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Summary

The political and humanitarian influence of confion the international community is
enormous and generally results in an internatiam@rvention. An extensive humanitarian
relief community has developed since the SecondleMafar. It includes multilateral

agencies such as the United Nations, Non-Governah@rganizations and Defense
organizations operating abroad and providing mesty and aid to conflict or disaster
zones than before. There are even commercial ozgéions working in this relatively new
market. To provide the necessary aid to peopldase areas, it is essential that logisticians
provide the right goods in the right place in tHestest possible time. Unfortunately, research
has shown that supply chains of crisis responseaijmas usually underperform. Operating in
an environment with many stakeholders, differertunes, lacking infrastructure, crossing
borders, criminality and violence, makes it evenrendifficult to serve customer needs.
Therefore, a crisis response supply chain needetagile. Outsourcing logistics functions

might increase the agility of a crisis response@yhain.

This explorative research approaches logisticsamutsng in crisis response operations from
a supply chain management point of view. The ainthad thesis is to describe the influence
factors on make-or-buy decisions with regard tastigs during the sustainment phase of a
crisis response supply chain by comparing outsogytogistics theory with crisis response

supply chains in practice.

Crisis response supply chains differ from regulapgly chains in many ways. These

differences demand a different way of make-or-begidion making. Seven influence factors

are identified: demand uncertainty, length of sypghain, need for agility, availability of

logistics service providers, controversy about @hand legal aspects, costs of performing in-

house versus effectiveness and level of militargqeeenforcement.

The seven influence factors were translated in psitons:

1. Demand uncertainty has a positive effect on logsbutsourcing in CROs.

2. The length of a supply chain has a positive eff@etiogistics outsourcing in CROs.

3. Need for agility has a positive effect on logistiastsourcing in CROs.

4. The availability of logistic service providers hagositive effect on logistics outsourcing
in CROs.



5. Controversy about ethical and legal aspects ofatmlation has a negative effect on
logistics outsourcing in CROs.
A) Costs of performing in-house have a positivesetfon logistics outsourcing.
B) The importance of supply chain effectiveness aaggative moderating effect on the
relation between costs of performing in-house aygldtics outsourcing.

7. The level of military peace enforcement has a negatffect on logistics outsourcing in
CROs.

The propositions were addressed in three caseeuBly selecting a profit (Supreme),
governmental (Dutch armed forces) and a non-prolgaid (Cordaid) organization, three
important actors in conflict zones were includedhrs research. The key-informants were

crisis response logistics experts working withie genior management of the organizations.

From the results seven conclusions can be drawst,Flemand uncertainty has a positive
effect on logistics outsourcing. Second, the lemgfta supply chain has no (positive) effect
on logistics outsourcing. Third, the results ofghesearch show a positive relation between
the need for agility and logistics outsourcing. b limited availability ofreliable suppliers

in conflict zones has a negative effect on outsmgdogistics. Fifth, there is a positive
relation between costs of performing in-house amgidtics outsourcing. The need for
effectiveness has a negative moderating effecherr¢lation between costs of performing in-
house and logistics outsourcing.

The results for the following propositions show sedifferences between the organizations.
The sixth conclusion is about the controversy almihical and legal aspects. In case of
NGOs, it is clear that the controversy about etharad legal aspects has a negative effect on
logistics outsourcing. In case of the governmeatad the profit organization, the relation
between controversy about ethical and legal aspmtthe one hand and logistics outsourcing
on the other hand cannot really be determined basetie results of this research. The last
conclusion is about the level of military peace @mement. For profit and governmental
organizations, it can be concluded that therep®sitive relation between the risk of violent
attacks and logistics outsourcing. The resultshef NGO, with regard to the relation between

the level of military peace enforcement and logistoutsourcing, differ from the



governmental and profit organization. In case & MiGOs there is no relation between the

level of military peace enforcement and logisticgsourcing.

Another possible influence factor could be detereaifirom the interview results. In case of
the NGO and the governmental organization theresvgggns that the aim of stimulating local

economies has a positive effect on logistics outsingj.

The outcomes of this research contribute to margigavareness of which factors may need
to be considered when making a logistics make-oy-thecision. This research shows that not
only lower costs or higher service quality are imamt, but that there are also other factors
which might need to be taken into account. Onlyhtitis knowledge they are able to
understand the influence of the factors and it Belgem to consider the make-or-buy
decisions carefully, which ultimately prevents d#aon making based on ignorance. The
differences in approach between the organizatioeate opportunities for all companies to
learn from other kinds of organizations operatinglar the same circumstances. This research
specifically focuses on CROs. However, since glatadion will lead to more overseas supply
chains, the number of multinationals operating imlaveloped and upcoming markets is
growing. Undeveloped markets are quite similar tes(S Response markets, which means
that the results of this research will also be usébr logistics make-or-buy decisions in

undeveloped markets.

This research has an exploratory nature, theretbeeevidence provided is not enough to
draw indisputable conclusions. However, the intewresults provide some initial evidence
to support or reject the propositions that werariatated and they give a first insight into this
relatively new area of management science. Theofiimited cases and key-informants in
combination with limited availability of literaturmight have consequences for the reliability
and validity of the results. Therefore, findingscat be generalized to all make-or-buy
decisions in CROs. Further research is neededpiicate and validate the results of this
study. Further research, with a larger number of-k#ormants from different kinds of
organizations, should focus on the differences leetwvnon-governmental, governmental and
profit organizations with regard to outsourcing istics in crisis response operations. In

conclusion, it will be valuable to explore more gypchain management aspects of crisis



response operations. It would be interesting tolsm& the differences between crisis
response supply chains and regular supply chaifisgnce partner selection, relationship

management or buyer-supplier dependency, amongwthe
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1.

Introduction

This chapter describes the context of the resedhehresearch questions and the
relevance. Therefore it contributes to the fundatsef this master thesis by giving

direction and creating understanding for the reader

1.1. Problem definition

Irag, Afghanistan, Sudan, Bosnia, Kosovo, Sierraieare some of the examples of
conflicts which took place after the Cold War. Afthis period of bipolarity, world

politics have changed and the nature of conflicgsdme increasingly asymmetrical
(Kirkels et al., 2004). This means that regular athiforces will face irregular opponents,
whose tactics are characterized by guerilla techesg hit-and-run actions, merging into
the civilian society and fighting with an ideologicmindset.

The political and humanitarian influence of thesaflicts on the international community
is enormous and generally results in an internatiomtervention.

It may sound strange, but these conflict zonesadnege potential business sector. This is
shown by the combined budget in 2004 of the tegédast aid organizations in the world,
which exceeded 14 billion US dollars (van Wasserdi@006). Almost every government
in the world is involved either as a donor or reeipt of crisis response operations
(Kovacs & Spens, 2007).

An extensive humanitarian relief community has deped since the Second World War.
It includes multilateral agencies such as the Whisations and the World Food
Programme (Oloruntoba & Gray, 2006). Non-Governrnae@trganizations (NGOs) and
Defense organizations operating abroad and progiciore security and aid to conflict or
disaster zones than before.

To provide the necessary aid to people in thesasitas essential that logisticians
provide the right goods at the right place in tih@gest possible time. Crisis response
operations can be divided into three phases; depét, sustainment and redeployment
(Leidraad Doctrine Publicatie, 2000). Logisticsats account for 80 percent of
humanitarian aid operations and the only way todumt a successful operation is through
efficient and effective supply chain management\&cs & Spens, 2007). Unfortunately,
research has shown that supply chains of crisigaese operations usually underperform,



which results in wrong goods at the wrong placéh@ wrong time (Pettit & Beresford,
2005).

Operating in an environment with many stakeholddif$erent cultures, lacking
infrastructure, crossing borders, criminality andlgnce, makes it even more difficult to
serve customer needs. All these aspects have eglsaliserious disruptions to supply
chain activities. Unsurprisingly, the humanitariaid supply chain is, unlike the regular
business supply chain, often unstable (Oloruntob@r&y, 2006). In these situations
‘business as usual’ is not always an option (Clopéter & Peck, 2004).

The humanitarian supply chain is the ultimate semsé-response supply chain (Thomas
& Kopczak, 2005) and therefore it needs to be agité resilient. This means that an
organization should be able to thrive in a continsly changing, unpredictable business
environment and that the supply chain should be abketurn to its original state or move
to a new, more desirable state after being distdif@ghristopher & Peck, 2004; Prater et
al., 2001). To understand supply chain agility radt al. (2001) broke down the supply
chain in three basic segments, see Figure 1.

Sourcing Flexibility
& Speed

Manufacturing
Flexibility & Speed

A X

Supply Chain Agility

Delivery Flexibility &
Speed

Figure 1: Supply Chain Agility

The combination of these supply chain segmentsgobarcing, manufacturing and
delivery) on the one hand and speed and flexibiitythe other leads to the definition of
supply chain agility. If the speed and flexibiliof one of the segments increases, the level
of supply chain agility increases. Therefore, flakty and speed are important
components of the agility of a supply chain.

As crisis response operations become increasinmiyptex not only collaboration

between governments and NGOs, but also collabardbioough partnerships with private
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business will become more and more important (vaas®¥énhove, 2006). It can be
concluded that outsourcing logistics functions ntigiicrease the agility of a crisis
response supply chain.

Supply Chain Management is about supply chain pigndints sharing a strategic
orientation towards synchronized intra-firm andeinfirm operations and capabilities to
create customer value (Boer et al., 2006). Theaased number of partnerships resulted
in more flexible organizations concentrating onitle®re competencies and reducing
logistic costs. Outsourcing and supply chain managet are integrating when supply
chains are optimized by thinking beyond organizattmundaries and establishing
partnerships.

For many decades organizations have gone throygb@ess of restructuring, building
flexibility and reducing costs by contracting owrsices and activities traditionally
provided in-house. Outsourcing has grown to an irtgedt issue for many organizations.
Some authors have indicated that logistics outdagribas become a rapidly growing
source of competitive advantage and logistic casirgys. It is reported that some firms
routinely have achieved up to 30% to 40% reductioni®gistic costs and have been able
to greatly streamline global logistics processea asnsequence of outsourcing
(Rabinovich et al., 1999).

