencies, and core capabilities in order to gain
competitive advantage. Grant (1991) reports the
need for understanding the mechanisms through
which competitive advantage can be sustained over
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time. This requires the construction of strategies that
exploit to the maximum the advantages of the unique
characteristics of the company. It thus becomes possible
to explain the heterogeneity of performance within
the same branch, with social well-being increasing
as firms work to upgrade their competitiveness.
According to Galunic & Rodan (1998), Grant (1996),
and Kogut & Zander (1992), this allows recombining
and creating value for resources and capabilities in
the inter-organizational relationship. In this sense,
Fiol & Lyles (1985) point out that the results of these
actions tend to improve a company’s capabilities
to accumulate, integrate, and leverage specialized
capabilities and resources.

Given that each company has a specific set of
core capabilities, in order to meet the objectives
of the present study it is necessary to question the
assumption that there are specificities and generalities
by type of cargo when handling different types of
cargoes, which leads to the inference that it is the
same set of core capabilities per logistic product.
Therefore, the second question is raised: What are
the core capabilities (criteria) per product logistics
for selection, negotiation, contracting, and control
of the logistics operator?

After identifying the core capabilities (criteria),
it is possible to detail the organizational routines
(subcriteria). The study per logistical product about
core capabilities and organizational routines helps
in the selection, contracting, and implementation of
performance indicators for controlling the operation,
including for the collection of fines.

2.2.4 Organizational routines

Complementarily to both capabilities and resources,
itis essential to list the operational routines (subcriteria)
that must precede an efficient application of processes
and knowledge necessary for an organization to achieve
efficiency in the combination of the resources available
(Collis & Montgomery, 1995; Dosi et al., 2000).
Organizational routines are based on the individual
and tacit knowledge of employees, from the most
basic on the shop floor to that used by managers to
control other activities. Thus, organizational routines
are sets of standard activities, which in turn represent
a sequence of coordinated actions by people (Nelson
& Winter, 1982), offering an important insight to
the relationship between resources, competencies,
and competitive advantage (Grant, 1991). It is
suggested that the central resources and capabilities
be identified, intrinsic to which are a set of specific
strategic routines (Helfat & Peteraf, 2003), and
through the organizational routines it is possible to
raise the specificities of the activities (Fiol & Lyles,
1985). It also worth emphasizing that research about
strategies requires a more careful analysis of the

internal characteristics, processes and operational
routines in companies (Rouse & Daellenbach, 1999).
It is thus understood that in the contract for
OLS—after identifying the necessary resources—the
core capabilities (criteria) and the core competencies, the
organizational routines are to be identified (subcriteria).
The routines of each criterion are specified through
these subcriteria, which also specify the necessary
indicators and penalties for missing service targets.
The logistic indicators relevant to service delivery
are key tools of the control system, enabling
coherent and strategy-oriented actions and decisions
(Dornier et al., 2000). They also allow evaluations to
be made on the basis of facts, data, and quantitative
information, leading to more reliable conclusions
(Caixeta-Filho & Martins, 2001), and also assessing
product availability; operational performance in terms
of speed, consistency, delivery on time, and flexibility
to address extraordinary requests and malfunctions;
and service reliability (Bowersox & Closs, 2009).
The third question generated from the theory
aims to identify what the organizational routines
(subcriteria) are by central capability (criteria) present
in the logistics product for selecting, negotiating with,
contracting, and controlling the logistics operator.
Therefore, in this section three questions of the theory
emerged, which enables establishing hypotheses for
conducting empirical tests in future research studies.

3 Proposal for the development

of the Outsourcing Strategy for

hiring logistic service provider

The selection, negotiation, and contracting process
for logistics operators is generally incipient in
practice. This is mainly due to: (i) the lack of solid
and significant criteria for evaluating candidates;
(i1) informality of the selection and negotiation
process; (iii) the unclear participation of the areas
involved; and (iv) the main executive’s conception
at the time of outsourcing, which in general still
considers the OLS as an operational decision rather
than a strategic one (Oliveira Neto, 2008).

After the bibliographic review, it was defined
that the most suitable strategy for the OLS to an
LSP is the one drawing on the RBV. What justifies
the development of strategy based on the theory of
resources is the possibility of identifying the necessary
resources internal to the organization. This premise
encourages managers to study approaches focused
on logistics outsourcing to identify the necessary
internal resources, such as materials, facilities,
machinery and equipment, employee qualification,
information technologies, the LSP’s operational costs
and financial stability, and the management aspects
essential to the success of the operation.
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This section will present the proposal for the
formulation, implementation, and control of strategy
by the supply chain management area of the firm,
with the objective of elucidating the practical path
for effective decision making. Thus, to present ideas
better, it was decided to establish concatenated steps
in order to facilitate practical application, as well as
present where things should be done and how people
should be involved.

