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要約 
この論文では日本のガデリウスという貿易商社と欧州のマヘという運送会社のサー

ド・パーティ・ロジスティクス（Third-Party Logistics: 3PL）による協力関係が分析さ

れる。主にガデリウス本社で事例研究として行われた。 
 
論文の目的は協力関係の元来の目標を調べ、その目標が満たされているかどうかを

評価することである。つまり両社が契約したことも両社が期待したことも満たされ

ているかどうかが評価される。得られた情報によって将来のための勧告を紹介する

ことも論文の目的になっている。 
 
契約でははっきり定まっていることが一応満たされているとみてよいが、協力関係

の構成には完全の 3PL 効果を得るために不十分なところがある。 
 
契約でマヘの責任についてのはっきり定まっていない部分は実現していない。これ

はガデリウスの OtD チームに専門のマヘ社員が入っていないことと関係があると思

われる。 
 
この欠点のため、ガデリウスのあらかじめの高い期待は非現実的になっている。従

ってマヘ社全体とマヘの能力に対して悪い感情が高まっている。この結果には重要

業績評価指標（Key Performance Indicator: KPI）が完全に協力関係の目標に合わせて

いないことも影響を与えた。 
 
現況を変えるために二つの対策が紹介される。ガデリウスが間接費削減を中心に考

えれば、協力関係を拡大したほうがよいが、直接費削減を中心に考え、組織の変え

やすい方法が必要なら制限された協力関係が適している。両対策と一緒に新しい評

価方法が紹介される。 



 
 

Sammanfattning 
I det här examensarbetet undersöks tredjepartslogistik (3PL) samarbetet mellan det japanska 
handelsföretaget Gadelius och den europeiska logistikleverantören Mahé. Detta har gjorts 
genom en fallstudie, som i huvudsak har genomförts på plats vid Gadelius huvudkontor i 
Tokyo. 
 
Syfte har varit att identifiera och utvärdera hur de ursprungliga målen uppfylls, både med 
hänsyn till vad som är överenskommet och respektive parts förväntningar, de bakomliggande 
orsakerna till resultatet och att ge rekommendationer inför framtiden. 
 
Samarbetet uppfyller i princip det som är strikt definierat och överenskommet genom 
kontraktet, men detta upplägg är inte bra när det kommer till hur fullständiga 3PL-effekter kan 
uppnås. 
 
De inte fullt så strikt definierade delarna av kontraktet, som säger att Mahé skall arbeta 
proaktivt, kan inte ses som uppfyllda. Detta är kopplat till avsaknaden av dedikerad och 
integrerad Mahé personal i Gadelius OtD-team. 
 
På grund av detta har Gadelius, från början mycket höga, förväntningar på effekter blivit 
orealistiska, vilket har bidragit till dålig stämning gentemot Mahé och deras förmåga. Detta 
har ytterligare förstärkts av nyckeltal som inte till fullo överensstämmer med de huvudsakliga 
målen för samarbetet.  
 
För att förändra situationen presenteras två möjliga vägar inför framtiden. Om Gadelius fokus 
är på indirekta kostnadsreduktioner bör ett expanderat samarbete väljas, medan ett fokus på 
direkta kostnadsbesparingar och ett behov av en lättare förändringsprocess erfordrar ett 
begränsat samarbete. För båda alternativen föreslås nya sätt att mäta resultat. 
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1 Introduction 
In this first chapter the background to this investigation and the purpose of it can be found. 
The background provides a short history leading up to the questions asked in this thesis. This 
is then followed by a specified description of the purpose. This chapter contains as mentioned 
information about the background to and the purpose of the rest of the paper and it should 
therefore be both interesting as well as very useful to all readers. 

1.1 Background 
Gadelius is a trading company based in Japan which mainly imports products with an 
industrial focus from Europe and North America to Japan. In the years following the 
hundredth anniversary of Gadelius, in 1990, the old Gadelius was organisationally split up in 
different parts. The part that kept the name Gadelius was the branch that had worked as a 
trading house. There was a need for a new more efficient organisation and this was further 
emphasized by the stagnating Japanese economy at that time. Until 2002 the focus at Gadelius 
had been on reducing the staff and modernizing the IT-systems, but in the spring of 2002 the 
new president Hans Porat arrived and he shifted the focus towards the process that starts when 
an order is received and ends when the goods is delivered. This process is known as the Order 
to Delivery process or simply the OtD-process within Gadelius. Because of this the whole 
project of restructuring the OtD-process related work came to be called the OtD-project.  
 
The OtD-project included first of all a centralization part were all work related to the OtD-
process was gathered and a special OtD-team became responsible for this work. The OtD-
project also included the implementation of what is known as third-party logistics. A 
logistical partnership was formed with the European logistics provider Mahé. The intentions 
from both sides were that the partnership should gradually expand and that Mahé would take 
over more responsibility for the OtD-process with this.   
 
After more than a year of using third-party logistics both sides have experienced some 
disappointments regarding the result and especially about how the partnership has come to 
evolve so far. Particularly Gadelius expectations of becoming more productive in terms of 
cost reductions were high and so were also the hopes of Mahé taking a big initiative and 
working proactively with the process.  
 
Gadelius have because of this been feeling that it might be useful to evaluate the result of this 
new way of working. Questions concerning what really can be expected from a partnership 
like this have come up. Gadelius have also felt that it could be of interest to see how well the 
initial objectives are fulfilled today. It is also of interest to see how the organisation is 
handling the new way of working and if the work has become as efficient as hoped for. 
Furthermore Gadelius has expressed the need for a deeper study of how certain factors, like 
Gadelius being a Japanese trading house, have influenced the result.  
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Gadelius is looking for something that will give them a picture of the current performance of 
the third-party logistics partnership and at the same time give some recommendations for the 
future.  

1.2 Purpose 
The purpose of this study, with a pronounced before and after focus, is to identify the main 
objectives and evaluate the fulfilment of them, in a third-party logistics partnership between 
the Japanese trading house Gadelius and the European logistic provider Mahé.  The purpose 
is also to recommend how the objectives of the partnership are to be ensured in the future. 
 
Before we move on we will have a detailed look on the purpose above. On the second and 
third row of the purpose we find the target for this thesis: “a third-party logistics partnership 
between the Japanese trading house Gadelius and the European logistic provider Mahé”. The 
focus is on a third-party logistics partnership. Third-party logistics as a concept is described in 
detail in the section called frame of reference. Partnership as such means a cooperation of 
some sort between several parties. In this case there are two parties: the trading company 
Gadelius and the logistics provider Mahé. A more detailed presentation of each company can 
be found in chapter 2. 
 
There are two words marked with bold letters in the purpose above that pinpoint how the 
investigation of the partnerships is supposed to be done. The first word is “identify” and it 
refers to finding out the exact objectives that motivated each party to engage in the 
partnership, even though the focus is on Gadelius own objectives. To assure that the purpose 
is fulfilled this part can be investigated by answering the question: 
 

 What was the initial reason to engage in the third-party logistics partnership and what 
was in fact agreed on? 

 
We would like to stress that we realize that the anticipations and reasons behind the 
partnership might be different compared to what is actually agreed on. 
 
The second word is “evaluate” and here the point is that the evaluation should be done with 
respect to the initial objectives. This can be done through answering the following question: 
 

 To what degree are the objectives fulfilled today and who is doing what? 
 
Another part that is connected to the wording “evaluate” is to investigate what factors that 
have contributed to the result. This might stand in contradiction to the wording “with a 
pronounced before and after focus” that emphasises that it is the initial situation and 
objectives compared to the present situation and performance that are important, rather than 
the change process in between. The point is however that the evaluation is done with respect 
to the initial objectives and the present result, but the result as such might have been affected 
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by factors occurring along the way. These factors will be taken into account both to explain 
the present result and provide a base for the final part of the purpose. 
 
The final sentence containing the word “recommend” points out the last aspect of the purpose. 
Building on the initial objectives and the present situation the aim is to give recommendations 
about the future partnership. This last part can be linked to the following question: 
 

 How should the initial objectives be ensured and what is the best way for Gadelius to 
work with the third-party logistics partnership in the future? 

 
In the purpose the words “Japanese” and “European” are also emphasised. This is done to 
point out that there might be an environmental difference, regarding both the way of working 
with logistics as well as social behaviour, that have affected the result. 
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2 Company Information 
In this chapter a presentation of the two parties involved in our investigation can be found. 
The information about Gadelius and Mahé has been taken from the homepage of each 
company (www.gadelius.com & www.mahe.com) where not otherwise stated. Particularly 
Gadelius has a long history in Japan and the interested reader can find more information 
about this in the works by Bass & Holmqvist (1990). The information about the different 
divisions within Gadelius is particularly relevant for the latter parts of this paper. 

2.1 Gadelius 
The modern Gadelius Group stems from a long history with Swedish roots. As early as 1896 
the founding father of the company Knut Gadelius sat out on his first trip to Japan. Earlier, in 
1890 he had founded “Firma Knut Gadelius” in Göteborg, Sweden and the first branch office 
in Japan was opened in Yokohama 1907. Among the products exported by Gadelius to Japan 
in these early days were Swedish matches, the Bolinder diesel engine and the Ludwigsbergs 
fire extinguisher, notably used for great deeds in the large earthquake and fire of Tokyo in 
1923. (Bass & Holmqvist, 1990) 
 

 
Figure 2.1 The signboard of Gadelius in the early days (1920) and the modern logotype (2005) 

Today the Gadelius group is a Japanese company with its head office in Tokyo and it is 
owned by Swedish interest. The Gadelius group employs around 200 people in three different 
companies which work in divided fields. Mansson K.K. imports diverse medical devices from 
Europe and the US to Japan. Gadelius K.K. is the main body and the heart of the group, 
importing products with an industrial focus. Gadelius Europe AB is a smaller counterpart to 
Gadelius K.K., but working in the opposite direction, importing high-tech product from 
manufacturers in Japan to Europe. For the entire group about 85 % of the customers are 
located in Japan. 
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Figure 2.2 Outline of the Gadelius Group and of Gadelius K.K. 

Of these companies it is Gadelius K.K. that this thesis mainly focuses on and it will from this 
point on be referred to simply as Gadelius. If Gadelius is a part of the Gadelius Group it also 
consists of smaller parts in the form of four divisions: Material (MTR), Machinery (MAC), 
Gadelius Medical (GMED) and Industrial & Environmental Equipment (IEE). Examples of 
products from these divisions are triple-pane windows for better insulation of houses, food-
processing machinery, high-tech welding helmets and chemical protection suits. 
 
Since Gadelius is a trading company the business consists of importing and selling niche-
products from different suppliers. Most of the suppliers are located in Europe including 
countries like Sweden, UK, Germany and Spain. 
  
Through Gadelius these suppliers gain access to the Japanese market. Gadelius is however not 
looking for all types of companies as principals. The strategy is instead to focus on companies 
that are neither too small nor too big. If they are too small it isn’t worth the effort for Gadelius 
and companies being seen as too big can manage by themselves in Japan by creating a 
subsidiary company. This idea of not being a company for everyone is nothing that Gadelius 
tries to hide, but rather something that is a part of their strategy and therefore also is clearly 
stated on their homepage.  
 
Many of the products are of a high-tech nature and therefore Gadelius underlines the 
importance of supplying technical support and aftermarket service together with the 
marketing, selling and importing of the products. 

2.2 Mahé 
The Mahé Group was formed in Denmark in October 1975 as a forwarder of goods by truck, 
but their activities soon also included freight forwarding by air. In the spring of 1977 the first 
contract for total logistics combined with warehousing was signed. 1979 the first office 
outside of Denmark was opened in Paris and six years later a full cargo train concept with a 
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train running between Denmark and France several times a week was introduced. 1986 an air 
charter division flying emergency relief cargo was opened, an area in which Mahé has grown 
significantly.  
 