Due to its multi-disciplinary nature, outsourcingshbeen approached from different
views such as economics, purchasing, accountingsaategic management (Canez et al.,
2000). However, previous research primarily paigiation to outsourcing logistics in a
regular business environment. As Christopher & PR@€04) recommended, further
research should pursue in detail the trade-off leetathe different risks associated with
the make-or-buy decision. Especially in crisis r@spe supply chains, where managers
face extraordinary aspects and risks that may erflee the make-or-buy decision, further

research could be very useful.

1.2.Research objective and practical relevance
The aim of this thesis is to describe the influefi@etors on make-or-buy decisions with
regard to logistics during the sustainment phase afisis response supply chain by

comparing outsourcing logistics theory with crisgssponse supply chains in practice.
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The results of this research contribute to underditag the make-or-buy decision during
Crisis Response Operations. For this reason it stppnanagers of governments, relief
and commercial organizations with outsourcing decis under circumstances other than
‘business as usual’. Crisis response supply chdiifisr from regular supply chains in
many ways. These differences might demand a diffeneay of make-or-buy decision
making. This research identifies the influence fastand how these factors affect make-
or-buy decisions. It is important for managers @iy in crisis response operations to
become acquainted with these influence factorsy@uith this knowledge they are able to
consider the make-or-buy decisions carefully, whithmately prevents decision making
based on ignorance.

This research is specifically focusing on crisispense operations. However, since
globalization will lead to more thin overseas supphains, this framework could also be
useful for multinationals operating in undevelopet upcoming markets, such as Shell,
DHL, VAL, Procter&Gamble and Akzo Nobel.

1.3.Research model
A research model is a schematic overview of théedént steps leading to the research
objective (Verschuren & Doorewaard, 2000), ségure 2

Theory regular Influence factors on
supply chains make-or-buy

decisions in crisis

response operations
A

Influence factors on make-or-buy

Theory outsourcing decisions with regard to outsourcing

A 4

in regular supply logistics during the sustainment phase of

chains

\ 4 crisis response supply chains

Case study

Theory crisis

response supply
chains &

outsourcing

(a) (b) ()

Figure 2: Research model
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(a) Studying, comparing and analyzing the availdibdeature on supply chains,
outsourcing and supply chains in crisis responssraions results in an overview of
influence factors on make-or-buy decisions withaefto logistics in crisis response
supply chains (b) These factors will be put to thst by conducting a case-study of supply
chains in crisis response operations (c) The deainfluence factors can be determined

by analyzing the results of the confrontation betwditerature and reality.

1.4.Research question
The research objective will be achieved by answgthe research question. This question
can be derived from the research model, 8&gure 2 In this research the following

central questions needs to be answered,;

1. What are the influence factors on make-or-buy deacis with regard to outsourcing
logistics during the sustainment phase of crisispense supply chains?
2. How do these influence factors affect these makbtgrdecisions?

It is important to note that only the specific in#nce factors for crisis response operations
will be discussed. The general influence factorsyaake-or-buy decisions will be

identified in the theoretical chapter, but will nle¢ part of the empirical research.

1.5. Structure

This research starts with a theoretical chapteaptér 2, which analyses relevant literature
and results in a set of propositions. The reseanethodology will be further explained in
chapter 3. Chapter 4 presents the research remultsit the end of this research, in chapter

5, the conclusions will be presented.
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2. Theory
This chapter reviews supply chain and outsourcitegature and will be the basis for
answering the research question from a theoregioaldt of view. The first paragraph is a
reflection on regular supply chain management asdalation with outsourcing. The
second paragraph discusses outsourcing theory ereked important factors in the
outsourcing decision-making process in a regulaiess environment. Finally, the scope
of this chapter will be transferred from a regularsiness environment to supply chain
management and outsourcing in conflict zones. Tihvedd this chapter is to present an
overview of factors, the propositions, that infleernthe make-or-buy decision regarding

logistics in conflict zones, which will be presedta the last paragraph.

2.1. Supply chains in regular business environments

For many years, supply chains have been considesesimple channels of distribution.
From this perspective, the focus of channel managgwas on making each firm in the
distribution channel more efficient and productiwich is known as sub-optimization
(Lancioni, 2000; Ploos van Amstel & Goor, 2002). Wihe rising of the supply chain
management concept, the focus changed from anatretional vision to a concept of
direct, extended coordination of operations actbssentire supply process. The key is the
integration of operations of both internal and ertd suppliers (Schary & Skjott-Larsen,
2001). Mentzer et al. (2001) presented an ovenaéwall the varieties of definitions of
supply chain management. In this research the defmof Cooper et al. (1997), which is

simple and robust, will be used:

“Supply chain management is the integration of Imesis processes from end user through
original suppliers that provides products, servigesd information that add value for

customers.”

All participants have to acknowledge and strive tioe common objectives of the entire
supply chain; serving customer needs instead ofisty for optimization of the firm’s
own operations only (Ploos van Amstel & Goor, 2002)

Mentzer et al. (2001) used a model, $egure 3 to illustrate a supply chain and all its

components. This regular business supply chainbegpictured as a pipeline with
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different supply chain flows (products, servicegprmation, etc.). The traditional
business functions (marketing, sales, researchnfie, etc.) manage these flows from the
supplier’'s supplier through the customer’s custotoerltimately provide value and

satisfy the customer. The figure also shows th#aaai role of customer value and
satisfaction to achieve competitive advantage amditability for the individual

companies in the supply chain, and the supply clagia whole. Another important factor
is the global environment, which influences theastgic decision-making process and the
structure of the supply chain (Mentzer et al., 2001

. Suppl
The Supply Chain Cle?ny
The Global Environment Flows
Inter-Corporate Coordination

(Functional Shifting, Third-Party Providers, Relationship Management, Supply Chain Structures) < Prod }

roducts

Marketing
Inter- Sales ‘ Services } c
Functional Research and Development ustomer
Coordinati o> Satisfaction/
T00r ination Forecasting {lnformation. Value/Profitability/
( rust,‘ Production Competitive
Commitment, - Advantage
Risk, Purchasing Financial
Dependence, Logistics { Resources
Behaviors) p
Information Systems
Finance { Demand
Customer Service
Forecasts .

Supplier’s Supplier €% Supplier €% Focal Firm €9 Customer € Customer’s Customer

Figure 3: The supply chain in regular business (Mentzer g2901)

There are many reasons for the popularity of tlwaaept, which may be traced to trends
in global sourcing: an emphasis on time and qudbi&ged competition, and the greater
environmental uncertainty. Customers demand thadypcts are delivered faster, exactly
on time, and with no damage. Each of these makseslooordination with suppliers and
distributors necessary. This global orientation arateased performance-based
competition, combined with rapidly changing techomy and economic conditions, all
contribute to marketplace uncertainty. This undetiarequires greater flexibility in the
supply chain, which in turn demands greater fleipin supply chain relationships
(Mentzer et al., 2001).

Turbulent and volatile markets are becoming theamas life-cycles shorten and global
economic and competitive forces create additiomadautainty. To be reliable in an
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uncertain and changing environment, firms mustlble o quickly respond to changes.
The ability to do this in a useful time frame islieal agility. Agility is needed in less
predictable environments where demand is volatile #he requirement for variety is high
(Christopher, 2000; Christopher & Peck, 2004; Prateal., 2001).

2.1.1. Outsourcing

Outsourcing has received a lot of attention in vas streams of literature. Examples of
these streams are transaction cost analysis, Hwiree based view, strategic management
and evolutionary economics. Furthermore, it carideend in literature on ICT, human
resource management, operations research, accguamtdlogistics (Canez et al., 2000;

de Boer et al., 2006). Outsourcing can be defined@quiring services from external
service providers (Grover et al., 1994). For orgaions the potential number of
outsourcing decisions is enormous. Besides cospaoiitability considerations, sourcing
decisions also involve consideration of strategyiess, detailed financial evaluation,
efficiency and risk dimensions relating to suppligrality, lead times and delivery
reliability. When all of these factors are takemdraccount, a sourcing decision can be
highly complex, one that impacts on profitabilitpvestment decisions and competitive
position. A wrong decision can lead to higher protion costs, misuse of resources and
lost opportunities, customers and market sharegl€6a% Drury, 2001).

In some articles, the terms outsourcing and makbwgrare used as synonyms, which
may lead to misinterpretations. Therefore, it i®ded to clarify the relationship between
both terms. In general, the following steps in thesourcing process can be distinguished,
seeFigure 4.This research is only focusing on the make-or-buoglysis, which is one

part of the outsourcing process.

Trigger: Make-or- Supplier Implement J
Consider —> buy analysis — selection — & Manage

outsourcing

Buy

Figure 4: The outsourcing process
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From the literature review, two main streams ofdhecan be identified. The first stream
aims at answering the make-or-buy question fronost @iewpoint. The second stream
approaches make-or-buy from a strategic perspedisknowledging other factors in
addition to costs (Canez et al., 2000).

The conceptual basis for outsourcing is Williamso(L975) theory of transaction cost
analysis. Transaction cost analysis combines ecantimaory with management theory to
determine the best type of relationship a firm sldadevelop in a marketplace. The idea of
transaction cost analysis is that the propertiea thnsaction determine which
governance structure should be used; market, labyaor alliance. Transactions are
characterized by asset specificity, uncertainty aduency. For example, if asset
specificity and uncertainty are low, and transaasi@re relatively frequent, transactions
will be governed by markets. High asset specifiegihd uncertainty lead to transactional
difficulties resulting in transactions held withihe firm, in other words vertical

integration (Mclvor, 2000).

Cost analysis of the outsourcing decision involagempting to measure all the important
costs associated with the two alternatives: perforfhouse or outsource. Mc Ivor (2000)
states that many authors tried and failed to desigost calculation which is able to
produce a clear marginal decision in either directiThe problem with sourcing decisions
primarily based on costs is increased by the inad#g costing systems that many
companies have.