It is important to emphasize that the strategy will
not be conceived focused on the positioning of the
strategic plan; on the contrary, each organization
must study its internal logistics needs for formulation,
implementation, and control.

Thus, the strategy development departing from
the study of the logistic needs of the operational
structure to the environment based on the RBV is
justified. It is also important to emphasize that the
environment is not eliminated in the design of the
strategy, but is an aspect to be analyzed as emphasized
by authors on strategic positioning such as Porter
(1980). Besides the risks and resilience inherent in
the logistic structure, it is also necessary to raise
those inherent in the macro environment, known as
controllable variables by non-decision makers, mainly
regarding location and taxation, such as the natural
and cultural environment, economy, and government.

The formulation, implementation, and control
stages of the outsourcing strategy for logistics services
have been divided into 11 stages.

The formulation process entails three practical
steps to reach the objectives for analysis and planning
for effectiveness.

Step 1: Assign decision to outsource logistics
services to the supply chain manager

The strategy of OLS is intrinsic to the supply chain
management department, in order to formulate the
strategy through risk analysis and the resilience of
the environment and structure that direct the OLS.
The objectives of the project to OLS to the supply
network are then established, aiming at assigning
responsibility for the decision to the area of supply
chain management, since it attends meetings to align
the strategy with the other areas, taking a holistic view
of the whole process. What justifies this requirement
is that many organizations assign responsibility for
the decision to OLS to intermediary operational
logistics managers, who are important in assisting the
process for knowledge of the operation, but should
not be the ones in charge

It is of the utmost importance that the supply chain
manager of the contracting company formulate the
strategy for the OLS based on the two following steps:
the first aims to establish the risk and resilience analysis
of the operational structure and environment, and the
second aims to raise the necessary resources, core
capabilities, operational routines, and performance

indicators (with penalties) for the development of
the project to OLS.

Next, with the project established, the concern is
with the implementation strategy that aims to select an
LSP that meets the specific needs. The implementation
stage is subdivided into four steps. The first is to
establish ranking among the surveyed LSPs based
on operational technical analysis, classifying them as
winners and qualifiers. The second step evaluates the
strategic and cultural similarity of the LSP, with the
objective of selecting an LSP that has similar ideas,
principles, and management tools in such a way as to
require little time for integration between companies.
The third stage aims to establish coordination and
collaboration, mainly in the implementation of
performance indicators with fines among network
actors. The last stage of implementation aims at
contractual formalization. It is important to emphasize
that in all stages of the implementation strategy,
feedback should be provided to compare what was
formulated and what was accomplished in order to
establish, if necessary, redirection plans, or even—after
verifying the new effectiveness of a new path—to
modify the project.

After developing the contract formulation, the
control of operational performance is highlighted,
requiring a control strategy approach. However, much
attention is needed in establishing control. In Brazil,
control is understood as a negative aspect that inhibits
the action itself. As a result it is necessary, if it has
not yet been done, to strengthen the control culture;
otherwise there will be “boycotts” of the operational
routine by the actors of the network. The control
strategy involves three important steps. The first
aims to allocate a supervisor of the contracting
company in the outsourced sectors. In the second
stage, information is shared through an integrated
technological resource aimed mainly at feedback
among internal and external customers of the network.
In the third step, periodic performance reports are
required, as well as daily meetings for continuous
improvement. The control strategy also aims to
provide feedback to verify whether what has been
determined in the contractual formalization is being
met, to achieve continuous improvement.

Step 2: Risk and resilience analysis on environment
and structure that drive outsourcing logistics services

Risk and resilience analysis should be conducted,
together with internal analysis, aiming at synergy
among the environment, strategy, and structure.
Galbraith (1973) mentioned that organizations are
complex systems that need technical and operational
solutions to adjust to the environment, and regulate
the structure as a result of this adjustment, requiring
constant configuration changes.

Concerning possible external operational and
environmental risks, Luna (2007) proposes a careful
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analysis of the transaction costs, which consist of
the costs arising from the contractual exchanges
of goods and services between firms, including the
identification of possible candidates in the market,
contracting, and performance monitoring.

The analysis of risks from the point of view of
transaction costs is essential, but only as a complement
to the resource-based strategy. If the analysis is to be
comprehensive, observing only costs in the selection
process can generate failures in outsourcing.

Holcomb & Hitt (2007) reported in their seminal
paper on strategic outsourcing that the essential
focus is on specialized resources, where access to
the valuable resource is a critical factor, and a firm
cannot just rely on cost reduction.