By 1997 Mahé had offices in places like Colombia, Hong Kong and Moscow. Furthermore a 
Japanese subsidiary was opened in 1994. From 1998 Mahé also established several offices in 
Sweden. Today Mahé has offices of their own in 12 countries and are represented by partners 
in more than 200 countries. Mahé employs 300 people and offers services in such areas as 
transporting, warehousing and IT, including a Track & Trace system. Another area where 
Mahé claims expertise is custom clearance. 
 
In Japan Mahé states that they now have helped several Scandinavian companies with their 
logistics. Nippon Express has become their partner in Japan and together they guarantee a 36 
hour door-to-door service between Europe and Japan.  
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3 Frame of reference 
In the frame of reference we discuss the theoretical frame work that the further investigation 
is based on. This theory is mainly concerning the concept of third-party logistics in terms of 
definitions, benefits, downsides and evaluation. At the end of the chapter we also describe 
some theoretical findings about logistics in Japan and Japanese social behaviour. For 
readers who are only interested in our finding and/or feel confident about the concept of 
third-party logistics a quick way to get through this section would be to only read the 
summary at the end of this chapter. 

3.1 Definitions 
The meaning of many terms used by people in both the academic and the corporate world 
vary more or less depending on the person using the term. To give a picture of what we mean 
with some of the more fundamental terms in this thesis, an explanation will be given in this 
section. 
 
Logistics Management  
The definition used is the one used by the Department of Management and Economics (EKI) 
at Linköping University, under which supervision this thesis is conducted. 
 

Logistics is that part of the supply chain process that plans, implements, and controls 
the efficient, effective flow and storage of goods, services, and related information 
from the point of origin to the point of consumption in order to meet customers' 
requirements.  

 
  (Council of Logistics Management (1998) as quoted on
  http://infoweb.unit.liu.se/eki/logistik/logistics_management) 
 
Since 1998 the Council of Logistics Management (CLM) has changed into the Council of 
Supply Chain Management Professionals (CSCMP). They have also expanded their definition 
with, among other things, more details of what activities can be included in the logistics 
function. For more information see http://www.cscmp.org/. 
 
Order To Delivery (OtD)  
When we in this thesis use the term OtD we refer to the process and all associated actions that 
starts when a company receives an order and ends when the customer receives the 
corresponding product. In our work the abbreviation OtD is however not only used referring 
to the order to delivery process as such. It is also strongly associated with the name of the 
project that was initiated by Hans Porat to reform the OtD-work at Gadelius into a more 
efficient process. 
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Key Performance Indicator (KPI)  
In this thesis one of the major points for us have been to look at how the partnership has been 
and should be measured. Strongly connected to this is the term KPI, which can be defined as: 
 

A significant measure used on its own, or in combination with other key performance 
indicators, to monitor how well a business is achieving its quantifiable objectives.  

   
  (Georgetown University, http://www.georgetown.edu/) 
 
Third-Party Logistics (3PL)  
The main focus of this thesis lies under the topic 3PL. Lindskog (2003) concludes that the 
definition of the term 3PL varies. A definition that we think is applicable under most 
circumstances is the following by CSCMP: 
 

Outsourcing all or much of a company’s logistics operations to a specialized 
company.  

  (CSCMP, former CLM, glossary of terms, available at 
  http://www.cscmp.org/) 
 
This definition is short and very easy to grasp, but for a more thorough definition one can turn 
to the definition of the term Third-Party Logistics Provider. 
 
Third-Party Logistics Provider (3PLP) 
 

A firm which provides multiple logistics services for use by customers. Preferably, 
these services are integrated, or “bundled” together by the provider. These firms 
facilitate the movement of parts and materials from suppliers to manufacturers, and 
finished products from manufacturers to distributors and retailers. Among the 
services which they provide are transportation, warehousing, cross-docking, 
inventory management, packaging, and freight forwarding. 

 
  (CSCMP, former CLM, glossary of terms, available at 
  http://www.cscmp.org/) 
 
Here the meaning is expanded to state that the services should be integrated or “bundled” and 
thus a point of view where 3PL is more than just outsourcing all or much of the logistics 
operations emerges. These higher demands are recognized by Berglund (2000) who states that 
3PLP compared to traditional providers of services for supporting a logistics need (plain 
outsourcing of logistics services) must have:  
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 Broader range of activities constituting the services. 
 Deeper understanding of the client’s business. 
 Different and closer relationships between seller and buyers. 

    (Berglund, 2000, p.33) 
 
It is here suggested that a broader range of services must be available. To give some examples 
of services that can be included in a 3PL partnership a list of the most common activities 
outsourced according to a survey performed by Langley et al (2003) can be used. The five 
most common activities in Europe in 2003 were outbound transportation, warehousing, 
inbound transportation, custom clearance and freight forwarding.  
 
Other research in Linköping (Lindskog, 2003) also uses 3PL with a meaning that includes 
more than just outsourcing. Lindskog (2003) emphasises that the 3PLP doesn’t need to 
produce the logistics service by itself, since it is sufficient that the provider manages and 
integrates the logistics services from yet other suppliers. Lindskog (2003) also underlines, as 
well as Bagchi and Virum (1998) does with the term Logistics Alliance, the importance of the 
partnership and the continuous nature of the 3PL relationship. 
 
Logistics Alliance:  

 
It (Logistics Alliance) means a long-term formal or informal relationship between 
shippers and logistics providers to render all or a considerable number of logistics 
activities for the shipper. Shippers and logistics providers see themselves as long-
term partners in this arrangement. 

    (Bagchi & Virum, 1998, p. 193) 
 
Bagchi and Virum (1998) uses the term 3PL with a meaning very close to just outsourcing 
logistics services, but we find that the definition above is more applicable on 3PL in this 
thesis. From this point onward 3PL will be used with the meaning of, although similar to 
outsourcing, something more than letting a provider deal with one’s logistics services. The 
partnership, the continuous nature of it, the importance of more than just a simple logistics 
service and the possibility for the provider to let another supplier produce the logistics service 
are emphasised. 

3.2 Reasons for establishing a Third-Party Logistics-partnership 

3.2.1 Driving forces 
When a company decides to use a 3PLP they also make the decision to in a way form a 
strategic alliance with the seller of the 3PL service. This is a strategic alliance in which both 
parties hope to benefit. According to Bagchi and Virum (1998) strategic alliances in general 
are used to rationalize the operations of a company’s business and improve the overall 
competitiveness. The purpose of the alliance is to utilize each part’s competences to get the 
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best result. We therefore believe that the best results can be found when the strengths and 
weaknesses of the companies involved complement each other. Bagchi and Virum (1998) 
further lists what can be said to be the benefits of successful strategic alliances in general: 
 
Strategic alliances – 

 enables partner companies to offer extended product/service rang 
 provides access to a larger pool of talent 
 helps partners obtain better customer value 
 gives access to wider markets 
 enables partners to share resources and risks 
 improves competitive position of the partners in the marketplace 
 allows companies to focus on core competence 

    (Bagchi & Virum, 1998, p.192) 
 
We interpret this list by Bagchi and Virum as a general description of what can be achieved 
through strategic alliances. What exactly constitutes the customer value, core competence etc 
depends on the companies and the business. A strategic alliance here doesn’t refer to the exact 
same thing as a 3PL-partenership, but rather constitutes a framework for what might be 
achieved through the use of 3PL, since we see 3PL-partenships as a form of strategic alliance. 
 
When Bagchi and Virum goes on to what they call logistics alliances (in this thesis the same 
as 3PL) it is suggested that such alliances are formed “in an attempt both to improve delivery 
for their (the shippers) customers and to reduce their own logistics costs” (Bagchi & Virum, 
1998, p. 193).  
 
Andersson (1997) goes on with listing and linking the driving forces behind the setup of 
logistics partnerships. 

 
Concentration on Core Business

Restructuring of the Supply Chain

Cost Reduction
and Service 
Improvement

Logistics Partnership Investment
Reduction

Concentration on Core Business

Restructuring of the Supply Chain

Cost Reduction
and Service 
Improvement

Logistics Partnership Investment
Reduction

 
Figure 3.1 The driving forces behind a logistics partnership (Andersson, 1997, p. 128) 



-21- 
 

Expected cost reductions and improvement of service are both indirectly and directly 
important driving forces, but Andersson (1997) also recognizes that this of course is the case 
for most actions in a company. They were therefore not included in his survey, which instead 
noted concentration on core business as the most important factor for U.S. shippers to set up a 
logistics partnership. 
 
Restructuring of the supply chain is also included in the model. Andersson (1997) explains 
that using a third party logistics provider enables a fast implementation of new structures and 
the ability to make greater changes of the supply chain structure. Furthermore shippers can 
reduce the risk and time involved in entering new markets. 
 
The final driving force in Andersson’s model (1997) is investment reduction. Andersson 
(1997) does however see this aspect more or less as a question of book-keeping benefits 
related to the transferral of fixed costs to variable costs. At the same time though, he identifies 
information systems as a large investment which can be reduced in a third party relationship.  
 
Berglund (2000) also discusses the benefits sought by a shipper when entering a 3PL-
partnership. He concludes these benefits into the six major areas: transition, cost, service, 
flexibility, control and enabling. Transition is the benefit sought by changing from one 
logistics structure to another while enabling is connected to the shipper’s possibility to 
achieve value gain in other areas as a result of the outsourcing.  

3.2.2 Positive effects  
Looking at actual effects of the 3PL partnership Andersson (1997) identifies four areas from a 
shipper perspective that gets affected in a logistic partnership. How these areas can be 
affected in a positive way through a 3PLP can be seen in figure 3.2. 
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Figure 3.2 Positive effects of logistics partnerships and how they are achieved                           

(Andersson, 1997, p. 132) 

According to Andersson (1997) cost reduction and service improvement are the most 
important expected and realised benefits. He is however careful to point out that the positive 
effects on cost and service observed in figure 3.2 are obtained in logistics partnerships that 
have been successful enough to survive initial problems. Furthermore negative effects, in for 
instance the cost area, have been observed, especially in the short term. Andersson (1997) also 
talks about control effects. This means that it is possible to improve the measurability of costs 
and service performance.  
 
Restructuring itself can also be a positive effect. The service provider’s existing system or 
their ability to build new systems can be used. The shipper only has to make small 
investments in the distribution system and thereby gain flexibility in capacity. (Andersson, 
1997) 
 
Most of the benefits mentioned in the theory above seem to go hand in hand with the results 
of a study by Sink and Langley (1997). They have performed a survey with 75 business 
executives of firms using some form of 3PL. The result of that survey lists the following as 
the main benefits of 3PL: 
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 Cost for outsourced functions have been reduced 
 Increased flexibility 
 Service levels for the outsourced functions have been improved 
 Employee base has been reduced 
 Firm is better able to focus on core competencies 
 Capital expenditures for logistics have been reduced 
 Availability of greater/more specialized logistics expertise 
 Improved use of information technology 

(Sink & Langley, 1997, p.182) 
 
Each of the first four benefits was applicable to over 50 % of the participants in the survey. 

3.2.3 How the Third-Party Logistics Provider can create added value 
Virum (1993, p. 355) says that “European transport companies are looking for more value-
added services to compensate for the reduced margins and to solidify their market positions”. 
Is this then what the 3PLP can provide? And if so how is this done?  
 
Aronsson et al (2003) describes what they call the “Total cost model” as a fundamental part in 
analyzing logistics. They (Aronsson et al, 2003) stress that it is the total cost that is essential 
and that cost reductions should be thought of in holistic terms. Together with the total cost 
model seven service elements are introduced and these should be looked upon together with 
the different costs for logistics (Aronsson et al, 2003). As Aronsson et al (2003) describes the 
objective of logistics is to achieve a high level of service performance while retaining a low 
total cost. Obviously this is a contradiction and an optimal compromise between the two 
should be the aim of logistics operations. The total cost model and the seven service elements 
can be seen in the figure below. 
 