The second stream of research has emphasized ¢ieto@dopt a more strategic focus. A
term that is frequently used in recent literaturestrategic sourcing is ‘core competence’
(Prahalad & Hamel, 1990; Quinn & Hilmer, 1994; Si&d_angley, 1997). These
researchers argue that core competences shouldrfemed internally and non-core
activities should be outsourced. While there arenynaays to define core competence,
Prahalad & Hamel (1990) suggest at least threestéstore competency should provide
potential access to a wide variety of markets, malsggnificant contribution to perceived
customer benefits and be difficult for competittosmitate. According to Fill & Visser
(2000), a more focused organization is imperatimedompetitive success. Companies
that continue to make sourcing decisions solelyeblasn cost will not survive. Thus, by

combining strategic aspects with cost analysisaaizations are better positioned to make
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outsourcing decisions that bring them closer tartleger term goals (Fill & Visser,
2000).

Several meta-studies (Canez et al., 2000; de Boal,2006; Fill & Visser, 2000;
Mclvor, 2000; Tayles & Drury, 2001) tried to predebased on a literature review, a
complete model which is able to support the makdxay decision. In this research, an
overview of most complete models will be presentsEbAnnex A

Most models, except the one from de Boer et alO@Masically consist of a limited
number of steps. Common aspects, although not sadgsappearing in similar steps
and/or in all models are:

1. Core competences and strategy

2. Cost analysis

3. Analysis of external environment (suppliers and petitors)

2.1.2. Outsourcing logistics

In recent years, much has been written about outsog logistics activities. Various

terms have been introduced to describe the outsogighenomenon, such as third-party

logistics and logistic alliances (Berglund et &000). However, there is not much

literature on the make-or-buy decision regardingj$tics. Most of the research focuses on
supplier selection, dynamics in partnerships, impmatation and buyer-supplier
relationships. Only a few articles discuss thetfasd most crucial step, the make-or-buy
decision itself.

Developments in business logistics increased tlegl er outsourcing (Razzaque &

Sheng, 1998; Sink & Langley, 1997). In general tbikowing developments can be

identified:

1. Globalization of business: the continuing growthginbal markets and foreign
sourcing has placed increasing demand on the liegifiinction. Consequently, this has
led to more complex supply chains. Lack of spedidimwledge of customs and
infrastructure of destination countries forces f&rto acquire the expertise of third-
party logistics providers.

2. Just-In-Time (JIT): the complexities and costs peeating in a JIT environment are
prompting many of its potential adopters to suppéerntheir own resources and

expertise by using sources outside their corpostigcture.
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3. Emerging technology: developing and implementing/nechnologies in-house is time
consuming and expensive.

4. Versatility of third-parties: third-parties providigms with improvements in flexibility,
control, technology, and location and turning fixembts into variable costs.

Several studies on outsourcing logistics suggestraber of driving forces that encourage
firms to outsource logistics functions, but theg@lwarn for obstacles and problems that
might occur (Bagchi & Virum, 1998; Berglund et a@000; Rabinovich et al., 1999;
Razzaque & Sheng, 1998; Sink & Langley, 1997). Nextoverview of the benefits and

concerns with regard to outsourcing logistics Wi presented, sé@@able 1,

Benefits of outsourcing logistics Concerns about outsourcing
1. Allows companies to focus on core competences. 1. Loss of control
2. Improves competitive position by: 2. Lacking advanced IT for linking

all the participants
a. Improving strategic flexibility in adapting markehanges

3. Failure to select or manage

b. Improving customer service quality (specific exjgtand experience) providers properly

¢ Improving on-time delivery 4. Lack of understanding the

o buyer’s business goals
d. Reducing (inventory)costs

. o . - . 5. Difficulty of changing provider
e. Reducing capital investments in facilities, IT, gguent and manpower

. . . 6. Poor performance
f.  Higher customer satisfaction

7. Inadequate knowledge
g. Adding measurable value to products q g

T . 8. Over-dependence on single
h. Assisting in opening new markets )
provider

i. Providing dedicated resources

j-  Enabling to offer an extended product/service range

3. Management is able to focus on strategic planningnagement issues and
on their core business competency, rather tharogistics.

Table 1:Benefits and concerns with regard to outsourcirgidtics(Bagchi & Virum, 1998;
Berglund et al., 2000; Rabinovich et al., 1999; Ragque & Sheng, 1998; Sink & Langley, 1997)

After reviewing the relevant literature, it can beentioned that influence factors on

outsourcing in general and logistics outsourcing guite similar. However, there seems
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to be a difference in approach between the firgt e last one. The stream of logistics
outsourcing underlines the need for selection oatand relationship management. The
stream of general outsourcing more strongly empeasihe strategic aspects of
outsourcing and takes into account costs and tteznal and external environment. This
approach is more focused on the make-or-buy detigself and identifies more concrete
influence factors.

Combining the influence factors of the two reseastiieams has resulted in the following
model, sed-igure 5.

Triggers: Make-or-buy? Make
¢ Cost > <

reduction Buy
¢ Improve

competetive . .

position Core competen_ces & Cost analysis: Extern_al &internal

strategy analysis: analysis:

* Increase

agility . Perform
« skl « Core 90mpetency |nternal|¥ VS. . Ben.chn.h.ark .

shortage * Supplier-Buyer outsourcing * Availability suppliers
. Lack of dependenc_y_ _ . Inve§tment * Availability of internal

capachy » Market positioning requirements resources
. ¢ Industry analysis

""" « Political/Legal/economi

cal andsocial influence

s $ s

Figure 5: Factors influencing the make-or-buy decision with
regard to logistics outsourcing in regular supphams

It is important to note that the three analysesiafieiencing each other during the

decision making process.

2.2. Supply chain management and outsourcing during Crigs Response Operations
(CROs) in conflict zones

As the nature of conflicts is becoming increasinggymmetrical, a trend can be observed
in which logistics acquires a more and more cenpadition as a means to react
responsively everywhere, in any circumstance (Kslat al., 2004). In asymmetric

conflicts the enemy’s tactics are based on ‘beingredictable’. Therefore, logistics
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support should focus on agile networks, which cehsf permanent or ad hoc
collaboration (Vermunt & Thoolen, 2004).

It is important to define the term Crisis Respoi@3eerations:

‘Operations aiming at controlling, preventing orsgicting a crisis’ (Doctrinecommissie
Koninklijke Landmacht, 1996)

Thereby, a crisis is considered as:

‘A crisis arises when there is a turning point ind relation of a state with another
(inter)national actor, somewhere in the continuuen peace to war.’

(Doctrinecommissie Koninklijke Landmacht, 1996)

The term CROs is allied with the well known termd®e Operations. In case of peace
operations the military aspect is often underlin€his research is also focused on civilian
organizations working in crisis response areas réfoee, the more neutral term CROs
instead of Peace Operations is chosen.

CROs consist of a number of phases with differdrdracteristics. This research focuses
on the phase that follows after the immediate reseo the so called sustainment phase.
This phase has more similarities with a regularibess environment than the initial

deployment phase. The following stages in CROslmadetermined, sdéigure 6.

Deployment (+/- 3 months) Sustainment Redployment (+/- 3 months)

Research focus

Figure 6: CRO stages (Doctrinecommissie Koninklijke Landmaai®99)
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In these kind of operations there are a lot of @iffnt actors performing their activities.

The following supply chain actors in CROs can bstisiguished, seEigure 7.

Contractors: foreign
private logistic

Foreign military

Crisis
Response
Operations

NGO'’s: Aid organizations

Foreign government

Local private logistic organizations

Figure 7: Logistic actors in CROs (Kovacs & Spens, 2007)

All these actors have the ability to collaborataiweach other, but in this research the
collaboration between government, military and NGte so called Civil Military
Cooperation (CIMIC), which is focused on collabaositto increase the effect of the
strategic operation, will be outside the reseambpg. This research primarily focuses on
the logistic collaboration between the military, G and (local) private companies.

The business environment influences the way ofimsing a business. For example, a
company working in a stable environment with a pcéable homogeneous demand will
probably choose for standardization instead of @unstation. The business positioning of
organizations working under crisis response cirdamses, mostly government and
NGOs, is both similar to and different from regulausiness. The main similarity is that
they both want to focus on an optimal business fiasing to maximize the ratio between
effectiveness and efficiency. However, in CROs effifieeness has priority over efficiency
if a disruption takes place. In case of such disimm the optimal business positioning will
no longer be leading (Vermunt & Thoolen, 2004).

Especially the presence of military forces bringsanother discussion. In recent years,
there has been an ongoing debate about the legadtinical aspects of hiring Private
Military Companies (PMCs) in conflict zones. PMQgaommercial organizations trying

to make profit where governments and NGOs are gymprovide aid to the region.
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These companies provide a wide range of serviges) fully armed battalions to
maintenance and catering services. If personn@IMCs participates in military
operations, it seems that a new era of mercendegglops. What is going to happen if
they get involved in war crime? Which law is goitgjudge them?

It is acknowledged that there is a difference bedwairing ‘fighting services’ and
logistics services. The Dutch government providedhs legal guidelines for hiring PMC
services, which are sufficient to close the accability gap (AlV, 2007).

When comparing regular supply chains with supplgiols in CROs, there are some
significant differences. Supply chains in CROs @naracterized by:

Long supply chains

High demand uncertainty

Need for agility

High chance of disruptions

Changing security situation

Third-country standards (demand and supply)

N o g M wDdhdPRE

Lacking infrastructure

(Christopher & Peck, 2004; Cottam et al., 2004, ldos & Spens, 2007; Oloruntoba &
Gray, 2006; Pettit & Beresford, 2005; Prater et 2001; Sheffi, 2001; van Wassenhove,
2006; Vermunt & Thoolen, 2004)

Besides these main factors, there are some chaistote which are only mentioned in a

specific study;Table 2gives an overview.
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Authors Supply chain characteristics of CROs

Vermunt & Thoolen (2004) « Effectiveness vs. Efficiency

Petit & Breresford (2005) « Political conditions
« Topography/physical conditions

« Presence of military

Kovacs & Spens (2007) « Time delays may result in loss of lives

« Suppliers availability is limited

¢ Lack of control due to emergency situation

« Insufficient investments in technology and commuaticns

« Shortage of logistics experts

Sheffi (2001) * Managing public-private relationships

« Difficulties sharing military information

Van Wassenhove (2006) ¢ Need for robust equipment

« High staff turnover

« Different political agendas, ideologies and religgdoeliefs
¢ Role of media

¢ Lack of performance management as a result of aieseh
market performance indicators (e.g. price and pyofi

Christopher & Peck (2004) « High supply chain exposure

Adviesraad International Vraagstukken (2007) ¢ Ethical and legal aspects when collaborating wilh@s

Table 2:Crisis response supply chain characteristics

Due to analyzing and comparing the literature ogutar supply chains with supply chains

in CRO, a robust theoretical basis for determingngpositions is created.