In addition to the risks it is important to analyze the
firm’s resilience, which regards the flexibility of both
the LSP and the firm to avoid contract termination, thus
seeking the capability to return to normal positions
even in turbulence. The study of resilience favors
member cooperation, information and risk sharing,
as well as service delivery reliability.

Therefore, synergy is required between the analysis
of the structure—necessary resources, core capabilities
and operational routines—and the environment through
risk and resilience assessments, with the objective
of establishing valuable, rare, and inimitable criteria
and subcriteria for the development of the contract.

Step 3: Map the operational routine to establish the
necessary resources, core capabilities, performance
indicators with penalties and awards for project
development for outsourcing logistics services

The analysis of the necessary resources intrinsic
to the organizational structure allows establishing
the core capabilities and operational routines to
be agreed between the parties. At this stage, it is
necessary to formulate the logistic structural and
infrastructural needs of the organization in order to
seek an LSP specialized to meet the real needs of
the company, leading to the understanding of the
necessary capabilities.

An analysis of the logistic structure entails
conducting a detailed study about the aspects of
industrial facilities such as: transport, handling,
inventory, storage, production, assembly, dispatch,
quality, information technology, human resources, as
well as environmental impact of product, process,
and production network. The main purpose of this
analysis is to know the actual needs and to find an
LSP that exactly matches these. Many organizations
do not elaborate this analysis and accept the packages
that LSPs offer, which in many cases do not meet the
specific needs of the contractor’s logistics structure,
resulting in failure and breach of contract.

It is important to point out that the production and
assembly sector cannot be outsourced because it is
an end activity, but it is necessary to know the work

system in order to better integrate the outsourced
sector. For instance, if the company decides to
outsource the shipment, it is necessary to know the
typology of production in relation to repetition levels.

Infrastructural aspects are the elements that help
a given structure reach its objectives. This analysis
involves knowledge about: (i) the degree of
training of operators throughout the supply chain;
(i1) equipment for handling cargo; (iii) the qualitative
and quantitative management of the department,
including costs and calculations of inventory and stock
demands; (iv) production cycle time and assembly
time; (v) the organization of department layouts;
(vi) technological equipment to aid decision making
in the sectors, such as routing, MRP, ERP, WMS, and
TMS; (vii) conformance and non-conformance to
quality management; and (Vviii) socio-environmental
responsibility. It is important to emphasize that in
many cases the search for customization has resulted
in effectiveness among companies. However, a number
of managers neglect this point because of its higher
cost, according to De Paoli et al. (2013), De Oliveira
Neto & Lucato (2016), Oliveira Neto et al. (2017a)
and Lucato et al. (2017).

The detailed study of the logistics structure and
infrastructure allows identifying the resources to be
requested from the LSP in the contract (Table 3).
These resources can be organizational, human,
technological, financial, and material. The aim is to
elect and demand resources that have value, rarity,
difficulty of imitation, and difficulty of substitution.
The main constraint of the contracting company
was observed to be in relation to the integration of
information with the LSP, considering that some
information is confidential and specific to the
contracting company. However, resource information
should be shared by signing a strategic alliance for
the sake of effectiveness.

At the same time, the core capabilities (criteria)—the
most basic forces across the whole supply chain—are
highlighted, so the contracting company should keep
in mind that the objective of this decision-making
process is to select, according to its characteristics
and needs, the best outsourcing partner.

Thus, it is extremely important to identify the
relevant criteria and subcriteria for the selection of
an LSP. The definition of the criteria is specific to
the decision-making process of each company, and
may vary according to the objectives that guide the
decision.

Table 4 shows 14 analyses for proposing core
capabilities (criteria) for contract formalization.

Developing core capabilities (criteria) is essential
for the implementation of a robust contract. At the
same time, the core capabilities (criteria) constitute
the operational routines (subcriteria) to be required of
the LSP (Table 5). At the heart of these routines are
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Table 3. Proposals for identifying required resources.

Resources Proposals
Rarity Value Inimitability Difficult replacement
Coordination
Develop management
L Own management  that generates o The management
Organizational . e and coordination co.
with a focus on competitive and coordination
-Management and .. resources that are .
o7 actual logistics advantage for - established are
coordination . hard to imitate by .
needs. the contracting . difficult to replace.
competitors.
company and LSP.
. Trained 1
Human Tacit knowledge dirg-’izzlt It) (frrS:I;::e
-Technical and Own operational Collaborative of technical and pace,

managerial team of
the company.
-Hiring process

knowledge and
skills.

team to achieve
operational goals.

managerial team that is
difficult to imitate by
competitors.

with salaries and
better premiums than
those practiced in the
market.

