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ABSTRACT

In recent years, the transport industry has encountered numerous challenges. It
experienced strong growth, but also many uncertainties. In many cases, logistics service
providers were forced to change their strategy. So, the question for logistics service
providers arises “how to deal best with uncertainties?” We build a hypothesis on the
question how SME logistics service providers had been dealing with the uncertainties and
developments they had been faces with. In order to test this hypothesis, we questioned
13 SME logistics providers from the Dutch region of Nijmegen on their policies how to
cope with the near future. Our initial impression was that they tackled these problems
mainly on a day to day basis. That proved not to be true. But our research shows that
they are aware of the changing environment and but do not translate this into targets
which makes it difficult to be prepared for such occasions. Another finding is that SME
logistics service providers want to give scenario planning an important role to determine
their strategy.

INTRODUCTION

“The daily struggle for survival keeps me from looking ahead to see what might happen
tomorrow”. “"As a SME transport company, we are completely depended on whatever
happens with our shippers”. These are just two quotes from SME logistics service
providers participating in a research we conducted amongst the branch in 2011. We had
heard these remarks before from SME logistics service providers, so we wanted to find
out how they handled coping with their future. During the last decade the industry has
seen a huge growth but a sharp decline during the last year. We wanted to understand if
and how they prepared for these uncertainties. We especially wanted to find out if they
used a systematic approach or just went from case to case and whether they used tools
like scenario planning (Schwartz, 1996; Lindgren & Bandhold, 2003).

RESEARCH METHODOLOGY

As basis for our research we took the Balance Scorecard (BSC), which was developed by
Kaplan and Northon (1992) to illustrate the translation of the company’s vision into a
strategy. BSC is a model based on financial measures for the success of a company, but
supplemented with aspects from other perspectives - customer, internal process, and
learning, these financial measures link strategic vision with operational activities. This
model provides in a framework which we be believe is easily recognized by logistics
service providers: create a vision based on your market but with profit as the most
important outcome .

Our target group are SME logistics service providers. We took them because they:

1. Most likely do not have the man power to formulate alternative scenarios for the
future;

2. Are often family owned; The bond between the owners and senior management is
always very strong in these types of companies (Fléren & Zwartendijk, 2004).
This close bond can have an impact on the way how a company looks at its own
future.

3. Could be depending on one or two major customers.
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These aspects could have an impact on how SME logistics service providers take a
different look on their own future as large logistics service providers. Based on these
three aspect we have formulated a hypothesis:

SME logistics service providers do not prepare a strategy for eventual situations in the
future.

To test our hypothesis we did a survey under SME logistics service providers in the area
Nijmegen-Eindhoven. We set the maximum work force at 200 full time employed (FTE)
employees. This number does not include potential hired capacity from third parties. We
also set a limit to the minimum number to 25. This will exclude the large group of owner
operator truck drivers. We believe that this group will have its own specific problems
which should be the subject of a different study. We called 40 companies to ask for their
cooperation and we found 13 who wanted to participate to an one hour unstructured
interview. Before we conducted this interview we send them an email on what we would
like to discuss to help them to be prepared. Table 1 lists the interviewees , the company
size, market in which they operate and their respective activities.

Company | FTE Market Activities

National Transport,
1 101-150 Exceptional Transportation Warehousing

International Distribution,
2 101-150 Physical Distribution Warehousing, VAL
3* 51-100 Events Setting Up Sites

National Distribution,
4* 151-200 Transport Perishable Foodstuffs | Warehousing, VAL

National Distribution,
5 151-200 Transport Perishable Foodstuffs | Warehousing, VAL
6* 25-50 Building Material Transport, Warehousing

International Transport,
7* 51-100 Theatre/Entertainment Warehousing, VAL

International Transport,
8 151-200 Heavy Goods Warehousing

National Distribution, O
9% 51-100 Physical Distribution Warehousing

National Distribution,
10* 51-100 Transport Perishable Foodstuffs | Warehousing, VAS

Courier Transport and Express | Courier Transport Services

11 25-50 Services in 25 Km Radius

National Transport,
12* 51-100 Transport Perishable Foodstuffs | Warehousing

National Transport,
13* 25-50 Transport Perishable Foodstuffs | Warehousing

Table 3list of interviewed companies

* (the numbers 3, 4, 6, 7,9, 10, 12 and 13) indicates a family owned company.
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Figure 4 distribution of interviewees and company size

The interviews were held at the company’s location and the interviewee was always (co)
responsible for developing the company’s strategy. Every interview was recorded,
transcribed and send to the interviewee for correction and omissions.