2.3. Propositions

To answer the research question in a case-studpgsitions need to be defined. These
propositions prevent the researcher from collectoggmuch information and give
boundaries and direction for further research. Exploratory research formulates
propositions by identifying the influence factorstdrmined from literature (Yin, 1990).
Some of the differences in characteristics betwegular supply chains and CRO supply

chains might have an influence on the make-or-begision. These characteristics are the
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basis for this case-study. It is important to keepnind that there is a possibility that there
are influence factors that are still unidentified.

The characteristics that might have an influendedafthe outcomes of all three analyses:
strategy, cost and external and internal (Segire 5. For this research it is important to
describe the influence factors which are uniquerisis response supply chains. This
means that the general influence factors will netrbsearched.

The degree of logistics outsourcing is the depemngariable. This variable depends on
the influence factors, which are the independemialdes.

The propositions that are formulated are solelydobsn plausible causal relations derived

from theory:

Strategy analysis:

« Demand uncertainty

CRO supply chains are characterized by an unpralietddemand for goods and services
(Christopher & Peck, 2004; Cottam et al., 2004, ldos & Spens, 2007; Oloruntoba &
Gray, 2006; Pettit & Beresford, 2005; Prater et 2001; Sheffi, 2001; van Wassenhove,
2006; Vermunt & Thoolen, 2004). Therefore, crisgsponse supply chains should focus
on agile networks, which consist of permanent ohad collaboration (Vermunt &
Thoolen, 2004). This suggests that high demand taicgy has a positive effect on

logistics outsourcing.

P1: Demand uncertainty has a positive effect oristigs outsourcing in CROs.

* The length of supply chains:

The process of globalization results in long supghgains through different countries
which forces firms to acquire expertise of thirdeydogistics providers (Razzaque &
Sheng, 1998; Sink & Langley, 1997). CRO supply cisa@re characterized as long supply
chains (Christopher & Peck, 2004; Cottam et alQ£20Kovacs & Spens, 2007;
Oloruntoba & Gray, 2006; Pettit & Beresford, 200rater et al., 2001; Sheffi, 2001; van
Wassenhove, 2006; Vermunt & Thoolen, 2004). Thiicates that the length of supply

chains has a positive effect on logistics outsmgc
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P2: The length of a supply chain has a positiveefion logistics outsourcing in CROs.

* Need for aqility

As Prater et al. (2001) mentioned, outsourcing wahtribute to the agility of a supply
chain. The need for agility in CRO supply chainsh{@topher & Peck, 2004; Cottam et
al., 2004; Kovacs & Spens, 2007; Oloruntoba & Gr2§06; Pettit & Beresford, 2005;
Prater et al., 2001; Sheffi, 2001; van Wassenh@@86; Vermunt & Thoolen, 2004)

suggest a positive effect on logistics outsourcing.

P3: Need for agility has a positive effect on ldis outsourcing in CROs.

* Availability of logistic service providers:

The limited availability of suppliers in conflictanes influences outsourcing logistics
(Kovacs & Spens, 2007). If an organization knowattproper suppliers are scarce, it will
concentrate more on current operations insteadioking about make-or-buy options. In
worst case scenario, when there are no supplieagadble outsourcing is simply not an
option. This suggests that the availability of st service providers has a positive effect

on logistics outsourcing.

P4: The availability of logistic service providehas a positive effect on logistics

outsourcing in CROs.

+ Controversy about ethical and legal aspects ofatmitation:

Collaborating with questionable PMCs might haveegative effect on the image of an
organization. Depending on its position in societyyompany might have a vision on
collaborating with PMCs. If a company wants to auisce logistics to a PMC, full

attention should be paid to the legal aspects (AV07). Besides this, there is a

possibility that the local suppliers have differéabour standards compared to the western

standards. These unique aspects might have a desgiog effect on logistics outsourcing.

P5: Controversy about ethical and legal aspectsafaboration has a negative effect on

logistics outsourcing in CROs.
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Cost analysis:

+ Efficiency vs. Effectiveness

Companies are encouraged to outsource logisticswbsts of performing in-house are
higher than logistics outsourcing (Canez et alQ@0de Boer et al., 2006; Fill & Visser,
2000; Mclvor, 2000; Tayles & Drury, 2001).

P6a: Costs of performing in-house has a positiffe@ on logistics outsourcing.

In case of a disruption in supply chain activiti€RO effectiveness has priority over
efficiency and as a result business positioninglfvai focus on costs) will no longer be
leading (Vermunt & Thoolen, 2004). This implies tha emergency situations costs are
less important compared to normal situations. Thpartance of effectiveness is also
demonstrated by the need for agility. Agility shdulot be confused with leanness, which
implies doing more with less. Agility seeks for thiiimate construction of a supply chain
to be flexible, fast and cheap. Sometimes it isdezkto prioritize effectiveness above
efficiency to fulfill customer demands (Christoph26000). This implies that the
importance of supply chains’ effectiveness has gatiee moderating effect on the

relation between costs of performing in-house amgidtics outsourcing.

P6b: The importance of supply chain effectivenessdnegative moderating effect on the
relation between costs of performing in-house avgidtics outsourcing.

External/Internal analysis:
» Presence of military
According to Pettit & Beresford (2005) and Shef2001) cooperating with the military

during CROs is important for success. However, stimes cooperating with the military
is not an option. It might be possible that a naiti force is strongly present and trying to
create a stable and safe environment with all @avy military means. In this case, it is
impossible for a company to deploy its activitidscompany will get no access to the
region and information sharing is very difficulttiie level of military peace enforcement
is high (Sheffi, 2001). This suggests that the lesfemilitary peace enforcement has a

negative effect on logistics outsourcing.
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P7: The level of military peace enforcement hasgative effect on logistics outsourcing
in CROs.

A conceptual model of the propositions is showririgure 8.

Demand uncertainty (P1) >
Length of supply chain (P2) —+>
Need for agility (P3) Lty

Availability of logistic service providers (P4) ——
Logistics outsourcing

Controversy about ethical & legal aspects (P)}———p

Costs of performing in-house (P6a)

Importance of supply chain effectiveness (P6l)

Level of military peace enforcement(P7) |~ 3

Figure 8: Conceptual model of propositions
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3. Methodology

This chapter reviews the research methodology fetrategy to analyzing the evidence.

3.1.Research strategy

This research is trying to approach logistics outsetng in CROs from a supply chain
management point of view. This is one of the fiastempts to clarify this blind spot in
management science. Therefore, this research cahdracterized as an exploratory
research. The goal of this exploratory researdi develop pertinent propositions to
develop further inquiry. Research aimed at develgmropositions is a justifiable
rationale for conducting an exploratory study. Tresearch requires no control of
behavioral events and focuses on contemporary svéctording to Yin (1990), these

two factors plead for the use of a case-study.

3.2.Research design

Despite the small number of accessible casesydsisarch will be a multiple case-study.
Due to the explorative character three cases deetsel which are different kind of
organizations all working in CROs. This enableseil#l replication. After analyzing the
three cases independently the results of the caklse compared with each other, which
is the so called *hierarchical’ method (Verschu&iDoorewaard, 2000).

3.3. Quality of research design

The quality of a research design depends on itstrant validity, internal validity,
external validity and reliability. To increase thenstruct validity of this research multiple
sources of evidence are used. The use of multiplees enables triangulation. Besides
the triangulation it is important to create a chairevidence, which increases the
construct validity and reliability. The chain of ielence is achieved by archiving the
evidence and clarifying the linkages between the=egch question, the propositions, the
interview protocol, the results and finally the abmsions. This enables an external
observer to follow the derivation of any evidencerh initial research questions to
ultimate case study conclusions. Another measuned@ase construct validity is by
letting the informants review the draft case studpgort. This review is done by the

informants, which enhance the accuracy of the chsdy.
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There are several analytic tactics to prevent aaesher for making incorrect inferences.
The use of these tactics contributes to the intevahdity. This research uses data
matrices of Hutjes & van Buuren (1992) which suppbe researcher during analyzing
the causal relations.

Furthermore, it is important that the research itsstan be generalized to other cases. The
goal is to expand and generalize theories andmenumerate frequencies, this is called
analytic generalization. The results can be gemszdlto all organizations operating in
CROs. By doing a multiple case-study the exterraidity will increase.

The goal of reliability is to minimize errors andases in the study. The procedure of the
case-study will be described to reach this goakiBes this, all evidence will be archived
in a case study database. This ultimately enabtegualitor to perform a reliability check
(Yin, 1990).

3.4.Units of analysis

The different organizations operating in CROs dre ¢ases (units of analysis). The nature
of the chosen cases is the most important selectiberion. By selecting a profit,
governmental and a non-profitable aid organizaafimctors in conflict zones are part of
this research. Within each case, one unit of datkection (key informant) is selected. The
informants are crisis response logistic expertskivay within the senior management of

the organizations. This results in the followingeoview, sed-igure 9.

Cases: Key informants:
Profit: Supreme Global Service Solutions Operations controller: Mr. Beck
Governmental: Dutch armed forces Director material sustainment: Col. Fievez
Non-profitable aid: Cordaid Financial officer: Mr. Van der Werf

Figure 9: Case-study structure

30



Other selection criteria of the cases are:

» Geographical:

The organizations should be operating in confliahes.

» Outsourcing logistics:

The organizations should have made a make-or-bais with regard to logistics.

* Recent:

Despite the small number of accessible casesjmrtant to select recent cases. Recent

data are more reliable and relevant than infornmafrom a decade ago.