Technological

- Information,
handling and
production systems

Development of
own integrated
system.
State-of-the-art
machines and
equipment

Improvements

in real time
information and
productivity gains.

Development of own
integrated system that
is hard to imitate by
competitors.

Information systems
and handling
equipment important
for business results.

Financial
- Logistic costs.

Costing system
appropriate for
each operational

- LSP’s investment . Possibility of . Cost effective and
capacit routine. transaction cost Operational costs appropriate costin;
pactty . LSP with good . . system of the company. PProp &
Materials or physical . information. system.
. mvestment
-Installations and .
. capacity.
equipment
Facilities and
. . Structure and . . .
Material or physical . Improvements in equipment essential
s infrastructure . Own structure and .
-Facilities and . process time along . for the effectiveness
. according to the . infrastructure. .
equipment the chain. of the service level

logistics needs.

management.

the performance indicators and contractual penalties
classified as order winners (OW) and qualifiers (Q).
The OW criterion aims to verify whether the LSP
accepts a given criterion, and if it is not accepted,
the LSP is disqualified. The Q criterion aims to
determine a rank of candidates, classified into five
grades, from 1 to 5.

It is critical for successful outsourcing to develop
routines to control the operation. Organizational
routines are sets of standard activities, which in turn
represent a sequence of coordinated actions of people.

It is important to emphasize that both the core
capabilities (criteria) and the operational routines
(subcriteria) may be different for each logistic product
typology. The logistic product can be classified as dry
cargo, dry bulk cargo, liquid bulk cargo, breakbulk
cargo, heavy lift cargo, express, and others.

The analysis enables the identification not only
of homogeneous criteria and subcriteria about the
typology of the logistic product, but also specific ones.
It is based on the resource theory, aiming to know
the process internally for contractual formalization,

focusing on the core capabilities, which are related
to collective knowledge and the integration of the
technical skills of the routines, making it possible to
develop new competences to obtain a competitive
advantage (Prahalad & Hamel, 1990). Competence
results from a set of coordinated resources in order
to determine a particular level of performance of an
activity (Mills et al., 2002).

In addition, it is possible to understand complementary
resources and capabilities that will boost the greatest
competitive advantage at the time of the meeting with
the LSP executive. Therefore, from the moment the
strategy is established internally there are arguments
for a clear negotiation with the LSP.

The strategy formulated for OLS under the
responsibility of the supply chain management
area—Ileading to the risk and resilience analysis of
the structure and environment, and identification of
required resources, core capabilities, and operational
routines—resulted in a project for the selection of
an LSP in the market, which will implement the
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Table 4. Suggested core capabilities (criteria) to be required of the LSP in the contract.

Analysis for the suggested criteria

Contract criteria

1 — An integrated view of the costs of logistics operations, including

transportation, handling, and storage.

2 —The LSP’s financial viability with regard to investment capacity and

indebtedness.

3 —The LSP’s adaptability, important in simultaneous planning.
4 —The LSP’s operating infrastructure, to see if it meets the needs, including
integrated logistics, location, facilities, equipment, handling characteristics, job

security, and fleet conditions.

Total costs of the operation.
LSP’s financial stability.
The LSP’s adaptability.

LSP’s infrastructure and
equipment for ideal service.

5 —How the LSP manages the logistics services with regard to the management of Administration of logistics

the warehouse, distribution, stocks, etc.

6 —Flexibility and responsiveness in the provision of services, aiming at

contractual renegotiation and on-time service.

7 —The LSP’s credibility in the provision of services with regard to market

reputation and the number of contracts signed.

8 — Whether the LSP has experience in the services. To that end, core

services.
Flexibility and responsiveness.

The LSP’s credibility in the
provision of services.
Experience in logistics product.

competence, time of operation, and client portfolio are identified.

9 —Whether LSP has quality management.

Quality management attributes
required.

10 —Information technology resources such as Electronic Data Interchange (EDI), Required information

Enterprise Resource Planning (ERP), Warechouse Management System (WMS),

technology resources.

Transport Management System (TMS) and Global Positioning System (GPS).

11 — LSP’s Human Resources department, in order to know the contracting

Human Resources.

process, the required qualification, and the training systems.

12 —The reliability of the services rendered with respect to confidential

information, cargo safety, and fulfillment of agreements
13 —LSP’s empathy at the forefront of customer service.

14 —LSP’s environmental practices, including environmental practices

Reliability of the services
provided.

The LSP’s empathy in dealing
with clients.

Care for the environment.

(Paoli et al., 2013) and social management, cleaner production, (Oliveira
Neto et al., 2017b) and reverse logistics (Oliveira Neto et al. 2017a).