Logistics costs

Inventory costs
Warehouse & handling costs
Transportation costs
Administrative costs
Other costs

Service elements

Lead time
Delivery reliability
Delivery performance
Information
Customization
Flexibility
Stock availability

 
Figure 3.3 The total cost model and the seven service elements within logistics operations (Aronsson 

et al, 2003, p.41, translated from Swedish) 
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We see it as it is within this framework that a 3PLP can create added value. The question is 
whether the added value can be created through all the elements in figure 3.3 or are there 
certain areas where the talent of the 3PLP really comes to life? 
 
Berglund (2000) also talks about how the 3PLP can create added value and states that a big 
challenge for the 3PLP is to accommodate their business with services that add more value 
than the customers would be able to achieve by themselves. Berglund (2000) also introduces a 
model, figure 3.4, which considers all modes of value creation available for the 3PLP. 
 

Transition 
managem.

Operational
efficiency

Integration
of customer
operations

Vertical or
horizontal
network 
developm.  

Vertical or
horizontal
network 
developm.  

SC 
managem &
integration.  

Change
managem.  

The 
enabling 
function  

Increasing complexity

Continuous value creation

Provider means for value creation  
Figure 3.4 Modes of value creation for the 3PLP (Berglund, 2000 p. 121) 

3PL-partnerships are all started with a transition of some kind. Sometimes an existing 
logistics process is taken over and business continues as usual, but most of the cases include 
changes in the process structure.  
 
Operational efficiency mode represents value creation of low complexity connected to cost 
and service. One way for the provider to achieve operational efficiency is for example to use 
skilled personnel that are trained in the logistics area and therefore simply do the logistical 
activities faster and better. 
 
Also connected to cost and service are integration of customer service and vertical or 
horizontal network development, but this is done at an increasing level of complexity. These 
three all work in different ways to balance cost vs. service, primary through economies of 
scale. The two most complex modes are much about abilities connected to changing the 
clients’ business system in a wider perspective than just outsourced logistics. 
 
The enabling function is a value creation mode connected to focusing freed resources on other 
activities and a control effect in the shipper’s internal processes. 
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Among the reasons to the different effects, see figure 3.2, in the logistical partnership 
Andersson’s (1997) research points out efficient operations as the single most important 
source of long term benefits and at the same time mentions economies of scale as another one. 
This means that the 3PLP can create the benefits that the buyer is looking for through for 
example utilizing his competence in running an efficient supply chain and by having larger 
transport volumes.  
 
Efficient operations and economies of scale are much like the two first value creating modes 
of 3PLP listed by Berglund (2000). 
 

 Operational efficiency 
 Integration of customer operations 
 Vertical or horizontal network development 
 Supply chain management and integration and change management 

(Berglund, 2000, p.147) 
 
The two last points in the list above are at a higher strategic level. By developing the network 
a 3PLP can create value by using specialized partners concentrating on what they do best. The 
last point describes activities which aim to improve the processes by using the logistics 
competence of the 3PLP.  
 
Virum (1993) describes that it is strategic- rather than operational development that is sought 
for with 3PL and that this requires deeper cooperation between service user and service 
provider on several issues not normally touched upon in the normal transport service contract. 
To investigate in detail how a 3PL-partnership can reduce uncertainty, increase productivity, 
improve quality and let the parties share generated benefits Virum (1993) uses the results 
from five different case studies of 3PLP in Europe. 
 
To provide the strategic advantages that Virum (1993) mentions the 3PL mainly utilizes two 
methods. Incorporating additional business they aim to lever their own resources in operation. 
It is here argued that the larger logistical networks including warehouses, information 
technology and logistical competence of 3PLP provide possibilities that smaller operators, 
competing mainly on price, cannot match. The second advantage mentioned by Virum (1993) 
refers to the longer time perspective of a 3PL-partnership. Virum (1993) argues that the 
ultimate goal of the 3PL-relationship is to provide benefits that can only be achieved through 
strategic logistics alliances. And here strategic goals like defending a position as market 
leader and the improvement of a market position are mentioned. 
 
It is concluded by Virum (1993) that the 3PLP compete for the shippers’ business by 
providing better service than the industry average rather than giving a lower price. Virum 
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(1993) also argues that ideally the 3PLP should be able to provide service at the same 
performance level as the leading players within the shippers’ industry segment. 
 
According to Virum (1993) the 3PLP are of the firm belief that the sought for win-win 
benefits of 3PL-partnerships can be achieved in a number of ways. The shippers may benefit 
from lowered costs and here indirect costs are seen as having the best potential for being 
reduced. Turnkey services in complicated markets as well as one stop shopping for logistics 
services are also named by Virum (1993) as benefits that are achievable through 3PL. We do 
however believe that one stop shopping for logistics services is strongly related to the 
reduction of indirect costs since the main benefit of this as we see it is faster and simpler 
ordering processes and simpler processes ultimately lead to lower indirect costs and/or freed 
labour resources. Freeing labour is described by Virum (1993) as channelling recourses to the 
core business of the shipper which is something that we have already described as one of the 
objectives with 3PL. 
 
Concluding, Virum (1993) mainly thinks that a 3PLP should provide better service. Better 
service here refers to both providing a larger number of services than the normal freight 
forwarder as well as referring to delivering these services at a higher performance level than 
the average competitor. These traits will create simpler working processes for the services 
user which will free recourses. The freed recourses may either be superfluous, and provide a 
possibility to reduce indirect costs, or they can be redirected to let the service user concentrate 
on its core business. 

3.3 Potential risks when using Third-Party Logistics 
Most users of 3PL seem to be satisfied with the performance of the 3PLP. According to 
Langley et al (2003) the percentage of 3PL-users in 2003 that thought their outsourcing was 
either “somewhat successful” or “extremely successful” was as high as 90 % in North 
America. The same numbers for Western Europe and Asia Pacific were close to 80 %. 
Langley et al (2003) do however identify some disappointments regarding some of the core 
competencies sought with 3PL. It is however not only operational risks, like high cost and 
poor customer service, that we feel needs that needs to be taken into consideration, but also 
the strategic aspect. 

3.3.1 Strategic risks when using Third-Party Logistics 
When deciding to outsource activities earlier done in-house (like in the case of entering a 
3PL-partnership) this will create changes at a strategic level, which means that a company 
must look at the risks higher up in the organisation. Leavy (2004) identifies two of the most 
important strategic risks as losing key skills for the future and the risk of making the 
outsourcing move at the least suitable time in an industry’s evolution. 
 
Leavy (2004) gives some practical examples of these strategic risks not being given enough 
attention. For example, in the early 1980’s General Electric decided to outsource the 
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production of some of their microwave ovens to, the at the time not so well known company, 
Samsung. With the market growing General Electric soon ended up in a dependence spiral 
where most of the investments and skills went to Samsung, which in turn could grow rapidly. 
Outsourcing at right time is according to Leavy (2004) much a question of outsourcing when 
a product changes from being innovative to becoming commodity.  

3.3.2 Operational risks when using Third-Party Logistics 
In the survey of Sink and Langley (2003) complaints like these can be found: “service level 
commitments not realized”, “lack of continuous improvement” and “prices increase once the 
relationship has commenced”.  
 
Langley et al (2003) further elaborates about the service level and states that 3PL-users and 
providers also seem to run into more and more problem when negotiating the service level 
before the agreement. Langley et al (2003) believe their survey suggests that users have high 
expectations about the service levels and this might lead to users moving back and 
“insourcing” the 3PL services.  
 
Sink and Langley (1997) also performed a survey that gave some insight into problems 
related with outsourcing logistics. Their results were similar to those mentioned above in 
saying that more 3PL-users subscribe to the benefits of 3PL than subscribe to the problems. 
However quite a few respondents to Sink and Langley’s survey reported that they had 
experienced the following problems: 
 

 Control of outsourced function(s) has diminished 
 Time and effort spent on logistics have not decreased 
 Cost reductions have not been realized 
 Quality of third-party employees has not been realized 
 Service level commitments have not met our expectations 
 Unsatisfactory transition occurred during implementation stage  
 Customer complaints have increased  

  (Sink & Langley, 1997, p.182) 
 
The first two applied to over 30 % of the respondents in the survey. 
 
When studying a company and its perceived problems with a 3PL-partnership it’s on the other 
hand important to look at the whole picture. This is acknowledged by Andersson (1995) who 
made a case study of four different companies. Especially one of them, referred to as 
company A in the survey, experienced some problems since logistics costs increased, while 
service levels went down. Andersson (1995) does however point out that structural changes 
were made at the same time and that these could be part of the reasons behind the problems. 
Furthermore, the main goal for the company engaging in a 3PL-partnership was to 
concentrate their efforts on core business. Another important note made by Andersson (1995) 
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is that the alliance only had been operational for one year, which made it somewhat early to 
evaluate. 

3.4 The Third-Party Logistics-process 
According to Bagchi and Virum (1998) the formation of a 3PL-partnership can be described 
as a three-phased process, the first one being “Need Awareness”, the second one “Formation” 
and the third phase is called “Management”. Sink and Langley (1997) however describe the 
same process with the five step model illustrated in figure 3.5. Sink and Langley (1997) states 
that although the five steps are distinct in nature there is nothing that proves that the process is 
as linear as the picture. Some steps may be omitted entirely and looping back to an earlier 
stage is also something that may occur. 
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Step 5: Ongoing Service Assessment
• Qualitative and Quantitative Measurement
• Control Performance/Continuous Improvement
• Enhance Relationship or Replace Supplier

Step 1: Identify Need to Outsource Logistics
• Recognize Problem(s) or Opportunity
• Obtain Top Management Approval
• Form Buying Team
• Community with Line Management

Step 2: Develop Feasible Alternatives
• Use internal Expertise/Knowledge/Experience
• Hire Outside Expert and/or Obtain Supplier Insight

Step 3: Evaluate and Select Supplier
• Develop Criteria/Identify Likely Suppliers
• Obtain Required Data
• Evaluate/Qualify Candidates
• Choose Supplier

Step 4: Implement Service
• Devise Transition Plan
• Provide Training to Support Change
• Phase-In Service Adoption
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Figure 3.5 3PL buying process (Sink & Langley, 1997, p.175) 

3.4.1 Step 1, 2 & 3 – From identified need to selected supplier 
Steps 1 to 3 are in the outskirts of the scope for this thesis, but we will summarize them here 
to give context to the following theory and completeness to the description of Sink and 
Langley’s model (1997).   
 
As seen in figure 3.5 the first step starts with the recognition of a problem or an opportunity. 
The research of Sink and Langley (1997) suggest that such problems quite commonly are 
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unsatisfactory distribution expenses, employee levels or capacity constraints. The approval of 
top management is underlined. Since over 40 % of the recipients in the survey of Sink and 
Langley (1997) stated that the person recognizing the need for outsourcing was in fact the 
President or CEO, the approval of the same should be easily attainable in many instances. A 
cross-functional team composed of managers from several organizational levels seems to be 
the most effective in managing the buying process (Sink and Langley, 1997). Such a team is 
also a step in the right direction to assure the communication with lower operational levels. 
These levels are called “Line Management” in the model, and since they are the ones whose 
day to day operations are going to be influenced the most, it is very important to include them 
in the process at an early stage (Sink and Langley, 1997).  
 
Moving on to step two the work gets increasingly more difficult. Here starts the cumbersome 
task of translating abstract goals like “we want ‘world-class’ distribution” into highly 
specified goals that can be communicated to future suppliers (Sink and Langley, 1997).  
 
In the third step criteria for selecting the supplier are formulated. References from current 
customers, cultural compatibility, financial strength etc. seem to be involved frequently (Sink 
and Langley, 1997). Potential suppliers are most commonly identified through word of mouth 
from colleagues with experience concerning 3PL. Consulting the present supplier of related 
services is also quite occurring when selecting a 3PLP as well as using the help of outside 
consultants (Sink and Langley, 1997). The study of Sink and Langley (1997) suggest that six 
to eight suppliers are considered by the buying team before choosing one. When selecting the 
final supplier the decision is often based on a request for proposal (RFP). The RFP quite 
commonly requests the potential suppliers to respond to likely business scenarios. These 
responses can then be analyzed with respect to the importance of different qualities sought 
after by the buying team (Sink and Langley, 1997). 