INTERVIEW RESULTS

In the interview we asked the interviewee about their views on:
1. The vision of the company
Four (1, 4, 9 and 13) of the thirteen companies (31%) have as an objective that they
want to grow. For three (2, 6 and 12) respondents (23%) mere survival is at the
moment the main objective. For the remaining six (46%) finding a specific niche
should secure their business activities. All respondents report that there is a lot of
competition in the transport sector and therefore they are also trying to drive at a
lowest possible rate service striving for efficiency. Often the term “dog eats dog” is
used. The vision of company 6 is their opinion on the whole industry, not a vision for
the company itself.

2. Horizon of policy formulation

It is remarkable that some companies indicate a planning horizon of one year (3,4
and 6) or less than 5 years (1, 2 and 7). The question may be whether strategic
planning is a) a moment of reflection on the future or b) a tactical planning. The
period of less than five years used by the companies above, would rather point to
tactical planning as to strategic planning (Dess et.al, 2010, Thompson et.al., 2010;
Horngren et al, 2012, p 206). What is striking is that 54% of companies do not meet
at a fixed time to debate the strategy. For this group, policy decisions are an ongoing
process which is done alternately with the other activities.

3. Who formulates the strategy

For 22% (6, 7, 10) of the companies surveyed the strategy is formulated by just one
person. In 14% (11, 13) of the cases, this is done by two persons and in remaining
64% the strategy is formulated by the whole management team.

4. Scenario planning (Present use and Future use)

Of the companies surveyed 12 (92%) are familiar with the aspects of scenario
planning. 15% (2, 5) uses scenario planning at present. These companies have
invented different scenarios and worked these out to be prepared for the unexpected.
Of the 11 companies that do not use scenario planning, the current economic crisis
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has surprised 5 (6,8,10,11,12). Company 13 suddenly discovered it was extremely
depending on one major customer. They indicated that they might have seen this
earlier if they had used scenario planning. Of the 11 (85%) companies that do not
use scenario planning, eight (62%) companies (1, 3, 4, 8, 9, 10, 11,and 13) are
considering using scenario planning in the near future. The main reason given is to
map the growth potential of the company. The remaining 38% that do not plan to
adopt scenario planning (6, 7, 11) indicated that they like the way how they are
working at the moment and want to change nothing.

5. information sources

All companies surveyed are members of branch associations. Six companies (2, 5,
10, 12, 13, 14) regularly attend meetings of these associations to discuss various
logistical issues. The eight other companies keep themselves informed through
magazines.

6. Dependence on customers

Respondents 2 and 5 (15%) did not want to answer this question as they considered
this information competition sensitive. Of the remaining 11 respondents, five
(1,6,7,11,13) (45%) mentioned dependency on one major customer and four
respondents (3,9,10,12) 36% mention large accounts but do not see this as a
potential problem. Only two respondents (4, 8) (18%) indicated a broad customer
base and saw no danger if any customer was to disappear.

7. Greatest uncertainties in future
When asked to name one specific uncertainty which would have a huge impact on the
company the respondents gave the following answers as found in table 2:

Greatest Uncertainty In The Near

Future Company
Loss of a Major Customer 1,2,3
Crises, Economic Development 6,8,9
Obtaining of Personnel/Staffing Problems 5,12
Having Just One Policymaker 7,10

Fuel Prices 13
Company Growth 4

Table 4 main uncertainties
Only company 11 (8%) saw no uncertainties for the near future and expects to
continue as usual.