Source: Oliveira Neto et al. (2011).

strategy in order to put into practice the planned
actions presented in the next four steps.

Step 4: Establish the ranking of the LSP by
means of analysis of resources, core capabilities,
and operational routines to identify order-winners
and qualifier

This stage initiates the process of implementing
the outsourcing strategy for logistics services.
Based on the project, the central objective is to find
which LSP most effectively meets the needs of the
contracting company.

To that end, it is necessary to classify the necessary
capabilities (criteria) and the routines (subcriteria)
into order winners and qualifiers. Order winners
are those who directly and significantly contribute
to the business, winning orders or services against
competitors (Hill, 1993). Specifically, the authors
consider as order winners the LSP’s criteria for
immediate response, visibly used for competitive
advantage—a superiority position recognized and
valued by the client, which leads a company to be more
competitive than a competitor or than it previously

(Contador, 2008). This classification was established
through the identifiers of simultaneous negotiation
and process control.

Qualifiers are the aspects of competitiveness
requiring that performance be at a level determined
by the customer (Hill, 1993), specifically those that
show a need for follow-up and adaptability at the time
of negotiation. The LSP’s classification is as follows:
1 - the LSP does not accept; 2 - the LSP accepts, but
visibly does not have the capacity for the service;
3 - the LSP presents an integration plan; 4- the LSP
accepts, with restrictions; and 5- the LSP accepts.
The determinant level is always 5, where the LSP
accepts the contractual criterion without restrictions.

Step 5: Analysis of the strategic similarity and
cultural compatibility of the LSP

After selecting the best LSP, with a focus on
operational structure and business environment—
including risk and resilience analysis, and a survey
of the necessary resources, core capabilities, and
operational routines—it is possible to evaluate the
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Table 5. Suggested operational routines and performance indicators with fines toward contract formalization.

Core capabilities

Operational Routines

Performance Indicators

Total operational costs

LSP’s Financial
stability

LSP’s adaptability

LSP’s infrastructure
and equipment for a
perfect service

Administration of
logistics services

Flexibility and
Responsiveness.

LSP’s credibility in the
provision of services.

Experience in the
logistics product

Transport costs, storage costs, etc.

LSP’s investment capacity,

financial health, and indebtedness.

Permanence of supervisor of the
contracting company in the LSP,
joint planning.

location (L), facilities (1),
equipment (E).

Storage, stacking, and fleet
characteristics.

Management of transport (T),
warehouse (W), and inventory (I)

Flexibility in meeting demand
(F); Renegotiation of contractual
clauses;

Responsiveness (R) - Distribution
and dispatch in JIT; Deliveries
and short term

LSP’s reputation, partnership
between LSP and contracting
company, number of new
contracts signed.

LSP’s time of experience; core
competence; Time in the market;
portfolio of key customers.

Q (1) Total transportation cost x 100 / sales revenue

Q (2) Total handling and storage cost x 100 / sales
revenue.

Q (iii) Current liquidity = Current assets

Current Liabilities

General liquidity = Cur. asset. + real to long term

Cur. Liability . + long term payables

Dry liquid = Active circ. - Stocks

Current liabilities

Immediate liquidity = Available (cash and banks)
Current liabilities

OW (3) If the LSP candidate does not accept them, he
/ she is disqualified

Q (4) L - Contractor’s travel time to the LSP CD:
(max = 01h15min h).

Q (5)F - Areas for preparation of the various types of
requests and for carrying out controls.

Q (6) E - (LSP’s equipment quantity / quant required)
x 100

Q Perfect order = number of perfect orders delivered
x 100 / total orders shipped.

Q (8) T - Total transportation cost x 100 / sales
revenue

Q (9) W - Total handling and storage cost x 100 /
sales revenue.

Q (10) W - Storage capacity utilization = occupied
area x 100 / total available area.

Q (11) I - Quantity of missing parts in the physical
stock in relation to the system x 100 / total of parts in
the system.

Q (12) R - Quantity produced / Production capacity

Q (13) R - Billing / quantity produced

GP (14) If the candidate to LSP does not accept this
condition, s/he is disqualified.

Q (15) Number of contracts entered into with
companies in the same segment

Q (16) Obtain information from various companies
and evaluate reputation.

Q (17) Number of contracts closed per year.

GP (18) If the LSP candidate does not accept this
condition, s/he is disqualified

Obs.: OW - Order Winners and Q — Qualifiers. Source: Oliveira Neto et al. (2011).
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Table 5. Continued...

Core capabilities Operational Routines

Performance Indicators

Quality Management
Attributes Required..

Quality control system; product
integrity upon receipt; product
integrity in storage; product
integrity in transportation;

conformance in services provided;

label identification verification.