3.4.2 Step 4 – Implementation 
When it comes to the implementation process we are getting closer to the focus of this study, 
but the focal point will mainly be step 5.  
 
In Sink & Langley’s (1997) five-step model we see that step four is called “Implement 
Service” and how this step is composed of three different phases. Although it on this level can 
seem to be a quite straightforward linear process to implement the 3PL service, this might not 
be the case. Lindskog (2003), who has investigated the change process for implementing 3PL, 
says that a linear model for the change process can be sufficient from an overall system 
perspective. He (Lindskog, 2003) does however also say that when the perspective is moved 
to a lower level and one studies the interaction between the change leader and affected groups 
a “processual model” and “circular model” also become visible. 
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Figure 3.6 The Linear-, the Processual- and the Circular model of change (Lindskog, 2003, p. 24-25) 

The linear model suggests a distinct transition. First the ideas are formed and preparatory 
work is conducted and then a decision is taken regarding whether to continue or not. If it is 
decided to continue the implementation process starts. In a somewhat contradiction to this 
stands the processual model. In this model the formation of a new system goes hand in hand 
with the implementation. The difference compared to the linear model is that the linear model 
clearly separates formation and implementation with a decision point. The circular model is 
similar to the processual model since the two steps in each process are interlocked. In the 
circular model a clear end is however not defined. The circular model can be compared to 
what is normally called trial an error. By trying, observing the result and then basing the 
future actions on the result the process moves on. 
 
We will not further elaborate on these processes here, but the point is that even within the 
fourth step of Sink and Langley’s model there are looping and interaction between the actors 
of the process. The actors participating in the process of changing into 3PL and the context in 
which the process takes place must be taken into consideration when implementing 3PL and 
in the studying of the same (Lindskog, 2003).  
 
Lindskog (2003) also points out that especially the context perspective is something that often 
is lost in other studies. He argues that an isolation of the 3PL implementation process may 
render in a different picture (further from the real one).  

3.4.3 Step 5 – Evaluating the Third-Party Logistics-partnership 
The fifth step in Sink and Langley’s (1997) five-step model is an ongoing service evaluation. 
This process continues for as long as the logistical alliance is in effect and the outcome of it 



-32- 
 

decides what to do with the existing agreement. This assessment must include both qualitative 
and quantitative tools and the reviews should be conducted by personnel that regularly 
interact with the supplier and are qualified to evaluate every aspect of the relationship. Sink & 
Langley (1997) also includes continuous improvement in the fifth step to ensure competitive 
performance.  
 
It can here be of interest to recall that we already in the very beginning of the frame of 
reference talked about quantitative measures. We will get back to the so called KPI and 
information on how to choose them in a minute.  
 
In our eyes in Sink and Langley’s (1997) assessment is something done on a continuous basis, 
but there are others suggesting a more extensive evaluation of the 3PL-partnership. One 
example of this is Andersson and Pruth (2004) who describe the practical process of 
evaluating the 3PL-partnership by using a five step model: 
 

1. Controlling the 3PL-contract 
This is done to give a clear picture of what really was agreed upon by the parties. 
 

2. Evaluating cost and service I 
Evaluation does in this step include ranking the importance of different elements, for 
example which of lead-time and cost of transportation is most important? The 3PL-
buyer should then evaluate how well the 3PLP have performed in the different 
categories.  
 

3. Evaluating cost and service II 
In the third step the development in the different categories should be evaluated. This 
to make sure that the 3PLP gets involved in developing the partnership and that also 
the buyer gets a part of the benefits from the improvements.  
 

4. The relation between 3PL-buyer and 3PL-seller 
Since both communication and a good relation are very important in a well working 
partnership these should be included in the evaluation model. Evaluation of these areas 
helps to enlighten the good and the bad areas in the relationship.  
 

5. Risk analysis 
For every identified risk the possibility of it occurring and the consequences of it are 
evaluated. 

 
One reason for us thinking that this is a more extensive assessment is that the first step talks 
about checking the contract. This is something that we feel isn’t necessary to do on a regular 
basis since a contract isn’t changed that often. However, in a more thorough evaluation this 
step is of course important, since it shows what really is agreed on. 
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When talking about evaluating a 3PL-partnership Andersson and Pruth (2004) also makes 
some other points. One is that lack of background data to compare with often is a large 
problem when evaluating the partnership. The situation before starting the 3PL-partnership 
must be know if an assessment of the present situation is to be meaningful.  
 
A conclusion that we would like to make from this chapter is that one need to remember to 
use both quantitative measures like KPI as well as qualitative ones like communication when 
doing a evaluation. The contract also needs to be looked at to make sure no party is blamed 
for failing to do something that was not agreed on. 

Evaluation through the contract 

All logistical and administrative activities should be evaluated and in some cases it might be 
necessary to terminate a third-party logistical alliance due to poor service or unacceptable cost 
levels. For this reason Sink & Langley (1997) stresses the importance of a formal contract that 
address the terms under which the agreement may be cancelled by the purchaser. 
 
Boyson et al (1999) mention that as well as being the cornerstone that joins the parties in an 
outsourcing relationship the contract should provide for more incentives for cooperation 
among the parties in the 3PL-partnership than a strictly arm’s length market transaction. They 
do not however explain in detail how this could be done. Instead the very extensive survey of 
Boyson et al (1999) names cost of services as the most important provision to be included in 
the 3PL-contract, followed by performance metrics and termination clauses. Human resources 
and gain sharing were considered to be significantly less important to include. It is suggested 
that gain sharing got a poor rating due to the difficulties in implementing such programs 
(Boyson et al, 1999). 
 
An important conclusion that can be made from Boyson et al’s (1999) article is that a contract 
can and should be used to improve the partnership. One way of practically doing this is to use 
a pricing model in the contract that gives incentives for the 3PLP to reduce costs and work 
more effectively. Andersson and Pruth (2004) talk about three different kinds of pricing 
models that vary in to what extent they give this incentive to the 3PLP. These three different 
models are: 
 

 Fixed admissions, which gives a very strong incentive to run the operation efficiently 
since the 3PLP takes over the risk of the actual cost. The problem is that the 
improvements aren’t shared between the 3PLP and buyer in the partnership. 

 
 Actual cost plus a profit margin, doesn’t give any direct incentives for lowering 

costs. If the profit margin uses the actual cost as a base the incentive is instead for the 
3PLP to make the actual cost as high as possible.  
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 Actual cost plus a fee for management. Resembles the pricing model above, but a 
fixed fee is used that doesn’t vary with cost or volume which gives an incentive for the 
3PLP to lead the activities in the partnership more effectively. However, just like with 
fixed admissions the improvements aren’t shared between the parties. 

 
All three pricing models have a problem with either not giving strong enough of an incentive 
or not sharing the profits made. Andersson and Pruth (2004) therefore explain that all three 
pricing models can preferably be complemented with some kind of profit sharing or incentive 
program that supports a plan for common developing of the partnership. A mix of the pricing 
models above can also be used.  
 
Even though the contract is supposed to give incentives, it must be remembered that you don’t 
want a contract that doesn’t give your partner freedom enough to do a good job. Van 
Laarhoven et al (2000) talks about contracts changing in nature and being extremely detailed 
concerning prices and service levels, but at the same time give possibilities for the 3PLP to 
shape the logistic activities. Letting your 3PLP take big responsibility in doing this is 
something that we feel should be stressed. We think the 3PLP is a partner that you want to use 
for his logistical capabilities and if you as a buyer use a very strict contract these capabilities 
may not come to use.  

Managing the relationship  

Aside of what is to be included in a 3PL-contract Boyson et al (1999) investigated which 
person or function, within or outside of the organisation, that was perceived to be the most 
effective in managing the relationship with a 3PLP. The results indicate that a centralized 
system within the firm is best suited for the task. The Chief Logistics Officer (CLO) was 
named most important followed by three different kinds of cross-functional teams within the 
organisation (Cross-Functional Headquarters (HQ) Team, Cross-Functional Strategic 
Business Unit (SBU) Level Team and Cross-Functional HQ/SBU Team). These seem to be 
considered far more effective than for example an outside consultant, which was ranked at last 
place in the survey. The CLO getting a significantly better rating is interpreted as an 
indication that firms prefer to have one single “spider in the web” that leads the operations. 
Furthermore this person should have good insight in the company’s logistic structure and 
significant decision-making power (Boyson et al, 1999). 
 
When it comes to effectively monitoring the performance of the 3PL-partnership the research 
of Boyson et al (1999) states Performance Metrics to be the method perceived as being the 
best alternative. Boyson et al (1999) also point out that companies seem to be aware of other 
methods. Joint Review Meeting is perceived as being the second most effective way to 
monitor the relationship. The importance of monitoring the performance of the partnership 
together with the 3PLP is in accordance with Bagchi and Virum (1998) who pinpoint clear 
communications as a foundation for a well performing logistics partnership.  
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The research of Boyson et al (1999) gives an example of the importance of a good 
relationship. It is about a logistics specialist, from a world-wide manufacturer of computer 
equipment, who claimed that the objective was not to force the 3PLP to provide lower costs 
each year. Instead they worked together with the 3PLP towards productivity and encouraged 
the 3PLP to bring new ideas to the table. 

Evaluation metrics 

To be able to evaluate the performance in different categories we do however need to know 
which categories should be evaluated, i.e. what should we measure? We have mentioned that 
we need both qualitative and quantitative evaluation, but what is there more to think about 
when selecting measurements? Abrahamsson and Aronsson (1999) give some guidance 
talking about performance measurements becoming increasingly non-economic and directly 
related to the manufacturing strategy. Furthermore they vary by location, change over time, 
are easy to use and provide fast feedback. They should also make way for improvements 
instead of just simply supervise. (Abrahamsson & Aronsson, 1999) 
 
These are much the same points made about performance measurements in production related 
theory. Olhager (2004) used seven different properties for performance measures, all basically 
covered by Abrahamsson & Aronsson (1999). Out of these seven properties we feel that most, 
if not all, can be used when measuring a logistics partnership, at least after certain 
modification. This gives us the following properties: 
 
Measurements should –   

 be directly related to the logistics strategy. They should also be used to see how well 
the strategy has been fulfilled. 

 
 primarily be non-financial in nature. Financial KPI should always be used on a on 

more aggregated level. It is better to evaluate the daily operational with directly 
related figures. 

 
 vary by location. KPI should be adjusted locally and be different in different parts of 

the company. 
 

 vary over time. The situation might change and so might also the things that are 
important. 

 
 be easy to understand and easy to use. The measures should therefore be simple and 

not consist of index or complicated key figures based on division. 
 

 provide fast feedback. This to give everyone involved continuous and correctly 
updated information. 
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 give information that can be used for improvements rather than just supervising how 
the work is done. 

 
Olhager (2004) also talks about two major rules concerning measurements: 
 

1. You can’t control something that you don’t measure. 
2. Things measured are acknowledged as important. This influences behaviour and by 

doing so also produces result. 
 
All in all we feel that these are important points that should be taken into account when 
deciding on what KPI to use. Of course it can be quite hard to oblige all of these rules, but 
since some points may be more important in certain situations they still provide a good 
foundation to start from.  
 
When looking more exactly on which measures that actually are used by different companies 
Abrahamsson & Aronsson (1999) provide some input with their study of different 
measurements generally used within the Swedish industry. Among other things measurements 
used within distribution were studied and the responses from the companies can be seen in 
table 3.1. 
 

Distribution Related Performance Measures

Measured by many

Measured by few

Important but 
difficult to measure

Tied up capital
Turnover rate
Availability

Order handling volume
Order handling
Productivity
Total cost

Number of deliveries on time

Distribution Related Performance Measures

Measured by many

Measured by few

Important but 
difficult to measure

Tied up capital
Turnover rate
Availability

Order handling volume
Order handling
Productivity
Total cost

Number of deliveries on time

 
Table 3.1 Distribution related performance measures used within the Swedish industry. 