ANALYSIS

The information obtained from the interviews was labeled and placed in the management
system as developed by Kaplan and Norton (2008) as shown below in figure 2.
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Plan the Strategy Develop the Strategy

*Strategy map/themes *Mission, values, vision
*Measures/targets *Strategic analysis

*Inititative portfolios *Strategy formulation
*Funding/STRATEX

Align the Organisation StrategicPlan

Performance
measures

*Strategy map *Profitability analysis
*Balanced scorecard *Strategy correlations
*STRATEX *Emerging strategies

Test and Adapt

*Business units
*Support units
*Employees

Results

Plan Operations OperatingPlan Monitorand Learn

*Dashboard
| *Sales forecast
*Resource requirements
*Budgets

*Key process improvement
*Sales planning

*Resource capacity plan
*Budgeting

*Strategy reviews
*Operating reviews

Performance
measures

Results

/

Figure 5 The management system: linking strategy to operations
If we fill the found labels in this ABC model we get the following view as found in table 3:

Aspect of Kaplan and Norton | Remarks

e Develop the Strategy All respondents do have a mission and vision
on what they want to do and what they aspect
will happen in the future. However distant (or
better close) this future may be. But these are
sometimes wishful thinking (growth) or just
survival.

e Plan the Strategy Strategies are seldom written down! Also no
one mentioned any measures or targets which
should be met. This makes these plans difficult
to serve as a focus point. They often change as
the horizon is short and are perhaps more
tactical or even operational plans instead of
strategic plans.

e Align the Organisation Most respondents mention that their main
flexibility is to be found in their employees.
They have taken on more staff with temporary
contracts or with flexible working hours. No
real changes were mentioned for business units
and support units.

e Plan Operations Not one respondent mentioned anything which
could be placed under the labels “key process
improvement”, “sales planning” or “budgeting”.
If anything is mentioned, it is planning the

availability of (human) capital.
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e Monitor and Learn With nothing set as targets for strategy and no
measures mentioned, it is not surprising to find
nothing on monitoring and learning on a
strategic level. With so many respondents
mentioning “survival” perhaps learning on a
strategic level is a luxury at the present few
can afford in this business.

e Test and Adapt Again nothing set as a target, so how to test
and eventually adapt?
e Strategic Plan With so much handled on a day-to-day basis

approach, a strategic plan might just be what
this group is needed. But al present nothing
was found which could be placed here

e Operating Plan No dashboard for strategy is mentioned by
anyone. All respondents focus on day-to-day
problems and solve these as they come.

Table 5 ABC and the findings

CONCLUSION

Our sample is not meant to be representative, nor to draw any definite conclusions. But
we still can say something in regards to our hypothesis. Based on our findings, SME
logistics service providers seem not to link the future with present day handling. They
seem more concerned with the ad hoc situations as with something which might perhaps
occur. But they seem aware that the future is something which they should be prepared
for, but are not 100% sure how this should be done. As all participants were a member
of branch organizations, we would suggest that the latter could play an important role in
this process to help SME logistics service providers to define future problems and
possibilities. These branch organizations have the manpower missed by the SME logistics
service providers and could provide their members with a wider knowledge and insight
into the whole market. Still we want to suggest to SME logistics service providers to use
scenario planning tools in order to draw the outlines of what could happen and where
potential opportunities lie.

REFERENCES

Christopher, M., (2005) Logistics and Supply Chain Management: Strategies for
Reducing Cost and Improving Services Prentice Hall 3rd ed.

Cooper, 1. (ed.) (1993). Strategy Planning in Logistics and Transportation, Cranfield
University School of Management

Dargan, A.E. (2011), Environmental impact analysis in apple and pineapple juices
concentrates supply chains, MSc Thesis Management Studies, Wageningen University
the Netherlands.

De Wit, B. & R. Meyer, (2010) Strategy : process, content, context : an international
perspective. 4th ed, Thomson/South-Western London (UK).

Dess, G.D.,G.T. Lumpkin & A.B. Eisner (2010), Strategic Management: Text and Cases,
Fifth Edition, McGraw-Hill/Irwin, New York.

Dijkhuizen, B. (2011), “Poster met Top 50 LDV-ers is online” dd 12 april 2010
www.logistiek.nl (assessed April 20th, 2011)

Dorp, B. wvan, A.P.M. Kempe, & H.R. Commandeur (1992), Strategisch
marketingmanagement in de transportsector, Deventer, Kluwer
Bedrijfswetenschappen.

Floren, R.H. & G.W. Zwartendijk  (2004), Ondernemerschap en  het
familiebedrijf:bedrijfsfamilies als kweekvijver voor ondernemerschap, Universiteit
Nyenrode, Center for Entrepreneurship, Breukelen.