Required information
technology resources.

Electronic Data Interchange
(EDI); Enterprise Resource
Planning (ERP), Warehouse
Management System (WMS),
Transport Management System
(TMS), and Global Positioning
System (GPS).

Human resources Hiring process, required

qualification and training sessions.

Reliability of the
services provided. of disclosure of confidential
information; cargo insurance
against theft.

CSA to solve problems quickly,
after-sales system, LSP’s

commitment.

LSP’s empathy in
dealing with clients.

Environmental care. Environmental management;

Full order submission; prohibition

Q (19) Timeliness of delivery = Quantity of orders
delivered x 100 / quantity of orders negotiated with
customers

Q (20) Product rejection rate = quantity of products
rejected, discarded or returned without conditions
of'use x 100 / quantity of products in the logistic
process..

Q (21) Evaluate LSP’s quality control system with
regard to ISO NBR 9000 certification.

OW (22) If the LSP candidate does not accept this
condition, /she is disqualified

Q (23) Number of dismissals per month x 100 / total
number of employees.

Q (24) Number of LSP employees who attended
training courses in the previous year x 100 / total
number of LSP employees.

OW (25) If the LSP candidate does not accept this
condition, he is disqualified.

Q (26) If the LSP candidate does not have a
satisfactory customer service system, /she is
disqualified.

Q (27) Time (hours) to solve the problem

Quantity of complaints x 100 / quantity of deliveries.
Q (28) Obtain information from several LSP clients
OW (29) If the LSP candidate does not accept this

social responsibility management; condition, s/he is disqualified.

cleaner production.

Fine for delayed receipt; fine for the lack of LSP’s availability of people and equipment; fine for quality
nonconformity, fine due to defects in materials, products and equipment; fine due to storage failure; fine for
non-conformity in transportation; fine regarding personnel. Therefore, each indicator of this can generate a fine.
GP (30) If the LSP candidate does not accept this condition, s/he is disqualified

Obs.: OW - Order Winners and Q — Qualifiers. Source: Oliveira Neto et al. (2011).

strategic similarity and culture compatibility between
the contracting company and the LSP.
Organizational culture entails a set of values and
beliefs that should work in shared ways, thereby
preventing operational islands. It is one of the most
relevant aspects in the analysis of the compatibility
between the LSP and the contracting company in
order to guide the implementation of the strategy.
Holcomb & Hitt (2007) report three factors of
analysis in order to verify the degree to which firms are
strategically similar: (i) capability complementarity,
occurring when specialized capabilities provided by a
third party can add value if used in conjunction with
existing capabilities of the company; (ii) strategic

relatedness, to improve the understanding of objectives,
thereby reducing conflict, and also facilitating the
establishment of routines and the absorption of
knowledge; and (iii) cooperative experience, which refers
to repeated ties formed with specialized companies,
which forges bonds and increases understanding of
skills and routines.

Step 6: Establish coordination and collaboration
with use of performance indicators with penalties
and awards

This implementation phase aims to clarify the
coordination aspects between the companies,
considering the LSP’s importance in the integration
of the actors of the supply network, so as to increase



476 Oliveira Neto, G. C. et al.

Gest. Prod., Sao Carlos, v. 25, n. 3, p. 458-484, 2018

the contracting company’s competitive advantage.
Therefore, coordination requires negotiating the
performance targets, by central capability and
operational routine, with the insertion of penalties
in case of ineffectiveness of the agreed targets, and
annual awards to the LSP employees when targets
are exceeded.

These actions tend to foster closer bonds between
companies, increasing the exchange of information
and team spirit, and resulting in service performance
improvement and reduced uncertainty of any kind
(Whipple & Russell, 2007). A lack of integration
among members of the same supply chain, such as
the case of the contracting company and the LSP, can
negatively influence performance metrics, which can
lead to penalties, and in many cases, contract breaches
(Germain & lIyer, 2006). Therefore, the contracting
companies aim to select LSP partners with service
capability, which reduces uncertainties regarding
bullwhip effects and risks (Rodrigues & Sellito, 2008).

Step 7: Contract formalization

After aligning the strategic and cultural similarity
and the coordination between the parties, it becomes
possible to formalize the contract with specific criteria
and subcriteria, penalties and performance targets.
Novaes (2007) mentions that contract formalization
should create bonds of trust and partnerships in such
a way that the companies permanently manage the
relationship and maintain a policy of surveillance
in order to prevent the partners from moving away
from previously set objectives. Dornier et al. (2000)
reinforce an important prerequisite for a successful
partnership, namely that prior to the agreement the
contracting company present the measures that it
considers relevant to its performance, based on four
dimensions: the company’s need for outsourcing,
the tangible values of performance measurement,
management commitment, and the operator’s capability.