(Abrahamsson & Aronsson 1999, p. 270) The original has been modified 

We think that table 3.1 provide some input on different measures that can be considered. We 
do however at the same time feel that it is important to not draw the conclusion that these are 
the most common measures and therefore also the ones that should be used. The measures 
must instead be chosen differently depending on the situation. There are no real standard 
measures that fit all situations. This is something that also is acknowledged by Andersson and 
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Pruth (2004) when they explain that when designing a measuring system for logistics you 
need to know how the system is supposed to work and consequently also which measures that 
are relevant for that system.  
 
Abrahamsson & Aronsson (1999) also realize this and they don’t really draw any conclusions 
on what measures that should be used from table 3.1. Instead their main conclusion is that 
measurements used within Swedish industry mainly focus on the daily situation rather than 
structural change.  
 
Andersson & Aronsson (2004) explains a model in which different types of measures are 
classified into four groups and that a measuring system should include measures from all four 
areas, displayed in figure 3.7.  
 

Function performanceProcess performance

Physical KPI

Financial KPI

1

Lead-time
Customer service
Process flexibility

43

2

Budgets 
Cost used resources
ROI

Difficult, there are 
some methods such as 
Activity Based Costing

Utilization
Productivity
Turnover rate

Function performanceProcess performance
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Financial KPI

1

Lead-time
Customer service
Process flexibility

43

2

Budgets 
Cost used resources
ROI

Difficult, there are 
some methods such as 
Activity Based Costing

Utilization
Productivity
Turnover rate

 
Figure 3.7  Measures classified into four different groups (Andersson & Aronsson, 2004, p. 7) 

It has however been shown that it is mostly measures from quadrant one and four that have 
been used on a broad basis. The other measures, from quadrant two and three, are only used 
by a small number of companies. Only using two quadrants will however lead to a measuring 
system that is underdetermined (Andersson & Aronsson, 2004).  
 
An example of the importance of measuring enough can be if a company for instance 
measures its transportation costs and sees that it is 10 % lower than last year. To know if this 
means that the transportation is more efficient, knowledge about physical measurements like 
shipped volumes, transport distances etc. is needed. (Andersson & Aronsson, 2004) 
 
Andersson and Pruth (2004) recognize that when implementing a 3PL-partnership it may 
seem like the logistics costs have increased. One explanation could however be that some 
costs were hidden in the overhead costs earlier and that these costs were paid by different 
business units instead of being aggregated. It is therefore essential to evaluate the total cost 
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and not the cost from different parts. Furthermore, the cost for implementing the system must 
be differed from the costs for running the system. (Andersson & Pruth, 2004) 

Getting evaluation results 

Andersson & Pruth (2004) suggest a score matrix where the results from steps two and three 
in their five-step model can be compiled. 

”Acceptable”

”Good”

”Over performance”

”Under performance”

1

2

X/2

Performance

0 X

Importance

”Acceptable”

”Good”

”Over performance”

”Under performance”

1

2

X/2

Performance

0 X

Importance

 
Figure 3.8 A score matrix to compile the result from collected data.                                       
(Andersson & Pruth, 2004, p. 30) The original has been modified 

Looking at the figure one might feel that the performance is straight forward to make an 
assessment about, but how do you decide on which category is the most important to perform 
well in? To do this, pair-wise comparison can be done which helps to decide on what to 
concentrate on when different functions are in conflict. This is done by simply comparing all 
different objects with each other after which a result on which to consider as most important 
can be received.  
 
The result from the comparison used in combination with an assessment on how well the 
performance in each category has been can be plotted in figure 3.8. A figure like this is 
however not needed to draw conclusions, but it might be of help when illustrating the actual 
result. When it comes to using the results, Abrahamsson and Aronsson (1999) states that 
measurement should be used to ensure that the system really gets implemented in the way that 
has been planned. 

3.5 Key-factors for success in Third-Party Logistics 
Earlier we have talked about both the potential benefits of engaging in 3PL and possible 
problems related to the same. What can then be done to avoid hazards and make a 3PL 
partnership flourish? 
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There seems to be two very important traits of successful 3PL partnerships in Europe (Bagchi 
& Virum, 1998). The first characteristic is an atmosphere of openness and mutual trust 
between the provider and the supplier. The second characteristic is a clear line of 
communication. In their (Bagchi & Virum, 1998) case study they give an example of a 
partnership blossoming into a win-win relationship due to good cooperation and mutual 
understanding as well as an example of a logistics service provider who lost contracts due to 
rigid viewpoints about logistics needs. Furthermore Bagchi and Virum (1998) conclude that 
there is no substitute for cooperation on mutual needs and expectations. From the case study 
six critical factors are identified: 
 

 Customer satisfaction is the heart of the relationship and should be the focus of all 
efforts. Customers need to articulate clearly their needs and wants. Providers have to 
understand these needs and acquire the necessary capabilities. 

 
 People are most important assets in making an alliance work. They should be well-

trained and motivated individuals dedicated to rendering excellent service and 
empowered to act. 

 
 Communication should be clear and preferably on-line. Expectations should be shared 

and surprises minimized. Cooperation between parties for developing seamless 
communication is essential. 

 
 Continuous improvement should be the guiding philosophy. 

 
 Logistics providers must develop value-adding capabilities ultimately if they are to 

take over complete logistics responsibilities. 
 

 Alliances must achieve finite, measurable results. Alliances must achieve superior 
results. Results must be periodically benchmarked.  

   (Bagchi & Virum, 1998, p. 211)  
 
Van Laarhoven et al (2000) concludes, in their survey of 53 shippers using 3PL in northern 
Europe, that more than half of the respondents deemed their 3PL-partnership “highly 
successful”. They (van Laarhoven et al, 2000) do however admit to not interviewing shippers 
who had terminated their 3PL-agreement since the original survey five years earlier. We 
believe that interviewing these shippers might have provided interesting insight into whether 
some key-factors were overlooked in these cases. Still van Laarhoven et al (2000) points out 
three important factors for success that often are mentioned in the literature and to some 
extent overlap the findings of Bagchi and Virum (1998): 
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 Well-defined requirements, procedures and systems: the success of a partnership 
depends on having clear definition up-front of delivery service-levels, material flows, 
inventory control, order management etc; 

 
 Close relationship: a close working relationship between the shipper and service 

provider is considered crucial for the success of the partnership;  
 

 Top management involvement: involving the CEO helps to overcome the natural 
reluctance to outsource activities that were previously carried out by the shipper.  

   (van Laarhoven et al, 2000, p. 438) 
 
In addition to this van Laarhoven et al (2000) use their own survey to identify what 
characterizes 3PL-partnerships that are seen as “highly successful”. They (van Laarhoven et al, 
2000) confirm that these partnerships are at least “more successful” than others because of 
more substantial cost reductions, a higher renewal rate (85% compared to 56%) and lower 
current concerns. The findings about the partnerships deemed as “highly successful” can be 
summarized with the following quotes: 
 

“In the successful partnerships the shipper has a leading role in the design of procedures 
and systems, and the provider has a leading role in executing these activities.” 

 
“In more successful partnerships, transportation and warehousing activities are 
subcontracted to second-tier providers to a larger extent.” 

 
“Providers customize their process and dedicate their assets to a larger extent in the more 
successful partnerships.” 

 
“Successful partnerships regularly conduct performance reviews to a much larger extent 
than less successful one; also, contracts more often include penalties for both shipper (in 
case volumes targets are not met) and providers (in case performance levels are not 
attained).” 

   (van Laarhoven et al, 2000, p. 439) 
 
The first quote seems to contradict the notion that the logistic expertise of the provider is best 
suited when choosing second tier suppliers and designing a new system. An example given by 
van Laarhoven et al (2000) state that the second-tier providers of warehousing were selected 
by the shipper in 90 % of the “highly successful” partnerships and only in 52 % of the other 
ones. The corresponding percentages for selecting second tier forwarding were 65 % and 
45 %. We do however believe that if the shipper is involved in choosing second tier providers 
this is an indication that there is good communication and a willingness to understand the 
counterpart within the partnership. We therefore suspect that the reason for these partnerships 
being successful is the good communication attributed to the partnership rather than the fact 
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that the shipper is selecting the second-tier suppliers. The first quote is however used in 
context with the importance of clear separation of responsibilities between parties. This can in 
turn also be a sign of good communication since it must be easier to understand one’s own 
obligation as well as what can be expected from one’s counterpart, if the responsibilities of 
each party are well-defined as well as well-communicated. 
 
We have earlier noted that most 3PL-users seem to be pleased with their 3PL-partnership. 
There is however a problem with these numbers. Most surveys, e.g. Langley et al (2003), on 
the subject are conducted with users of 3PL, i.e. the views of 3PL-dropouts are not likely to 
be expressed. A contradicting number is given by Corporate Executive Board (CEB, 2001) 
that cites a survey from 1998 stating that 43 % of identified users of 3PL in North America 
cancelled at least one 3PL-contract that year. Three main reasons for the 3PL-partnerships 
failing are given by the CEB (2001): 
 

 Insufficient care in selection of 3PLPs. 
 Inefficient coordination during integration of the 3PL. 
 Improper management and evaluation of the established relationship. 

   (CEB, 2001, p. 4) 
 
It is here argued that companies might rush their 3PL decisions and therefore don’t define the 
objectives and expectations of the 3PL-partnership to a sufficient degree. This might lead to a 
situation where the company doesn’t have proper criteria to use when evaluating and selecting 
the 3PLP (CEB, 2001). Regarding the coordination, 3PL-partnerships quite often involve 
different departments as well as a lot of people, within both the shipper and the 3PLP. If not 
properly coordinated, there might for example be glitches in the communication between 
departments as well as between companies (CEB, 2001). 
 
Andersson et al (2005) have also investigated the impact of good coordination on a 3PL-
partnership, in terms of the supplier using a KAM-like (Key Account Manager) function 
towards the buyer. According to them (Andersson et al, 2005) several problems and 
complaints about the 3PL-partnership’s performance can be traced down to the coordination 
of the service package to meet the expectations of the buyer. The conclusions drawn by 
Andersson et al (2005) from their survey are that the coordination of the 3PL-service and the 
mediating towards the buyer are normally performed by the 3PLP. This coordinating is often 
seen, by the buyer, as fairly successful on an operational level, but a more proactive partner is 
needed on the strategic level. A better coordination between the strategic- and operational 
level is also sought for (Andersson et al, 2005). 
 
CEB (2001) argue that lack of proper evaluation also is one of the things that might ruin the 
3PL-partnership. Two patterns are noted in this context. The first is that the 3PL-partnerhip 
weakens after the initial integration, meaning that communication becomes scarce and 
infrequent. This in turn leads to a situation where the provider find it difficult to operate due 
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to lack of information. The second pattern is that some relationships don’t use the right type 
of performance evaluation. Either the measurements used are established within other 
contexts in the company or they are just vague or unachievable (CEB, 2001). 

3.6 Possible influences from the Japanese setting 

3.6.1 Logistics in Japan 
Smagella (2004) theorizes that since Japanese manufacturing practices for quite some time 
have been seen more or less as world standard, the same could also be expected for Japanese 
methods of logistics management. Research does however show that Japanese-owned 
logistics companies in Europe struggle to meet such expectations. Smagella (2004) talks about 
a clash of cultures being the reason behind this and how the idea of supply-chain efficiency 
dominates the logistics worldwide while traditional concepts of service, flexibility and quality 
still take precedence in the Japanese approach. Through interviews it was revealed that 
European managers did not fully understand the payoff of the Japanese service strategy. 
Another clear difference was the extra effort made by Japanese managers to maintain long-
term relationships (Smagella, 2004). 
 
Smagella’s (2004) article finally states that Japanese logistics suppliers should act to adapt to 
the European market. One conclusion to be made from this is that differences between 
European and Japanese logistics exist and if Japanese companies are to adapt to European 
standards when working in Europe, one might expect that European logistical companies must 
work differently when acting on the Japanese market. 
 