3.5. Collecting evidence

In general, there are six different sources of evick: documentation, archival records,
interviews, direct-observation, participant-obseimaand physical artifacts (Yin, 1990).
The use of observation and physical artifacts is tkesearch is not an option. These
sources are mainly used in psychology and/or apbliagy. The units of data collection

in this research might have interesting documeatatir archival records that can be used
in the case-study. But, the most important sourfcevidence are the interviews. The
results of these different sources are combineatctaeve triangulation.

The interviews are of a semi-structured nature ¢iimgy of mostly open questions that are
derived from the theoretical propositions, gemex B According to Yin (1990) there are
three forms of interviews: open-ended, focused famchal surveys. In this research the
focused interview is chosen. In this way the respemts are considered as key-informants,
which is often critical for success of a case-studgpwever, to ensure that in the different
interviews the same information will be asked sinecessary to follow a certain set of
qguestions. In this way the benefits of the openazhohterview and the formal survey are
combined.

Interviews are held in Dutch with senior managersovare/were involved in the
outsourcing decision making process during a crsgponse operation. The interviews
were recorded and placed in a case study text da&@br his database is an archive which
contains all the collected data (interviews anduloents) and is accessible on request.
This case study database ensures the chain ofesgdend contributes to the reliability.
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3.6. Analyzing case-study evidence

After collecting the data it is important to knovow the data is analyzed. This research
follows the strategy of relying on theoretical pagitions. This helps to focus attention on
certain data and to ignore other. The results efititerviews will be analyzed and
compared with the theoretical propositions (Yin909.

The way of analyzing qualitative data is importéort the reliability of the research
results. After the raw data is collected the casdkbe categorized by topic and source.
These topics are based on the propositions thag Weemulated. With the results of this
first step it is possible to create a data matrex pase. This matrix provides a systematic
overview of concentrated data per unit of dataedtion in relation to the topics.
Analyzing all cases in the same structured way nsakeasier to compare the results
afterwards. In this process of analyzing it is innamt to work in a structured way to the

essence (Hutjes & van Buuren, 1992).
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4. Results
This chapter reviews the results of the analyzed @ad is essential for drawing
conclusions in the next section. The structure reigenting the results is determined by the
categorization of the propositions. In some parpgsaguotes from the informants are

used to enhance transparency. The author trandla¢sé quotes from Dutch into English.

4.1.General
To understand the results of the interviews itgbrtant to know in which context the

companies are working and what their philosophwith regard to outsourcing logistics.

s
Cordaid )

This NGO provides humanitarian aid all over the gdan 40 different countries. Two
hundred and eighty employees work at the headqrsainel he Hague. The Cordaid
organization is structured around the programméer& are four programme sectors: (1)
participation, (2) emergency aid and reconstruct{@y health and well-being and (4)
entrepreneurship. The programme sectors have rabieams. Besides regional teams the
sector emergency aid and reconstruction has a feaimmediate emergencies. Thus,
Cordaid focuses on healthcare, sheltering, foodisgcand stimulating local economies.
There are multiple aid organizations working ingthiumanitarian aid market. The aid
providing organizations consider each other as iptspartners instead of competitors.
However, every organization tries to raise as mfustds as possible. Cordaid has local
partners all over the world who execute the aidrapiens under supervision of Cordaid.
These local partners make use of products and ses\rom the local markets as much as
possible. Due to the importance of stimulating loeeonomies, Cordaid prefers to
outsource activities locally. However, it seemsyiit@ble to outsource logistics to a
western company. Therefore, Cordaid has a primeleenontract with a logistics service
supplier which provides all types of goods and sezs.

The supply chains which are managed by Cordaidhaanly intra-continental. Global
supply chains arise when the logistics service mevdelivers goods. These supply
chains distribute different kinds of goods, for exale: food packages, medicines,

vehicles, tents, etcetera.
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http://www.cordaid.nl/index.aspx
http://www.cordaidpartners.com/rooms/participation
http://www.cordaid.nl/English/About_Cordaid/%20http:/www.cordaidpartners.com/rooms/emergency-aid-and-reconstruction
http://www.cordaidpartners.com/rooms/health-and-wellbeing
http://www.cordaidpartners.com/rooms/entrepreneurship

SUPREM

Supreme provides goods and services in demandivigegrments for governments, the
United Nations or other compani@heir range of services has expanded to more than
just the supply of food, they also engage in comapply chain management and
logistics services. These services involve catenatiil services, fuel supply, camp
building construction, commercial restaurant suppignsport logistics and technical
support. Supreme has 4000 employees working alt theeworld. Its core competence is
developing and operating customized supply chardeimanding areas, for example:
Afghanistan, Nigeria and Sudan. In the near fut@apreme wants to become competitive
in supplying oil and mining facilities all over theorld. In contrast with Cordaid and the
Dutch Armed Forces, Supreme creates value as atlogiservice provider for other
companies. In this market, there are approximdigly serious competitors. The
competition between these organizations is fieBigreme protects its market leader
position by delivering high service levels at lowsts. The global supply chains are
designed and operating within 60 days. A wide raafjproducts are distributed, for
example meat from Argentina, fuel from Kuwait, tkecfrom Germany and rice from
Japan. All supply chains are managed from headqtsim Dubai.

The organization is strongly cost driven and be#ign its own operational excellence.
Because of this belief, Supreme prefers to perfaagtivities in-house. However, also in

this case it seems inevitable to outsource somisiiog activities, mainly transport.

Defensie /

This governmental organization provides peace aabilgy all over the world. With
68.108 employees, the ministry is one of the latgesployers in the Netherlands. The
ministry is organized in several business unitsnagement staff, defense service centre,
defense material organization, royal navy, royadlitawy police, royal air force and the
royal army. The organizational goals are strongiffienced by the Dutch political
agenda. The structure of the supply chain stroniglgends on the character of the CRO.
At this moment, they mainly operate in Afghanistdime military supply chain is
managed from The Hague (strategic) and Tarin Kdatt{cal and operational). The

Dutch Armed Forces have their own logistics miltamits with means and personnel.
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The organization is willing to outsource logistiéperformance increases or costs

decrease (Secretaris Generaal, 2008). In Afghamisiztivities like transport, catering and

facility services are outsourced to logistics seevproviders. The Dutch Armed Forces

gave two documents which are used as a sourceidéree in this research:

1. Defensiebeleid over zelfdoen, uitbesteden en saraggem (sourcingbeleid),
aanwijzing SG A/938 (2008).

2. Civiele diensverleners in operatiegebieden, autBotonel G.L. de Gooijer (2008)

4.2.Demand uncertainty (P1)

The theory in chapter 2 presumes that demand uaicgéythas a positive effect on

logistics outsourcing. All informants speak of andynic market in which they operate.
These dynamics result in a high demand uncertalntgase of Supreme, demand
uncertainty is a result of getting insufficient oxfnation about customer needs. For
example?10.000 extra mouths per week to feed is a bigetiince for us. Everybody can
read the paper and is informed about the extra peahat are coming in the near future.

In that stadium Supreme still hasn’'t heard anythfngm our customers. So, do we have to
purchase more ingredients and transport capacity® 8@ not. Ultimately we get informed
too late. But, the extra troops have to eat. Instbase we had to fly in all the stocks. In
these situations we face an unpredictable demand”.

The demand uncertainty may cause capacity shoktdugeh forces companies to
outsource. All informants confirm that demand uriaetty has a positive effect on

logistics outsourcing. For example, Cordai@€gtause of the unsteady demand we decided
to close our own logistics branch and started co@timg with a logistics service

provider”.

4.3. Length of supply chain (P2)

The theory in chapter 2 presumes that the lengtthefsupply chain has a positive effect
on logistics outsourcing. Supreme and the Dutch @drirorces manage global supply
chains from different single suppliers to end uSédrese supply chains make use of
different transport modalities and cross more tbae continent. Cordaid manages mostly
short supply chains and some long supply chainsohding to Razzaque & Sheng (1998)
and Sink & Langley (1997) globalization resultslong supply chains through different
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countries which forces firms to acquire experti$¢hard-party logistics providers. All
informants explain that globalization made the wiamaller in which the length of
supply chains has no significant influence on ltigs outsourcing. For example a quote
from Supreme’l don’t think the length of the supply chain maitsg for us the security
situation is what counts"The Dutch Armed Forces clarify that the availatyilof
infrastructure might have an influence. In casé@&dhanistan and African countries,
which are land locked and do no not have a seapletdependence on hiring aircrafts

increases.

4.4.Need for agility (P3)

Speed and flexibility in the supply chain are inidle for the three companies to fulfill
customer needs. Supreme has built a global netwbgossible partners which improves
agility of the supply chain. In most cases Supras)elue to the financial situation, able to
adjust the supply chain quickly. Cordaid has itsopartners all over the world. These
local Cordaid offices consist of primarily local ggle who make use of, in general,
slower, local markets. In case of an emergency n€eddaid tends to make use of their
logistics service provider. According to the Dutdhmed Forces, a network of logistics
service providers enhances agility. But, in an egeacy situation, outsourcing to a new
partner, which is not part of the network, is not@ption. This is a result of slow
mandatory governmental tender processes. Suprewidlirgy to outsource if there is no
other option available. For example, Suprefiiiewe have to do it, we have to do it. And
are we willing to outsource some activities. Fomexple, when we have a shortage in
some kind of specialized personnel. First we wdndo recruit a specialist instead of
outsourcing the service'ln all cases, outsourcing logistics does not seéefne necessary
for being agile. However, when agility is reallyeded all organizations tend to outsource

logistics services more.

4.5. Availability of logistic service providers (P4)

According to Kovacs & Spens (2007), limited availél of suppliers in conflict zones
influences outsourcing logistics. In Afghanistame humber of logistics service providers
is high. However, Supreme and Cordaid state thattailability ofreliable suppliers in
these regions is very limited. Especially in Soédghanistan the level of violence and
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attacks increases during the summer and autumthelse high risk periods, some
suppliers seem to be unreliable and refuse to delieir service. Supreme has a lot of
experience with the local transport companies ighfenistan and learnt it the hard way.
After making several wrong choices in selectingtpars, they know which companies are
reliable and which are not. At this moment they bavservice contract with two of these
local companies. Because of the risk of losing pargel and trucks, these reliable service
providers are more expensive. Supreme considezmaltives, for examplewhen there
are less proper suppliers available, we will st&awbking for other options, making use of
airplanes for example”’Cordaid will contact their logistics service pror when there

are no reliable local partners available. Relidpiis also for the Dutch Armed Forces very
important. But, they state that a high number afi&tics service providers makes it easier
to consider outsourcing, for examplavlien company A seems to be unreliable, there
might be an alternative, company B or CThe danger of a small number of logistics
service providers is dependency. When delivery dpe@eeded and dependency
increases, the influence of the Dutch Armed Fottceisegotiate reasonable prices
decreases. In case of a small number of logisiesise providers, accurate contracting is
required (de Gooijer, 2008).