Finally, a strategy should be devised to control
and measure logistic performance in order to share
information and feedback among the members of the
network through the four steps shown next.

Step 8: Require the presence of a contracting
company’s supervisor in the outsourced sectors

An important aspect in relation to the control of
the outsourced process is to maintain an employee of
the contracting company for in-site supervision of the
operational routines. Through this action, improvements
have been observed in the effectiveness of the level of
service, with daily minute and emergency correction
measures. Problems are thus usually eliminated before
they become complicated.

Step 9: Integrate the information system for data
sharing between contracting company and LSP

Currently, many organizations are integrating the
LSP system into their information system in order to
closely follow the outsourced process. For example, a

large chemical company that outsourced warehousing
and transportation to an LSP monitors the status of the
handling, stock, and inventory management, routing,
etc. in real time, using the Warehouse Management
System (WMS) and Transportation Management
System (TMS) software integrated with the LSP’s
operational routine. That leads to a better control of
operations and improves the alignment of information
between companies. In many cases failures are
resolved quickly, resulting in improvements in the
complementarity of resources between companies.

Step 10: Require the performance reports from
the LSP

For effective control, a daily operational performance
report must be provided by the LSP. These reports
are based on performance indicators established
concurrently with core capabilities and operational
routines. In this way, it is possible to control on a daily
basis the service levels of the logistics operations and
establish contingency action plans, as well as apply
the penalties formalized in the contract in order to
add resilience to the logistics operations.

Step 11: Hold meetings for continuous improvement

Finally, the last control elements in the outsourcing
strategy are daily morning meetings about the performance
goals. It has been found that most organizations that
need to design logistics outsourcing strategies establish
control through morning meetings to monitor the
effectiveness of the goals on a daily basis. Hence, a
detailed daily monitoring of the performance indicators
is extremely important. This action is justified because
focusing solely on monthly performance data may
be too late to make corrections, and may result in
lost customers. With daily measures, it is possible to
establish emergency action plans in a timely manner
so as not to affect the customer service level, in
addition to allowing for contractual adjustments over
time, mainly because organizations are inserted in a
dynamic environment, subject not only to incremental
changes, but also radical or transformative ones, in
laws, for example.

Considering the aspects and arguments presented
here, this paper proposes a framework (Figure 1)
aimed at developing the outsourcing strategy for the
contracting of a LSP at the heart of the supply chain
management, through the cognitive presentation of
the stages the present paper’s authors devised in the
last five years in more than one hundred companies.

4 Analysis and expected benefits

This section will present the benefits of the proposed
theory and practice in relation to the formulation of
the strategy for OLS to an LSP, based on the RBV.

Based on the systematic literature review conducted,
it is possible to state that the present research study
is original and unique. As the review results show,
53% of published articles present modeling based on
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Figure 1. Framework based on Resource Based View for Outsourcing Strategy for Hiring Logistics Service Provider.

decision making (Mclvor, 2000; Wu et al., 2005; lafiez
& Cunha, 2006; Al-Kaabi et al., 2007; Isiklar et al.,
2007; Ordoobadi, 2009; Soh, 2010; Li et al., 2012;
Kumar et al., 2013), without explaining how to
formulate, implement, and control the strategy of
outsourcing by the supply chain area. These articles
fail to address the relationship between the processes
performed in practice, and the activities and routines.
One article approaching decision making based on the
TCT and RBV (Holcomb & Hitt, 2007) is essential to
the proposed framework, mainly for the possibilities
of verifying the compatibility of the strategy between
the companies and analyzing the complementary
resources aiming at competitive advantage.

The other papers analyzed focused on the
models/frameworks, and in turn corroborate the
framework proposed here, in their objective of
improving customer relationship and satisfaction
by OLS (Roses, 2007), and of developing an
outsourcing project based on the environment and

structure (Gretzinger, 2008; Jafarnejad et al., 2013).
Because outsourcing processes are not static and can
be adapted according to the needs of the contracting
company (Simmonds & Gibson 2008), in this context
basing the outsourcing strategy on the experiences
of professionals working in the logistics segment,
and with knowledge in the operational routine, can
be an opportunity for success (Mello et al., 2008).
A successful relationship will also consider the external
analysis of the LSP, based on the strategic positioning
(Juga et al., 2008), because of the development of
integrated planning to improve competitiveness
(Chan et al., 2009), focused on creating competitive
advantage (Kang et al., 2009).
The proposed framework can contribute to:

i. Developing and identifying internal capabilities
through interaction with the logistics operator
(Kotabe et al., 2008; Lai et al., 2013), with
the objective of expanding and sharing the
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technical and managerial capabilities of the
process (Souza et al., 2011);

ii. Identifying the logistical resources needed for
the outsourced operation, with the objective of
improving the communication and relationship
between the supply chain participants (Lai et al.,
2008; Mclvor, 2009; Perunovic et al., 2012);