Pirog and Lancioni (1996) have studied the differences between distribution channels in the 
United States and Japan. The differences are apparent with a much more complex structure in 
Japan driven by considerations that are still unfamiliar to many Western managers (Pirog & 
Lancioni, 1996). The major differences are shown in table 3.2. 
 

USA

General defined structure by industry

Fast transfer of title

Stressed economies of scale
for the entire channel system

Decision making driven by cost
minimization and service maximization

Japan

Varied structures within the same industry

Slow transfer of title

Economies of scale stressed at 
each level in the channel: 
not as a system 

Channel decisions driven by
customs and saving of face

 
Table 3.2 Differences between distribution channels in USA and Japan                                          

(Pirog and Lancioni, 1996, p. 54) 
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When looking at the differences in 3PL between Asia on one hand and Europe and North 
America on the other, figure 3.9 can be of assistance to see the differences in what kind of 
services that are outsourced. 
 

Logistics Activity North AmericaWestern EuropeAsia Pacific
Outbound Transportation 71% 95% 87%
Warehousing 73 91 46
Inbound Transportation 62 71 62
Customs Clearance 62 67 33
Freight Forwarding 57 67 41
Shipment Consolidation/Distribut. 37 62 16
Customs Brokerage 66 57 N/A
Cross-Docking 37 43 33
Product Return and Repair 16 43 5
Return/Reverse Logistics 28 38 N/A
Fleet Management 12 38 21

Outsourced Logistics Services

 
Figure 3.9 Outsourced logistics services in different regions                                                         

(Langley et al, 2003, p. 9, resorted excerpt) 

In figure 3.9 we see that the top ranked activities to be outsourced are basically the same in 
North America, Western Europe and Asia Pacific. The figure does however indicate lower 
percentages for Asia Pacific compared to the other two. More specifically, if you exclude 
inbound- and outbound transportation the outsourcing of the remaining activities is 
significantly lower for Asia Pacific.  
 

78% 79%

58%

0%

20%

40%

60%

80%

100%

North America Western Europe Asia Pacific

 
Diagram 3.1 3PL user percentages in different regions 2003 (Langley et al, 2003, p. 8). 

When looking directly at the percentage of respondents to the survey in figure 3.9 we see a 
notable difference between Asia Pacific and the other two regions. Langley et al (2003) also 
points out that especially the percentage for Asia Pacific may be higher than the actual one, 
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since they think that there is a greater likelihood that users of 3PL have responded to the 
survey than non users of 3PL. 
 
We think that the results in figure 3.9 and diagram 3.1 indicate that the utilization of 3PL 
according to our definitions (several logistics services being provided as a package solution 
by the 3PLP) is less widespread in Asia Pacific compared to the other two regions in the 
survey by Langley et al (2003).  
 
We do of course admit that Asia Pacific may not be a perfect representation of the conditions 
in Japan. The differences within Asia Pacific may be significant. The survey by Langley et al 
(2003) is however the best comparison that we have found of differences in 3PL-usage 
between different regions and we think that as such it has its merits.  

3.6.2 Uchi versus Soto and Tatemae versus Honne  
Not only structural differences like differences in supply chain channels and usage of 3PL can 
affect a 3PL-partnership in a Japanese setting. More social aspects like how people behave 
and organisational structure also play an important part. Hendry (1995) have described two 
concepts that are often used when discussing how the Japanese society differs from the 
western one.  
 
The first concept is based on the two Japanese words “uchi” and “soto”. “Uchi” roughly 
translates as meaning inside and “soto” as outside. These terms refer primarily to the inside 
and outside of the home. Hendry (1995) states that Japanese children from an early age learn 
to relate the inside of the home with cleanness and safety and the outside with dirt and danger. 
In a wider sense “uchi” and “soto” also influence how Japanese people position themselves in 
their social context. Japanese people therefore position themselves within a number of 
different groups, depending on the situation, and a distinction can always be found between 
the inside and the outside of the group (Hendry, 1995). As for the child at home Japanese 
people relate the group to safety and certainty while the environment outside the group is seen 
as unsafe.  Examples of such groups are one’s family, company, work unit, drinking buddies 
etc. These groups may also overlap and this further complicates the picture. The traits 
described above might of course also apply to people from Western Europe or North America 
etc. The point is that the sense of belonging to a group plays a more significant part in 
Japanese society.  
 
We believe that making a clear distinction of what belongs to and what is outside of a group 
of course might help to create team spirit within an organisation and promote cooperation. It 
might however also hinder communication and cooperation with parties seen as being outside 
of the group. Different groups of companies, companies by themselves and departments 
within companies may play intricate parts at for example an organizational change or the 
introduction of a new partner in a Japanese environment. 
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The second concept is explained with the two Japanese words “tatemae” and “honne” and is 
closely related to the concept of “uchi” and “soto” explained above (Hendry, 1995). 
“Tatemae” literarily means what’s put up in front, referring to the social demeanour that is put 
up in front and showed to the outside world, while the word “honne” refers to ones true self in 
terms of opinions and believes. Connected to the concept of in-group and out-group Japanese 
people tend to only reveal their true opinions “honne” to people who are considered to be 
close or within a certain group. The façade of “tatemae” is put up as a public behaviour 
towards strangers or people that are outside of the own group (Hendry, 1995). 
 
Once again one might feel that this behaviour is something that can be found almost anywhere. 
We think that almost everybody change their behaviour, at least slightly, depending on the 
context. What makes it a bit more peculiar in the Japanese case is that it results in 
consequences together with the importance placed on harmony in Japan (Hendry, 1995). For 
example is decision through consensus very important in Japan and while the Japanese seem 
amazingly unanimous in some cases, the existence of “tatemae” might actually be the reason 
for this. Rather than disrupting the harmony of the group an individual, who’s actual opinion 
(honne) disagrees with the rest, might agree on the surface (tatemae) to produce the sense of a 
unanimous consensus (Hendry, 1995).      
 
Regarding “tatemae” and “honne” we think that it is most important to understand that a 
Japanese person might avoid revealing their true opinions to you if they see you as being 
outside of their own group and if the group as such has a clear and different position on the 
matter. We also think that another result might be that Japanese employees agree to ideas by 
management without protesting to avoid creating disharmony through an argument. This last 
thing depends of course to a very high degree on the management style of the company and is 
also related to the importance of hierarchy in Japan (Hendry, 1995). We will however not 
further elaborate on that here.  

3.7 Summary of the Frame of Reference 
The first thing that is of interest to notice is that although there is no clear and unanimous 
definition of 3PL, one can draw the conclusion that the word partnership is essential. 
Furthermore we talk about a partnership where several different activities are included.  
 
Forming this kind of partnership, the buyers of 3PL-service often seem to have low costs and 
high service as the ultimate goals. On top of this drivers like concentration on core business 
and flexibility are mentioned. Strongly connected to the driving forces are the benefits of 3PL, 
where also cost and service stands out as the most important expected and realised ones.  
 
When looking at how this added value is created cost and service are seen as each others 
counterparts where increased service brings higher cost. Of course a 3PLP also has to obey by 
these rules, but by utilizing economies of scale and more efficient operations a better result, 
taking both cost and service into consideration, can be achieved. Another way for the 3PLP to 
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create added value is through helping out on a strategic level to improve a market position for 
the client thanks to the logistic alliance. 
 
Most users of 3PL-services are in the long run said to be happy, but there are also those that 
aren't. Some complaints are regarding not fulfilled benefits, which for instance can mean lack 
of lowered costs and no improved service. If the service is worse this can mean problems even 
if the partnership is cancelled since customers may have felt disregarded enough to change 
supplier. Something that we didn’t come across in the theory, but still want to mention here is 
also that just moving back to an earlier setup maybe isn't that easy since many parties, like 
suppliers and customers, might be involved. Another strategic risk, which is mentioned in the 
theory, is the one talking about how key internal skills might be lost in a 3PL-partnership.  
 
The process of forming a 3PL-partnership can be concluded in five major points. Step one to 
four is from the point where the need for outsourcing is identified until the point where the 
service is implemented. Our focus has been on the fifth step which basically is an ongoing 
assessment. When evaluating a partnership some major points include controlling the contract, 
evaluation of cost and service and also an evaluation of the relationship as such.  
 
Evaluation through the contract is done both to see what really was agreed upon, but also to 
see where improvements can be made. Evaluating cost and service includes using evaluation 
metrics. Among the properties of the evaluation metrics are that they should be non-
economical, easy to use and understand, provide fast feedback and provide information that 
can be used for improvements. The person that often is the most important in managing the 
partnership is the chief logistic officer. Once the evaluation is done a full assessment is 
needed, taking all the information into account. 
 
Openness and good communication are often mentioned as success factors in 3PL-
partnerships. This can not be stressed too much since it is included in a lot of literature. 
Another thing mentioned is the need for attaining a measurable result. Among the reasons for 
partnerships failing poor integration and insufficient evaluation were mentioned. Especially 
on a strategic level a need for greater coordination and a more proactive partner seems to be 
needed. Other problem areas are objectives and expectations not being clearly defined.  
 
When it comes to logistics in Japan some differences like the lack of integration between 
levels in the supply-chain can be seen, meaning a non-holistic view on logistics management. 
However the major differences that can be connected to 3PL probably lies within the group 
mentality and the fact that a Japanese person might hide his opinions to a greater extent than 
people from Western Europe or North America 
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4 Working with the Assignment 
In this chapter we will look on the purpose and the connected questions in more detail. In the 
first section called problem analysis we discuss what information is needed to fulfil the 
purpose, while we in the latter section (method) describe in what ways we will collect the 
relevant information. The last part is called analysis model and in this section we aim to 
explain how the information will be compared and analyzed. There is also a section called 
scope where we mainly discuss what is included in the study. Readers who only are interested 
in the gathered information and/or the results of the study don’t have to read this section, but 
readers who want to have a better understanding of how our investigation has been 
conducted should have a closer look. 

4.1 Problem analysis 
The defined purpose helps to provide an overall picture of what the intentions with the project 
are, but to give a clearer picture of what this actually means in terms of work that has to be 
done, a deeper analysis of the purpose is called for. 
 
We feel that the purpose can be divided into three different parts: 

1) Identify the initial objectives 
2) Evaluate the fulfilment of the objectives 
3) Give recommendations for the future 

 
These different parts needs to be done sequentially, i.e. number two needs information from 
number one and number three is based on information from number one and two. Both 
number one and two will mainly be done on site in Japan, while the third step is to be done 
after returning to Sweden. This also emphasises the importance of having a clear and 
structured problem analysis stating what questions that needs to be answered since 
information not gathered in Japan will be hard to attain when back in Sweden. 
 
The three points above are strongly linked to the three specified questions presented together 
with the purpose. In this section we will present what information we plan to gather to answer 
the specific questions: 

4.1.1 Identify initial objectives 
 

 What was the initial reason to engage in the third-party logistics partnership and what 
was in fact agreed on? 

 
The most evident source of information regarding the nature of the partnership is the contract 
signed by the two parties. There are however ideas, expectations and driving forces behind a 
contract. All of these things might not be put into the contract, but the parties may still base 
their thoughts of the partnership on them. Therefore it is important to find out both what each 
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party had in mind and hoped for as well as what was actually agreed on in the partnership. 
The important information to find here is: What results were aimed for? Were KPI defined to 
evaluate the result and if so which KPI are used? What was the planned setup regarding the 
work process?  

4.1.2 Evaluate the fulfilment of the objectives 
 

 To what degree are the objectives fulfilled today and who is doing what? 
 
To answer this question we must first know what the initial objectives described above are. 
Knowing this we can find out how the decided upon KPI have developed. Regardless if it is 
measured with KPI or not it is important to find out what the situation regarding service and 
costs looks like. 
 
We also have to study the work done at Gadelius and see if it matches the planned setup. 
Information about what constitutes the work process as such, how high the workload is and 
how the work is divided is needed.  
 