Francke, J., J.A. Annema & P. Wouters (2009), Zuinig met goed op weg: beleid voor
efficiencyverbetering in het  goederenwegvervoer, Kennisinstituut voor
Mobiliteitsbeleid, Ministry of Infrastructure and the Environment, The Hague.

664



Goor, A.R. & W. Ploos van Amstel (2009) Distributie logistiek: werken vanuit
ketenperspectief, 3de druk Noordhoff Uitgevers, Groningen.

Horngren, C. T. M. Srikant & G.F. Datar (2012), Cost Accounting: A Managerial
Emphasis, 14ed, Pearson, Harlow, UK.

Jeon, C.M. & A. Amekudzi (2005). “Addressing Sustainability in Transportation Systems:
Definitions, Indicators and Metrics”. ASCE Journal of Infrastructure Systems, Vol. 11,
No. 10, March 2005.

Johnson, G., K. Scholes & R. Whittington (2008) Exploring corporate strategy : text &
cases, FT/Prentice Hall, London (UK).

Kaplan, R. S., & D. P. Norton (2008) Execution Premium: Linking Strategy to Operations
for Competitive Advantage. Harvard Business Press.

Kaplan, R. S. & D.P. Norton (1992) “The Balanced Scorecard: Measures that Drive
Performance”, Harvard Business Review, (January-February): 71-79.

Kraljic, P. (1983), “Purchasing must become supply management”, Harvard Business
Review, p 109-117

Kuipers, B., B. van der Moolen & K. Verweij, (2008), Logistieke Ketenregie: het
supporten waard! ,TNO, Delft

Lindgren, M. & H. Bandhold, (2003) Scenarioplanning the link between future en
strategy. Palgrave Macmillan, Basingstoke, UK.

Maloni, M. J. & M. E Brown (2006), “Corporate Social Responsibility in the Supply Chain:
An Application in the Food Industry”, in: Journal of Business Ethics, Vol. 68, No. 1, pp.
35-52

Meulen, S.J. van der & M.R.J. Kindt (2010), Duurzame logistiek: met welke
verladerseisen worden logistieke dienstverleners geconfronteerd, ING, Amsterdam

Nijkamp, Rienstra & Vleugel, (1998). Transportation planning and future, Chichester:
John Wiley&Sons.

Pieters, R., H.-H. Gléckner, O. Omta & S. Weijers "Wat doen logistieke dienstverleners in
de praktijk aan duurzaamheid?” HAN Business Publications, 5 (December 2010), pp.
9-22.

Quak, H.]J. (2008), Sustainability of urban Freight Transportation: retail distribution and
local regulations in cities, PhD. Erasmus University Rotterdam

Schwartz, P, (1998). The Art of the Long View. Planning for the Future in an Uncertain
World. Doubleday. New York

Speh, T. W. , (2008) “Assessing the State of Supply Chain Management” in Baumgarten,
H. (editor), Das Beste der Logistik, Pages 245-253, Springer Verlag, Berlin.

Szekely, F. & Knirsch, M., 2005, “Responsible Leadership and Corporate Social
Responsibility: Metrics for Sustainable Performance”, European Management Journal
23:6, 628-647.

Thompson, A.A., A.]J. Strickland & J.E.Gambles (2010), Crafting and Executing Strategy:
The Quest for Competitive Advantage: Concepts and Cases, 17th ed. McGraw-Hill,
New York

Uitenboogaart, H., K. Verweij, B. Lammers & B. van der Moolen, (2010),
Strategievorming logistiek, TNO Delft

United Nations (1987), The Brundlant Commission, Our Common Future ( the World
Commission on Environment and Development).

Wagensveld. K. (2013) The travel and translation of balanced scorecards. Dissertation
Radboud University Nijmegen

Verweij, K. (2011), “Top-100 Idv-ers 2010: Handle with Care” dd 9 april 2010
www.logistiek.nl (assessed April 20th, 2011)

Visser, L. (2010) Thresholds in Logistics Collaboration Decisions: A Study in the Chemical
Industry. BOX Press Uitgeverij, Oisterwijk.

Yin, R.K. (2009). Case Study Research: Design and Methods. Newbury Park, CA: Sage.

665