—_

iii. Assessing risks to the organization due to possible
failures of the outsourcing process (Tsai et al.,
2008; Govindan et al., 2013), and resilience
for the contracting company in coping with
possible periods of turbulence and vulnerability

(Glas et al., 2013);

iv. Achieving the objective of selecting an appropriate
LSP by means of hierarchical processes
(Chiang & Tzeng, 2009; Chen et al., 2011;
Anderson et al., 2011), resources (Chen et al.,
2010; Perunovic et al., 2012), and the lowest
possible transaction cost (Ferreira & Serra,
2010; Vasiliauskiene et al., 2011; Lee et al.,
2012); and

v. Building a partnership (Hofer et al., 2009;
Lai et al., 2013).

Therefore, for the proposal of the framework,
each article was analyzed in order to search for a
gap in theory. After the bibliometric research of the
models, an attempt was made to interweave the articles
into the proposal of this study. It was then possible
to establish a more focused model in the practice,
mainly focused on answering “how to carry out the
outsourcing process.

The need is shown for the outsourcing strategy to
be based on the supply chain manager—whose task is
to observe the environment, considering the economic,
political, natural and social aspects—as well as the
risk and resilience framework in the analysis of the
environment and the operational structure.

This framework also allows us to establish a
more cautious study about the actual needs of the
contracting company’s operational structure before the
decision process in relation to the analysis of routines,
resources, and core capabilities. This will allow the
manager to develop an outsourcing project based on
the contracting company’s actual operational needs.

5 Conclusion

This framework based on RBV for outsourcing
strategy for hiring logistics service provider, it
considers in its elements the possibility of identifying
the necessary internal organizational resources,
which complements Porter’s strategic management

framework with a view of outsourcing as based on
market positioning.

For this premise, operational managers should first
identify the actual needs for resources, capabilities,
and routines of their operational structure, including
materials, facilities, machinery and equipment,
workers’ qualification, information technologies,
operational costs, and financial stability of the LSP,
besides having in place the key management to ensure
a successful operation.

Focusing exclusively on market conditions limits
bargaining power, which precludes operations
managers from ensuring in the contract that their
real resources needs are met for the success of the
operation. Another important point in the strategic
dimension is the possibility of being able to choose
a service provider in the market that integrates and
builds upon the capabilities of the contracting company,
especially one with some similarity in strategy, in
order to boost its competitive advantage.

Furthermore, the framework based on RBV for
outsourcing strategy for hiring logistics service
provider contributes to the logistics literature,
insofar as it introduces and enhances the design of
the strategy, since managers generally consider the
OLS as a merely operational decision.

The proposition also emphasizes the relevance of
the possibility of establishing a strategy based on the
analysis of organization’s operational structure, and
the environment it faces; thus, operations managers
can develop studies with the purpose of identifying the
internal needs that unfold in resources, core capabilities,
and operational routines, thereby producing data that
will serve as a basis for negotiating with, choosing,
and contracting with the LSP.

The Outsourcing Logistics Services Project, emerged
from the design and unfolding of the framework
herein proposed, allows logistic needs and concerns
to be raised and answered, namely:

1. What are the resources needed by logistic
products?

2. What are the core capabilities (criteria) per
logistics product for negotiating with, selecting,
contracting, and controlling the LSP?

3. What are the organizational routines (subcriteria)
by core capability (criteria) present in the
logistics product for negotiating with, selecting,
contracting, and controlling the LSP?

From this framework, we intend to develop a
quantitative framework for hiring a LSP based on
the necessary resources, core capabilities, and the
operational routines, followed by empirical tests
in organizational practice, seeking to answer the
questions asked for each logistic product typology.
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This will also inform us of the similar criteria and
subcriteria, as well as the specific ones among the
logistic product typology.

Hence, this framework will be applicable the
moment an organization decides to focus on its core
competencies and outsource its supporting activities.
The limitation of the framework is that by itself it
does not guarantee the success of the implementation,
because it is not a static modeling system, and thereby
requires careful study by the operations manager.

This framework is already intrinsic in the practical
actions of the authors of this paper due to their extensive
advisory activity of the last five years regarding
the OLS to LSP. Thus, for future studies, after the
publication of this framework, the development of
several studies about different typologies of cargos
is intended, and also the establishment of a research
line for master’s and doctoral programs.
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