Information about what factors have influenced the present situation is also essential. We 
need to find out what the attitudes within Gadelius towards the new changed way of working 
and the 3PL-partnership are. Something that is connected to the attitude is how the staff 
within Gadelius understands the project and if they have the same idea as the management? 
This is of course related to how the 3PL-partnership and the OtD-project have been explained 
and communicated to the personnel. Information about whether Japanese social behaviour or 
Japanese distribution customs have played a part is also important. 

4.1.3 Give recommendations for the future 
 

 How should the initial objectives be ensured and what is the best way for Gadelius to 
work with the third-party logistics partnership in the future? 

 
In this final step the information from the two preceding steps will be used together with our 
observations and the theory in the frame of reference to draw conclusions about what can be 
done to improve the 3PL-partnership in the future. Another source of information at this step 
is comparative information about similar partnership. We plan to gather information about at 
least one such case. More about how the analysis will be done can be found in the section 
“Analysis model”.  

4.2 Scope 
In this section we will have a look at the scope of our study. The scope is presented in the 
form of a list where the first entry is an extensive description of how we have chosen to study 
the different organizational levels within Gadelius and Mahé as well as the surrounding 
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environment. After this some shorter remarks about what is included in the scope can be 
found. 
  

 The focus of this study is divided between different organization levels and the 
influencing environment. This can be seen in figure 4.1.  

 

Mahé Gadelius

Environment

Strategic Level

Tactical-/
Structure Level

Operational Level

 
Figure 4.1 The focus of the study 

In this figure the focus of what will be studied in this thesis is illustrated by the shaded 
areas. Environment refers mainly to how the Japanese setting influences the 
partnership. Strategic level refers to long term objectives, plans and decisions related 
to the partnership. Tactical- or structure levels includes decisions concerning a shorter 
time perspective, but still not touching much on how the daily routine work is 
performed. Such decision can be concerning the acquiring of new warehouses or 
changed transportation routes. The operational level at the bottom refers to the daily 
routines within the companies and how they are performed.  
 
The width of the marked areas refers to width rather than depth in our study, meaning 
that it illustrates how big a part of the companies we look at. The height of the shaded 
areas describes depth in the meaning of how hard we are going to focus on each part.  
The line between the Gadelius- and Mahé columns corresponds to the interface 
between the companies. On the strategic level it refers to what has been agreed on and 
on the operational level to how information is handed over between the parties.  
 
On the environmental level we are interested in what factors that have influenced. 
Here we see a possibility that environmental aspects affecting either of the two parties 
might result in consequences for the 3PL-partnership even if a not directly related part 
of the company is influenced by the environment. For example Japanese accounting 
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laws might directly influence the finance department of the companies and this in turn 
might force a certain way of working regarding order handling between the companies. 
This is of course nothing we know beforehand but this is why such a large part on the 
environmental level is marked.  
 
On the environmental plane we will try to regard all factors that might affect the 
partnership, hence the wide shaded area, but on the operational level we look on a 
smaller portion of the companies, mainly the personnel that handle orders at Gadelius 
and how they work with Mahé. On the strategic level the main interest is to find out 
what the top management of the two companies have agreed upon and what the 
objectives are. 

 
 We choose to focus our study time-wise from the point when Mahé had been selected 

as 3PLP and the implementation of 3PL had begun. The work before this point has 
already been thoroughly done and is therefore only used as background material in this 
thesis. We will for instance not study the possibility that a different partner might have 
produced a different result. 

   
 We will only look at the flow of goods to Japan, since goods from Japan not is 

included in the planned partnership. The different parts of this flow can be seen in the 
figure below.  

 

Product
Loaded at
Principal

Overseas
Transport

Unloading
& Customs
Clearance

Truckage
to Ware-

house

Ware-
housing

Truckage
to

Customer

Delivery
to

Customer

Truckage
to

Port

Loading
& Export

Clearance

Japan
Europe,
North-
America,
Australia etc.

 
Figure 4.2 The flow of products studied in this thesis 

 The Gadelius group consists of three different companies. In this thesis we focus on 
Gadelius K.K. and its four subdivisions: Machinery (MAC), Material (BUM), 
Gadelius Medical (GMED) and Industrial & Environmental Equipment (IEE). This 
means that the other two parts of the Gadelius group (Mansson K.K. and Gadelius 
Europe AB) as well as Gadelius K.K.’s export business from Japan not will be studied 
in detail. This is because the partnership with Mahé does not incorporate these parts. 
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 This study will focus on the Order to Delivery Process. Processes connected to other 
parts of the company (i.e. marketing or financing) will not be looked into since they to 
a very little degree are affected by the questions asked. 

 
Knowing what we won’t look at there is also a need for us to reflect on what kind of 
consequences this might have. Regarding on what levels in the two companies that we will 
focus, excluding the structural level could be a problem if we suggest changes that are 
affected by this level. We do however hope to avoid this be by extensive discussions with all 
involved parties, where we think all important factors will come across even if we decide not 
to look specifically on structural questions.  
 
Not looking at the possibility that a different partner might have produced a different result 
will not influence the evaluation of this partnership, but perhaps limit the possible alternatives 
for the future. We will however try to pinpoint all important factors involved in this 
partnership and Gadelius should then be able to use this information to make their own 
conclusions concerning the possibilities with another partner. 
 
Another thing that we feel is important to bear in mind is that Gadelius is the project owner 
and that this could mean that they expect a result pointing in a certain direction which might 
influence us. We do however hope that the evaluation method that we use (see chapter 4.3.2) 
will help to avoid this. 

4.3 Method 
In this section we will describe what methods that we plan to use during our investigation to 
collect the information that is needed for the following analysis. We begin by discussing the 
literature study which is followed by a presentation of the evaluation model that we will use. 
We then go on by describing in a more concrete way the different methods used to gather 
information: case studies, interviews and questionnaires. 

4.3.1 Literature study 
We began our research with studying literature within relevant fields: Logistics in general, 
third-party logistics, Japanese distribution and social environment and evaluation tools. This 
is the part described earlier in the frame of reference and also to some extent later on in this 
section. We will also use literature on how to best perform the empirical research like 
interviews and questionnaires.  
 
The referential framework formed by us from the different literature will be used as a 
foundation for analyzing the information that we obtain from the case study. This will 
hopefully let us draw conclusions that will answer the questions defined in the purpose. 
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4.3.2 Evaluation models 
The following discussion is based on the works of Vedung (1991). He has mainly evaluation 
of government administration in mind when discussing different evaluation methods, but we 
do however believe that his theories still can be used with good result in our case. Our project 
consists of evaluating an organizational change combined with an outsourcing aspect, a 
situation which in our eyes also is plausible for government administrative functions. In 
addition Vedung (1991) recommends using his work in connection with evaluation in private- 
as well as public sectors. 
 
Vedung (1991) names six evaluation methods with some variations. The main ones can be 
seen below with their names translated from Swedish: 
 

 Goal Fulfilment Evaluation 
 System Model for Evaluation 
 Objective Based Evaluation 
 Evaluation without objectives 
 Decision Focused Evaluation 
 Stakeholder Approached Evaluation 

 
The model that we find most suitable among Vedung’s (1991) models is the stakeholder 
approached evaluation. In short this models aims to incorporate all actors or stakeholders who 
have a connection to what is being evaluated. The idea is to, aside from initial intended effects, 
also take side effects and the opinions of affected parties into consideration. Vedung (1991) 
clearly states that there is a complete difference between basing ones evaluation on a project’s 
initial goals and objectives and basing it on the situation of and questions raised by the 
project’s affected parties. We cannot claim to be totally uninfluenced by the initial objectives. 
On the contrary the initial objectives are a vital part of our investigation, but in our case, 
although mainly focusing on Gadelius, we also look at the project from Mahé’s perspective.  
 
There is also of course a difference regarding organizational levels between the initiator of the 
evaluation process, the management at Gadelius, and the primary object of evaluation, the 
group working with Gadelius order handling, but they are still part of the same company and 
it is hard to draw a strict line between them. The way in which the management has 
communicated the purpose of the new way of working to its employees is for example one 
thing that will be evaluated. This nuance would be hard to achieve if we were only focusing 
on the initial objectives and their fulfilment.  
 
The point of the stakeholder approach is that all parties should be considered by the evaluator 
and this is something that is perfectly in line with our evaluation. Regarding collection of data, 
representatives of the stakeholder approach don’t bind themselves to any specific technique, 
rather the evaluators must adjust to the situation. They do however seem to prefer qualitative 
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methods. The key words are conversation, dialogue and interacting search process. (Vedung, 
1991) 
 
According to Vedung (1991) the first advantage of the stakeholder approach is that it utilizes 
the knowledge of the involved parties. Especially for complicated processes, the ones that 
work with the process posses deep knowledge that would be foolish to overlook. The next 
advantage and arguably the main one according to Vedung (1991) is that the stakeholder 
approach increases the usefulness of the evaluation. If the evaluator works in solitude there is 
a risk that he penetrates problems that are not particularly interesting to the end user of the 
evaluation result. If the different stakeholders are incorporated in the evaluation process the 
likelihood that the questions that they find relevant will be answered increases (Vedung, 
1991). This is of course both in our own and our employer’s interest.  
 
Vedung (1991) also see the stakeholder approach as a good way of analyzing several 
objectives, which might be contradicting or hard to compare, at one time.  
 
Of course also the stakeholder approach has it downsides. One big flaw is that it takes a lot of 
time and resources to perform. There is also a risk that the objectivity is lost if the evaluator is 
influenced by certain stakeholders. One can ask oneself what happens if the results of the 
evaluation stand in total contradiction to the opinion of the stakeholders. If the results of the 
evaluation lack empirical support the conclusions that are drawn might rather be a result of 
negotiating and presentation skills. There is also of course a risk that the evaluator follows his 
own agenda if the objective of the evaluations is not clearly defined (Vedung, 1991).  
 
Regarding the time issue we believe that you have to take the good with the bad and spending 
time within the Gadelius organisation and interacting with Mahé etc. are things that we think 
will give good understanding of the present situation and possible problems. We hope to be 
able to compensate for being influenced by the different parties by being aware of the risk and 
always try to look at the situations from a neutral standpoint. Our employers have clearly 
stated that any conclusion that we draw is accepted. Therefore we feel no pressure to produce 
certain results or recommendations, and we aim to produce enough empirical material to 
support our conclusions. 

4.3.3 The case study 
Continuing from the stakeholder approached evaluation it is not farfetched to describe the 
work process in this thesis work as a case study in the meaning that we focus on a specific 
case: the third-party logistics partnership between Gadelius and Mahé. Early on in our work 
we realized that a case study would meet the demands of Gadelius and give the best 
opportunity to answer the questions agreed on. As Ellram (1996) points out, qualitative 
methods, like case studies, are preferred when you want to answer questions like how and 
why, since they provide depth and richness. A case study method is also often used when 
researchers want to know how a certain context affects the outcome of the phenomenon of 
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interest (Ellram, 1996). Since context is a very important part of our study, a case study seems 
to be a suitable method. In our case context refers to the Japanese setting and the issues 
connected to Gadelius being a trading house. 
 
Before going to Japan and performing the investigation part of the case study we created what 
can be said to be a map of the problem. This map can be seen in the figure on the next page 
and it is based on the purpose and its three parts: identify initial objectives, evaluate fulfilment 
of objectives and recommendations for the future. The purpose of this map is to connect all 
the information that we need to collect with the purpose and the related sub problems. In a 
way this is a map to guide us in our investigation. 
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Figure 4.3 How the purpose is connected with the investigation in the case study 

Studying multiple cases might give more validity to answering the context related questions, 
since it might be difficult to differentiate between factors that can be attributed to the 
company Gadelius and factors that can be attributed to the Japanese environment. Our main 
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reason for not doing several case studies is lack of time. We do however hope to compensate 
for this by briefly looking into Mahé’s partnership with other customers.  
 