4.6. Controversy about ethical and legal aspects (P5)

The organizations cope differently with the conteosy about ethical and legal aspects.
All cases acknowledge the presence of the contsyand confirm its importance.
Cordaid formulates criteria regarding to e.g. chdtour, to which partners have to
comply. In this way they try to prevent collaboragiwith controversial logistics service
providers. Cordaid will not outsource when potehliagistics service providers are not
able to comply to these criteria. Supreme has ta déth non-western labour conditions
and above all the exposure of personnel to dangewmrking environments. These topics
result in ethically and politically sensitive dilenmas. Supreme prevents these dilemmas as
much as possible in the same way as Cordaid, msparent contracting. This kind of
measure does not fully prevent unwanted workingdsons, for example*We demand

in our contracts that the identity of every drivierindisputable and that driving licenses
are valid. We are not checking every driver. Oklayt what is the alternative? That one is

going to cost money. We can use our airplanesytarfigoods. In that case we have to
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change the runways from sand into concrete. Thesoadl increase from 30 eurocent per
kilo to 2 euro per kilo”. In some situations there are expensive altereatavailable to
avoid these dilemmas. However, Supreme is a cagédrorganization that accepts
certain risks to keep costs low. The threat of ginte that results in an ethical controversy
leads in case of Supreme to more outsourced lagistervices, especially transport, by
which Supreme thinks that also the ethical dilemm@soutsourced.

The Dutch Armed Forces depend on the vision oflthich government. In 2007, the
AlV published a report by order of the Dutch goverent. This report recommends how
to cope with the ethical and legal aspects of coapeg with PMCs. The Dutch
government does not agree with all recommendatidhe.Dutch Cabinet states that
contracting armed civilian companies is not forkeadn advance. But, the Dutch Armed
Forces have to be cautious in contracting thesd kincompanies. Also, the Dutch
government will not take legal responsibility fdre actions of contracted civilian
personnel. The Dutch government stimulates civil@gistics service providers to
compensate their victims (de Gooijer, 2008). Whistgovernment vision it is legitimate
for the Dutch Armed Forces to outsource logisticsdgistics service providers, even if
they hire armed personnel in exceptional situatidbmgase of Afghanistan, military
catering is outsourced to Supreme. Reasons fooouting to Supreme are: outsourcing
the risk of violence and saving military capacity fcombat operations. Supreme makes
use of civil force protection, which guards the ogs through high risk areas, to
transport the goods to military camps. Accordinghie Dutch Armed Forces the risks and
the ethical dilemmas are the responsibility of tbgistics service provider to whom is
outsourced, in this case Supreme.

In case of Supreme and the Dutch Armed Forcesctimtroversy about ethical and legal
aspects has less effect on logistics outsourciag th case of Cordaid. Supreme and the
Dutch Armed Forces state that ethical and legadiinas can be outsourced. However,
they try to force the logistics service provideby, contracting, to work along western
standards. Cordaid is more sensitive to ethicallagdl dilemmas and does not want to
cooperate with any suspicious company. The diffeegdnetween Cordaid and the other
two cases might be a result of the difference igasizational culture and type of

organization.
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4.7.Efficiency versus effectiveness (P6a + P6b)

Stimulating local economies is a priority in Cordaibusiness model despite possible
higher costs. Where exactly the trade-off poinven stimulating local economy and
costs is situated is difficult to point out exaEbr example, Cordaidif case of

exorbitant high local costs we will consider to batyour logistics service providet”ln

case of an urgent need, where effectiveness ismedjucosts of performing in-house are
less important for Cordaid. For examplérf assessment will be made between costs and
speed & service. When goods have to be somewhécklguve just have to arrange it, no
matter what. In extreme situations we do not evakeruse of our regular local tender
process, everything to guarantee speed”

Costs and profit are the highest priorities in Sarmpes business model. When the costs of
performing in-house are higher than outsourcingytare willing to outsource the

logistics service. In some cases, the needed imvast for performing in-house is too high
and only profitable in the long term. In these sitiwns, mainly transport services are
outsourced to e.g. Maersk and APL. In case of amaasing need for effectiveness, for
example need for drinking water or fuel, costs ks important than during regular
operations. Supreme is willing to incur higher cost order to achieve effectiveness.

The Dutch Armed Forces prioritize effectiveness asd efficiency as an optimizing
factor. Logistics services are outsourced if sez\&vels increase or costs decrease
(Secretaris Generaal, 2008). In case of an incngaseed for effectiveness, the costs of
performing in-house are less important. In mosthase situations the choice will be made

to perform in-house to avoid long tender processes.

4.8. Level of military peace enforcement (P7)

There are some differences on this item betweert#ises. Cordaid prevents cooperating
with the military during CROs in order to remaimautral organization. In situations
where Cordaid has no other choice, they coopemalglow-profile. In case of
inaccessible areas as a result of a high level lifamy peace enforcement, outsourcing is
not an option. Cordaids logistics service provities no freedom of movement in these
regions.

Supreme is experienced in operating at the same &nd place as the military. Also in

highly kinetic war areas, where a maximum of mititgoower is used, Supreme performs
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all kinds of activities. These areas are mostlyafesvorking environments with high
risks for personnel. For that reason Supreme psafatsourcing high risk transport
services with destinations like desolated militagmps. These camps are often safe
havens and for that reason, the activities in thmps are performed in-house. For
example, SupreméWhen Afghanistan turns into a safer place in thture, it is without

a doubt that you will only see our own Supreme ksudriving. The risk factor is most
important”. Supreme has never experienced military no-go atbay always kept their
freedom of movement. The Dutch Armed Forces areaters of peace enforcing
operations. During these operations the freedomao¥ement of companies will be
deprived only locally and temporarily. The DutchrAed Forces do not prefer to
outsource purely military tasks, like patrollinggaground reconnaissance. However,
recently even the air reconnaissance has beenunesd to an Australian drone company.
In Afghanistan, logistics services are outsouraednsafe war areas because of the high
risk for own personnel and to save military combapacity. These logistics services are
for example delivered by Supreme, which also outses when it gets too dangerous for
own personnel. In the end Afghan drivers are tram8pg the goods by indirect order of
the Dutch military. In case of Supreme and the DuAemed Forces, not the level of
military peace enforcement is most important, h tisk of violent attacks on personnel
and material is what counts. For example, Supréfirecase of a high level of violence,
we choose to outsource locally. In Iraq it was gu#afe and simple, so we drove the
trucks with our own British drivers. Afghanistanaswvhole lot different” The risk of
violent attacks has a positive effect on logistiegsourcing. Cordaid avoids areas where
they can be seen as a partner of the military georto remain neutral. In this way,

Cordaid prevents being confronted with violent ekis

4.9. Other influence factors: stimulating local economie

Cordaid, as well as the Dutch Armed Forces (parttpncentrates on providing aid. One
of their goals is stimulating the local economigsttading with local companies. To
stimulate local economies, Cordaid prefers to cactttocal partners instead of the
logistics service provider. For examplé:ifst we try to solve it locally. If that is not
possible, we try to solve it regionally. Our basitea is to stimulate the local economy”

The Dutch Armed Forces contract local cleaning B®w to clean the military camps in
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Afghanistan. However, they are aware of the riskiwing personnel which collaborates
with the enemy (de Gooijer, 2008). Supreme has modnitarian ideals and is not trying

to stimulate local economies. The importance ahstiating local economies might have a

positive effect on logistics outsourcing.

The following table,Table 3 gives an overview of the research results.

Nr Proposition Cordaid Supreme Dutch
Armed
Forces

P1 Demand uncertainty§ - logistics Supported Supported Supported
outsourcingf)

P2 Length of supply chairt)—>logistics Not supported| Not supported Not supported
outsourcingf)

P3 Need for agility()->logistics Supported Supported Supported
outsourcingf)

P4 Availability of logistics service Supported Supported Supported
providers()—>logistics outsourcind)

P5 Controversy about ethical & legal Supported Not supported Not supported
aspectsf)—>logistics outsourcing)

P6a | Costs of performing in-housg(->logistics | Supported Supported Supported
outsourcingf)

P6b | Moderator: importance of supply chain Supported Supported Supported
effectiveness()>P6a()

P7 Level of military peace Not supported| Not supported Not supported
enforcementf()—>logistics outsourcingy)

Other | Stimulating local economieg)->logistics Indicated Not indicated Indicated
outsourcingf)

Table 3:Research results
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5. Conclusion and discussion

The aim of this thesis is to describe the factdrattinfluence make-or-buy decisions with
regard to logistics during the sustainment phase afisis response supply chain by
comparing outsourcing logistics theory with crisgsponse supply chains in practice. In
order to achieve this, two research questions nedx answered. This chapter presents
the research answers, reflects on the researchalions and identifies areas for further

research.

5.1. Answering the research questions

This research formulates two research questions:

1. What are the influence factors on make-or-buy deais with regard to outsourcing
logistics during the sustainment phase of crisgpmnse supply chains?

2. How do these influence factors affect these makétgyr decisions?

In chapter 2, seven propositions were formulated essult of a literature study. These
propositions, from which each represents an infaeefactor, were researched by
conducting a case-study. This paragraph outlinestinclusions, based on the results, for
each proposition and other possible influence fescto

From the results, it can be concluded that demamzertainty has a positive effect on
logistics outsourcing. Crisis response supply chaire characterized by an unpredictable
demand for goods and services (Christopher & P20KR4; Cottam et al., 2004; Kovacs &
Spens, 2007; Oloruntoba & Gray, 2006; Pettit & Bdoed, 2005; Prater et al., 2001;
Sheffi, 2001; van Wassenhove, 2006; Vermunt & Tleopl2004). This research shows
that crisis response supply chains operate in dyoamarkets, which result in a high
demand uncertainty. This demand uncertainty mageaapacity shortage which forces
companies to outsource.

Another finding is that the length of a supply chaoes not have an effect on logistics
outsourcing. According to previous research, thecpss of globalization results in long
supply chains through different countries whichdes firms to acquire expertise of third-
party logistics providers (Razzaque & Sheng, 1988k & Langley, 1997). The three
companies in this research all manage global suppdyns. All informants explain that
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globalization made the world smaller in which tleagth of supply chains has no
significant influence on logistics outsourcing.

The next conclusion is that the results of thiss@gh show a positive relation between the
need for agility and logistics outsourcing. Speed #lexibility (agility) in the crisis
response supply chain are necessary to fulfill costr needs. According to Prater et al.
(2001) outsourcing contributes to the agility od@pply chain. However, outsourcing
logistics does not seem to be necessary for begilg.a

The fourth conclusion is that there is a positie¢ation between the availability of
reliable logistics service providers and outsourcing logstAccording to Kovacs &
Spens (2007), limited availability of suppliersaéonflict zones influences outsourcing
logistics. The results of the case-study shows ttwdtonly the availability counts, but the
availability of reliable logistics service providers is most important. Aagireliability can
be explained by the importance of being effectiveing agile and minimizing
controversies about ethical and legal aspectsérctisis response supply chain.

In case of NGOs, it is clear that the controverbypat ethical and legal aspects has a
negative effect on logistics outsourcing. In caséhe governmental and the profit
organization, the relation between controversy alethical and legal aspects on the one
hand and logistics outsourcing on the other hanthoareally be determined based on the
results of this research. All cases acknowledgeptiesence of these controversies and
confirm its importance. They try to minimize theski of controversies by accurate
contracting. However, there are differences in fitbesorganizations cope with the
controversy about ethical and legal aspects. NG@w®tavoid these ethical and legal
aspects under any circumstance. This might be @trefa high ethical awareness, which
is caused by an NGOs origin, culture and politicature. As van Wassenhove (2006)
stated, the differences in how organizations cojié the controversy about ethical and
legal aspects could pose potential collaboratiaybpgms for humanitarian principles. The
governmental and profit organization state thatdttécal dilemmas are the responsibility
of the logistics service provider to whom is outsoed. This idea might be a result of a
business-like organizational culture and makesdier for them to outsource logistics
compared to NGOs.

Another finding is the positive relation betweerstoof performing in-house and logistics

outsourcing. The need for effectiveness has a megatoderating effect on the relation
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between costs of performing in-house and logistigssourcing. This can be explained by
the fact that effectiveness can be a matter ofdifiel death in crisis response supply
chains.

For profit and governmental organizations, it candoncluded that there is a positive
relation between the risk of violent attacks andistics outsourcing. The results of the
NGO, with regard to the relation between the lewemilitary peace enforcement and
logistics outsourcing, differ from the governmeraald profit organization. In case of the
NGO there is no relation between the level of naitif peace enforcement and logistics
outsourcing. When the level of military peace ewgfEment increases, NGOs will decrease
their activities in these areas. This can be exydiby the great importance of being
neutral in order to remain a reliable aid organiaat To keep their neutrality they
minimize cooperation with the military. This can benfirmed by van Wassenhove
(2006), he stated that one of the main challengef©iimanitarian efforts in Afghanistan
was to disassociate the activities of the humai@tacommunity and the military. In case
of the governmental and profit organization, thecames are different. Instead of the
level of military peace enforcement, the risk oblént attacks is the main factor of
influence. This can be confirmed by Sheffi (200d/ho states that ‘preparing for another
attack’ is one of the main challenges for firmsthe new era. Organizations are
vulnerable not only to attacks on their own assktg,also to attacks on their suppliers,
customers, transportation providers and other etgsi@ their supply chain.

Another possible influence factor could be deteradirfirom the interview results. In case
of the NGO and the governmental organization thveeee signs that the aim of

stimulating local economies has a positive effati@gistics outsourcing.

5.2.Managerial implications

This research contributes to understanding the ruaideuy decision during CRO. It
becomes clear that crisis response supply chaiferdiom regular business supply
chains and that these differences influence theaymkbuy decision. Not only the
influence factors are identified, also their effecin make-or-buy decisions are described.
The explorative character of this research contabuo transparency and knowledge in
this relatively unknown business segment.

It is important for managers operating in crisispense operations to become acquainted
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with these influence factors. The outcomes of tieisearch contribute to managers’
awareness of which factors may need to be consibleteen making a logistics make-or-
buy decision. This research shows that not onlydowosts or higher service quality are
important, but that there are also other factorsolvimight need to be taken into account.
Only with this knowledge they are able to understéme influence of the factors and it
helps them to consider the make-or-buy decisiomefadly, which ultimately prevents
decision making based on ignorance. The differemt@pproach between the
organizations create opportunities for all comparigelearn from other kinds of
organizations operating under the same circumstance

This research specifically focuses on CROs. Howgsiece globalization will lead to
more overseas supply chains, the number of mulbnats operating in undeveloped and
upcoming markets is growing. Undeveloped markegscauite similar to Crisis Response
markets, which means that the results of this redewill also be useful for logistics

make-or-buy decisions in undeveloped markets.

5.3. Limitations and further research

This research has an exploratory nature, theretbeeevidence provided is not enough to
draw indisputable conclusions. However, the intewresults provide some initial
evidence to support or reject the propositions thete formulated and they give a first
insight into this relatively new area of managemstience.

There is not much literature about crisis resposiggply chains available. The literature
study resulted in a set of potential influence tast but it was unknown if the set was
complete. To compensate this, open questions ahf@iuence factors were added in the
interviews.

Because of the international character of the camgs the availability of cases and key-
informants in the Netherlands was quite low. Theref only three cases and one key-
informant per case could be selected. The usenwitdd cases and key-informants in
combination with limited availability of literaturenight have consequences for the
reliability and validity of the results. Thereforindings cannot be generalized to all
make-or-buy decisions in CROs. Further researctesded to replicate and validate the
results of this study.

The results of this research show some differerfpespositions 5 and 7) between NGOs,
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governmental and profit organizations. Becauséeflimited use of key-informants and
cases it is not possible to generalize these resklirther research, with a larger number
of key-informants from different kinds of organizans, should focus on the differences
between NGOs, governmental and profit organizatiwits regard to outsourcing
logistics in CROs. These outcomes might explaindtierences in this research.
Cordaid’s decision to outsource all logistic acti®s has been made a few years ago.
Because of this time gap the results of this intevwmight be less reliable. Further
research should focus on organizations which mawhake-or-buy decision recently.
Furthermore, every organization is coping diffetgntith the controversies about ethical
and legal aspects surrounding outsourcing in CRD¢his moment there is no such thing
as the best way to deal with it. To gain more irfgig needs to be researched from more
points of view, for example from a legal point ofew.

In conclusion, it will be valuable to explore mosepply chain management aspects of
CROs. It would be interesting to see how the diéfeces between crisis response supply
chains and regular supply chains influence parsaéection, relationship management or
buyer-supplier dependency, among others.

46



References

AlV. (2007). De inhuur van private militaire bedrgn: een kwestie van
verantwoordelijkheid. Adviesraad Internationale Vraagstukken Rapport rif
Retrieved 10-12-2008, 2008, fronttp://www.nrc.nl/redactie/uruzgan/aiv.pdf

Bagchi, P. K., & Virum, H. (1998). Logistical allieces: trends and prospects in
integrated europ&ournal of Business Logistics, (@9, 191-213.

Berglund, M., Peters, M., & van Laarhoven, P. (2R0Dhird-party logistics in Europe -
five years later. International Journal of Physical Distribution & Lgistics
Management, 3B), 425-442.

Boer, L. d., Gaytan, J., & Arroyo, P. (2006). A &dicing model of outsourcingSupply
Chain Management: An International Journal, 1112.

Canez, L. E., Platts, K. W., & Probert, D. R. (2000eveloping a framework for make-
or-buy decisionslinternational Journal of operations & Production Magement,
20(11), 1313-1330.

Christopher, M. (2000). The Agile Supply Chain: cpeting in volatile markets.
Industrial Marketing Management, 297-44.

Christopher, M., & Peck, H. (2004). Building thesikent supply chainlnternational
Journal of logistics management, (25, 2-29.

Cottam, H., Roe, M., & Challacombe, J. (2004). Quixcing of trucking activities by
relief organisationslournal of Humanitarian Assistancé-26.

de Boer, L., Gaytan, J., & Arroyo, P. (2006). A isditing model of outsourcingSupply
Chain Management: An International Journal,(b), 444-455.

de Gooijer, G. L. (2008). Civiele dienstverlenensoperatiegebiedeMilitaire Spectator,
Jaargang 17712), 678-684.

Doctrinecommissie Koninklijke Landmacht. (1996Wilitaire Doctrine. Den Haag:
Jellema Grafische Druk.

Doctrinecommissie Koninklijke Landmacht. (199%redesoperaties: Leidraad Doctrine
Publicatie Ill. Den Haag: Jellema Grafische Druk.

Fill, C., & Visser, E. (2000). The outsourcing dilgna: a composite approach to the

make or buy decisiorManagement Decision, 88), 43-50.

47


http://www.nrc.nl/redactie/uruzgan/aiv.pdf

Grover, V., Cheon, M. J., & Teng, A. (1994). Desative study on the outsourcing of
information system functionsnformation & Management, 283-44.

Hutjes, J. M., & van Buuren, J. A. (1992pe Gevalsstudie: Strategie van kwalitatief
onderzoekHeerlen: Open Universiteit.

Kirkels, H., Ploos van Amstel, W., Faber, N., Mds, Soesbergen, J., de Waard, E., et al.
(2004).NL ARMS; Defense Logistics: Winning Supply Chaitvieks

Kovacs, G., & Spens, K. M. (2007). Humanitarian i&tgcs in disaster relief operations.
International Journal of Physical Distribution & Lgistics Management, 82), 99-
114.

Lancioni, R. (2000). New Developments in Supply @hadvanagement for the
Millennium. Industrial Marketing Management, 29-6.

Mclvor, R. (2000). A practical framework for undéasding the outsourcing process.
Supply Chain Management: An International Jourril,), 22-36.

Mentzer, J. T., DeWitt, W., Keebler, J. S., Min,, 8lix, W., Smith, C. D., et al. (2001).
Defining supply chain managemedburnal of Business Logistics, @), 1-25.

Oloruntoba, R., & Gray, R. (2006). Humanitarian :a&h agile supply chainBupply
Chain Management: An International Journal,(2)], 115-120.

Pettit, S. J., & Beresford, A. K. C. (2005). Emengy relief logistics: an evaluation of
military, non-military and composite response maddhternational Journal of
Logistics Research and Applicationg4® 313-331.

Ploos van Amstel, W., & Goor, A. R. v. (2002)/an logistiek naar supply chain
managemenflen Hagen Stam.

Prahalad, C. K., & Hamel, G. (1990). The core comepee of the corporatioHarvard
Business Review, July-Augus9-91.

Prater, E., Biehl, M., & Smith, M. A. (2001). Inteational supply chain agility: Tradeoffs
between flexibility and uncertaintynternational Journal of operations & Production
Management, 25/6), 823-839.

Quinn, J. B., & Hilmer, F. G. (1994). Strategic sourcing.Sloan management review,
Summer43-55.

Rabinovich, E., Windle, R., Dresner, M., & Corsi, [1999). Outsourcing of integrated
logistics functions. International Journal of Physical Distribution & Lgistics
Management, 29), 353-374.

48



Razzaque, M. A., & Sheng, C. C. (1998). Outsouranfidogistics functions: a literature
survey. International Journal of Physical Distribution & Lgistics Management,
28(2), 89-107.

Schary, P. B., & Skjott-Larsen, T. (2001Managing the global supply chai(® ed.).
Copenhagen: Copenhagen Business School Press.

Secretaris Generaal. (200®)efensiebeleid over zelfdoen, uitbesteden en saeréew
(sourcingbeleid)Retrieved from Ministry of Defense Intranet.

Sheffi, Y. (2001). Supply Chain Management undee tithreat of International
Terrorism.The international Journal of Logistics Managemetf2(2), 1-11.

Sink, H. L., & Langley, C. J. (1997). A managerimework for the acquisition of
third-party logistics servicegournal of Business Logistics, @&, 163-189.

Tayles, M., & Drury, C. (2001). Moving from Make/Buto Strategic Sourcing: The
Outsource Decision Procekeng Range Planning, 34605-622.

Thomas, A., & Kopczak, L. (2005). From logistics$apply chain management: the path
forward in the humanitarian sector. Retrieved yJuR8th 2008, from

http://www . fritzinstitute.org/PDFs/WhitePaper/Frarglsticsto. pdf

van Wassenhove, L. N. (2006). Humanitarian aid $tigs: supply chain management in
high gearJournal of the Operational Research Society, £75-489.

Vermunt, J., & Thoolen, P. (2004). What is the tiggupply chain for warfare? INL
ARMS: Winning Supply Chain Networfp. 55-72). Enschede.

Verschuren, P., & Doorewaard, H. (200®jet ontwerpen van een onderzoé&krecht:
LEMMA b.v.

Yin, R. K. (1990). Case study research: Design and meth@dsl. 5). London: Sage

publications.

49


http://www.fritzinstitute.org/PDFs/WhitePaper/Fromlogisticsto.pdf

ANNEX A: Models for make-or-buy decisions

Authors Characteristics Suitability for
outsourcing logistics
Mclvor Mclvor (2000) designed a generic framework and tifess three key| The framework considers
(2000) aspects of the outsourcing process: Value chainspgestive, Core|l almost all the aspects;
competency thinking, Supply base influence. strategy, cost and buyer-
supplier competencies.
This framework attempts to integrate these aspéuts the decision However, it contains only
making process. The following stages are identified the basic ideas. It is
1. Defining the core activities difficult to extract all the
influence factors from this
2. Evaluate the relevant value chain activities model.
3. Total cost analysis
4. Relationship analyses.
Tayles & The nature of this framework is very practical @sdrying to take the The framework considers
Drury (2001) | decision maker through the decision-making proc€hs. framework almost all the aspects;
consists of four basic elements: strategy, cost and buyer-
supplier competencies.
1. Determine strategic nature of product/process (©orgon-core) However, it is a very
2. Cost analysis: perform internally versus outsougcin prescriptive one. For that
reason, it might not be very
3. Capital spend analysis: if no investment is reqaitiee company useful for organizations .
should ‘make’. Nevertheless, it is valuable
to determine the influence
4. Assess availability of internal resources and en@ésuppliers factors.
Canezetal. | This paper achieves to design a framework which loioies most This model considers all
(2000) important factors from the literature. This modehsiders the external | the aspects of the other

environment (political elements, availability ofgliers, competition,
social elements etc.) as an important factor. Tlaéeaor-buy question
will always be initiated by a ‘trigger’, e.g. cogtduction. The make-or-
buy decision is based on four aspects:

1. Technology & Manufacturing processes
2. Costs
3. Supply Chain Management & Logistics

4. Support Systems

models. Thereby it
combines generic insights
with in-depth analyses.
This model is very useful
as a basis for further
defining.
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Fill & Visser
(2000)

This research derives four key aspects from adiiene review:

1. The contextual factors represented by an orgarinatiparticular
internal and external conditions.

2. The strategic and structural aspects associatddamitorganization’s|
decision to reconfigure.

3. The costs associated with the process or activiyas review

(transaction costs).

4. Management consideration and judgment, which leadise make-
or-buy decision.

The framework considers
almost all the aspects;
strategy, cost and buyer-
supplier competencies.
However, it contains only
the basic ideas. It is
difficult to extract all the
influence factors from this

model.

De Boer et al.
(2006)

This research distinguishes itself by integratingsourcing theory with
the behavioral decision-making theory from Mintzipet al. (1976). This

model is based on the following stages:
1. Recognition

2. Diagnosis

3. Search

4. Design

5. Screening

6. Evaluation/Choice

None of the factors of
other outsourcing models
is used in this model.
Thinking from this
perspective gains new
insights and might be

useful.
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ANNEX B: Interview structure for all key-informants

Place:

Time:

Date:

Informants name:
Informants job title:

1. Organization
1.1. What is the core business of your organization
1.2.In which markets is your organization performing
1.3. How is the competition in the market
1.4.How many people are working in your organization
1.5. Can you draw the organization chart of your orgaian
1.6.What is your function (tasks and responsibilities)

2. Supply Chain
2.1.Can you give a schematic overview of the supplyicha
2.2.In which geographical areas is the supply chainvact
2.3.Which products are in the supply chain
2.4.Do you collaborate with third parties
2.5.How do you manage this supply chain and what aeckitly challenges
2.6.What is the organization’s logistic capacity inrtes of personnel and equipment

3. Outsourcing
3.1. Make-or-buy
3.1.1. Did the organization recently outsource logistitiaties
3.1.2. Which logistic activities were outsourced
3.1.3. What were the reasons for outsourcing
3.1.4. To which organization did you outsource
3.1.5. What was the trigger for considering make-or-buy
3.1.6. Can you describe the decision making process (wkieps did it include, what
were the considerations)
3.1.7. Do you have a standard guideline for make-or-bugisiens
3.1.8. Which factors influenced the make-or-buy decision

4. Possible questions
4.1. Demand uncertainty
4.1.1. Is there a predictable demand of goods and/of sesvin the supply chain in
which your organization operates
4.1.2. Did this have an effect on the make-or-buy decigjiibpositive, what kind of
effect)

52



4.1.3. Did this uncertainty have a positive or negativéeet on logistics outsourcing

4.2.Length of supply chain
4.2.1. Did the length of the supply chain have an effesttbe make-or-buy decision
(if positive, what kind of effect)
4.2.2. Did this length have a positive or negative effeatlogistics outsourcing

4.3. Need for agility
4.3.1. Can you describe the need for flexibility and sp&ethis supply chain
4.3.2. Did this need have an effect on the make-or-buyislen (if positive, what
kind of effect)
4.3.3. Did this need have a positive or negative effeclagistics outsourcing

4.4. Suppliers availability
4.4.1. How many potential suppliers of logistic servicesthom you could
outsource were available
4.4.2. Did the availability of suppliers have an effect thre make-or-buy decision (if
positive, what kind of effect)
4.4.3. Did this have a positive or negative effect on kstggs outsourcing

4.5. Ethical/Legal

4.5.1. Were there any PMCs available to cooperate with @didd/ou cooperate with
one

4.5.2. Were there any differences in labour standards betwyour organization and
the third party

4.5.3. Did any ethical/legal aspects have an effect onntiade-or-buy decision (if
positive, which aspects and what kind of effect)

4.5.4. Did these aspects have a positive or negative etfiedogistics outsourcing

4.6. Effectiveness vs Efficiency

4.6.1. Do you face violence, crime or disasters etc. dgisapply chain activities (if
positive, how often and how severe)

4.6.2. What is the effect of these on the organizationief supply chain

4.6.3. What is the organization’s vision about effectiveaaersus efficiency in the
crisis response supply chain

4.6.4. Did the costs of performing in-house have an effatthe make-or-buy
decision with regard to logistics (if positive, ateere any situations in which
costs of performing in-house have less effect agidocs outsourcing)

4.6.5. How would you describe the differences between lagousiness and CROs
with regard to the influence of costs of performimghouse on the make-or-
buy decision
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4.7. Level of peace enforcement

4.7.1. Was the supply chain confronted with the preserfder@ign military forces

4.7.2. Was the military conducting a peace enforcing nuasir a humanitarian aid
mission

4.7.3. Did the military cooperate with your organizatiahgositive, in which way)

4.7.4. Did the presence of military have an influence be supply chain activities (if
positive, what kind of influence)

4.7.5. Did the level of peace enforcement have an inflieean the make-or-buy
decision with regard to logistics (if positive, wihdnd of influence)

5. Rounding off

5.1.Would you like to add something with regardttee influence factors on make-or-buy
decisions in crisis response supply chains?
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