Other methods like only using a more quantitative well-formulated questionnaire to multiple 
companies or only working theoretically with third party logistics have not seemed suitable. 
Focusing too much on other companies and other logistics partnership would first of all take a 
lot of time and secondly take us out of the scope of this work. Results from other logistics 
partnerships can to quite a good extent be found in relevant literature, this will be discussed 
below. In our case the assignment more or less provided the method. More quantitative 
methods (e.g. questionnaire) can be used for certain sub problems, like identifying 
mismatches in the understanding of third party logistics and the project of changing the way 
of working at Gadelius. The main point of using a case study in the context of the stakeholder 
approached evaluation is to get a thorough understanding of the situation, something that 
would have been impossible to do using only quantitative methods. 

4.3.4 Interviews 
Studying the actual case we will conduct interviews with the involved parties to get an insight 
on their view of the partnership. To understand the underlying ideas and strategies this will be 
done on a fairly high organizational level in Sweden and Japan and with people at Gadelius 
and Mahé. We will also interview an external consultant who was to a very high extent 
involved in drawing up and implementing the partnership. Both with the purpose of preparing 
ourselves for the interviews beforehand and to corroborate the verbal statements we will look 
into Gadelius own quiet extensive documentation of the work done so far.  Doing this is also a 
way of constructing validity to the work through use of multiple data sources (Ellram, 1996).  
 
Interviews will also be done with other customers to Mahé. This will be done in both Sweden 
and Japan to see how Mahé’s partnerships with other customers are working. The idea is not 
to evaluate Mahé’s performance in different partnerships, but rather to get ideas from other 
partnerships that can be implemented in the Gadelius case. We therefore see no problem with 
letting Mahé provide help with choosing which of their customers that should be interviewed.  
 
These customer interviews will be conducted both through personal meetings and telephone 
interviews. Lekvall and Wahlbin (1993) talks about the personal interview having the 
advantages of not being restricted in the types and the extent of questions asked. Personal 
interviews are therefore appropriate when extensive and thorough research is needed. When it 
on the other hand comes to telephone interviews, Lekwall and Wahlbin (1993) gives it the 
advantage of costing less while not loosing too much of the personal interview’s benefits. The 
downside can however be that it is hard to conduct longer interviews over telephone.  
 
In conclusion it can in other words be noted that we will conduct interviews with a variety of 
different people. The different interviews will therefore call for using different kinds of 
interview techniques. Lantz (1993) describes the two extremes of interviews as the completely 
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open compared to the completely structured. In between these she (Lantz, 1993) uses two 
other kinds of interviews to even out the spectrum. The characteristics of these four kinds of 
interviews are as follows (Lantz, 1993):  
 

 The open interview basically consists of a very broad question around which the 
respondent freely can discuss. Follow up questions are used for deeper knowledge. 
This technique is used when information around a certain things qualities and 
importance are sought. 

 
 The directed open interview uses a broad question that is divided into sub areas 

around which questions are asked. Follow up questions are used within the different 
areas. This technique is used when information around a phenomenon’s qualities is 
needed.  

 
 The semi-structured interview uses question areas in a certain order and within these 

follow up questions are asked. Fixed and open answers are combined. This technique 
is called for when information around quantities is needed. 

 
 The structured interview consists of question areas, questions and fixed answers in a 

fixed order. This is useful when the relationships between different concepts are 
assessed.  

 
In this context we believe that the interviews that will be performed with involved parties will 
be either open- or directed open interviews. A questionnaire to several people would fall 
under the structured interview.  
 
When conducting the interviews it is important to have a plan for the order in which things are 
to happen. Lantz (1993) thinks that it is a good idea to start with informing the respondent of 
things like the purpose and the planning of the interview. After asking the questions in a 
logical sequence she (Lantz, 1993) describes that it can be useful to do a round up of the 
interview together with the respondent. Doing this gives the opportunity to reflect on the 
answers together with the respondent to make sure that the respondent’s message has come 
through in a correct way. 
 
Our interviews will be conducted throughout the study in parallel with us spending time at the 
head office of Gadelius in Japan. At the head office we hope to get a thorough understanding 
of the day to day work and how it has changed with the new situation. Spending time with as 
many of the people involved in the work as possible we hope to create validity as well as a 
holistic view regarding the information obtained. This is also a way to ensure that the from 
Gadelius whished for focus, on in-house related questions like “who is doing what?”, is met. 
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4.3.5 Questionnaire 
We have had in mind to use a questionnaire in some form from the very beginning of this 
investigation. The main objective of the questionnaire and the exact form of it could however 
not be determined until the end of our stay at Gadelius office in Japan and the description 
following now has therefore been written after returning to Sweden. 
  
We decided to produce two different questionnaires, one to the OtD-team and one to the sales 
staff. The reason behind this was that we had different aims with each party. One example is 
that we wanted to investigate what amount of OtD-work the OtD-team members located 
outside of Tokyo did. This is one of the questions that we only wanted to ask to one of the 
parties, but there are other examples as we will see when we go through the two 
questionnaires later on.  
 
There were mainly two objectives with the questionnaires. The first was to find out the 
attitudes of the personnel within the OtD-team and the sales staff toward the OtD project as 
such, the purpose of it and Mahé as a logistics partner. The second objective was to further 
investigate the OtD-project and the utilization of a 3PL-partnership had had on the amount of 
OtD-work done by mainly the sales staff, but also, as described above, the OtD-team 
members located outside of Tokyo. 
 
The big reason for us wanting to use a questionnaire was that we felt that this could be a good 
way to reach a larger amount of people compared to what we could do with interviews. It is 
therefore important to remember that we in no way intended to get detailed information and 
clear suggestions from it, but rather it was a way for us to get a feeling for the current 
attitudes. At the same time we could, just like stated above, get answers on simple questions 
like degree of utilization. 
 
The questions as such were formulated by us and we also translated the first draft in Japanese 
by ourselves. We then had some help, first from a Japanese friend and then from the general 
manager of central administration at Gadelius, Nobuyoshi Ota. After this we reviewed his 
suggestions, implemented most of them and made a final comparison so that the English and 
Japanese version where as similar as possible. We feel very confident that this was the case. 
All questions were formulated as multiple choice questions or questions that were to be 
answered with a number. This was a way to ensure that it would be both easy and not take to 
much time to fill out the form as well as to get results that could be interpreted.  
 
The English and Japanese versions of each questionnaire were put side by side on the same 
A4 sized paper. Keeping each questionnaire within one paper was seen by us and Mr. Ota as a 
good method to avoid intruding too much in the participants work time. This in turn made for 
the possibility to receive the answer within a short time and assured a high response rate. We 
believe that almost all persons who were handed a questionnaire returned an answer. In fact 
we received more answers than we had hoped for. More about this later.  
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To explain who we were and what the purpose of the questionnaire was we also wrote an 
explanation that was supplied with each questionnaire as they were handed out. The Japanese 
and English versions of the two questionnaires as well as the explanation that was supplied 
together with them can be found in appendix I. 
 
Mr. Ota was also responsible for handing out and collecting the questionnaires. Regarding the 
OtD-team this meant no problem since all of the team members where handed a copy of the 
questionnaire. There are however much more salesmen than OtD-members so we thought that 
it neither would be possible nor necessary to have all the salesmen participate in the 
questionnaire. Ota (2005-03-22) did also say that only some of the salesmen had the 
experience and the connections with the OtD-team that he believed were necessary to be able 
to give meaningful answers to the questionnaire. For answering some of the questions asked it 
is in fact necessary to have been with Gadelius for at least a couple of years. We therefore 
agreed with him and left it up to Mr. Ota to decide who was suitable to participate.  
 
Here one might raise an objection about his objectivity since he has a central position within 
the Gadelius organization and might have an agenda that differs from our own. We were 
aware of this fact, but we thought that this wouldn’t be a big issue. In retrospect we can say 
that we haven’t seen anything that would suggest such problems. On the contrary we believe 
that the authority that was added to the questionnaire through Mr. Ota taking care of the 
handing out and collection of the forms was invaluable to assure that the questionnaire was 
seriously met and properly filled out. Since the questionnaire to the salesmen was only handed 
out to a certain segment of the sale staff we do however admit that it lacks merit as a 
statistical representation for the group of salesmen as a whole. 
 
The questionnaires were all returned four days after being handed out and the response rate 
was above expectation. There are 15 OtD-team members working with Gadelius imports and 
we received 14 answers including answers from all personnel working outside of Tokyo. We 
had anticipated about the same amount of responses from the sales staff, but we received as 
many as 30 answers. As a comparison we can mention that the total number of salesmen at 
Gadelius is between 150 and 160 (Göran Edman, 2005-01-31). This means that answers to the 
questionnaire was collected from about 20 % of the sales staff, but as we have mentioned 
maybe not a representative 20 %. 

4.4 Analysis model 
The information that we gather will be analyzed and used to draw conclusions. We have 
illustrated the analysis process in the figure 4.4. In this figure we see four major sources for 
input to the model and that the model as such is composed of three separate steps of analysis. 
Theses steps are numbered, since they are interdependent, meaning that the output from step 1 
and 2 are used as input in the following analysis. We should note that these three steps, 
although similar, are not the exact same as the three steps described in the problem analysis 
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earlier. The topics are similar, but in the problem analysis we discuss mainly what 
information is needed, while we in this section go into how the collected information should 
be used for analysis. 
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Figure 4.4 A graphical representation of the analysis model used 

The first step of the analysis is to compare the present situation with the identified original 
objectives. The planned setup should be compared with the present way of working and the 
development of KPI should be compared with how they are defined and what the targets for 
them are etc. It is also important in this step to make a distinction between what is agreed on 
in the contract and what the expectations on the partnership are. The evaluation in this part 
can therefore be said to be both regarding whether defined targets are met and whether 
original expectations are fulfilled. 
 
The output from the first step should provide information about to what extent and in what 
ways the partnership is fulfilled and/or not fulfilled. This information is going to be analyzed 
together with both the gathered information about influencing factors and comparative 
information from both the frame of reference and similar partnership cases. The objective of 
this second step is to find the reasons behind the present result. Since we on beforehand don’t 
know to what degree the partnership can be seen as fulfilled it is hard to say in detail how the 
influencing factors shall be compared with the result. This is also the reason for having others 
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listed under the topic influencing factors. Performing our investigation we might pick up 
information about influencing factors not known beforehand. 
 
The theory studied in the frame of reference and the comparative cases will be used as 
reference. Have for example all of the key factors for success listed in the theory been taken 
into account? And have certain issues been solved in a different way at other companies? 
Information like this will also provide a guide in the following step. 
 
In the third and final step of analysis the aim is to draw conclusions about how the partnership 
can be improved in the future. The main input to this final step is the information about 
whether and in what ways the partnership is fulfilled or not, the reasons for this and also the 
original objectives. The original objectives are very important and, once again, if the 
partnership is fulfilled according to what is agreed on what can then be done to change the 
partnership to meet the original expectations, if these are different. The information used as 
comparison will, as mentioned, provide a foundation for our recommendations. This 
comparative information must however be adjusted locally to the Gadelius case using the 
other input information to give the best recommendations for the future.  
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5 Identifying the initial objectives 
This chapter is as the name suggests connected to the first part of the purpose of this study. 
The first half of the chapter contains information about the background to the OtD-project 
and puts the 3PLP into its proper context. After this we go into what the two parties had 
anticipated with the partnership and a study of what is agreed on in the contract. Concluding 
this chapter is a presentation of the KPI defined to measure the performance of the OtD-
project and the 3PL-partnership.The nature of this chapter is very descriptive to emphasise 
that it is this information that will be used to compare with the present situation, when we 
later analyze whether the partnership is fulfilled or not. We think that most readers who not 
only are interested in the final conclusions will find this chapter interesting. 

5.1 Background of the Order to Delivery-project 
The first step of the OtD-project was a logistics project performed during the summer of 2002 
that mapped much of the OtD-process as well as the flow and handling of products from 
principals to customers in Japan. After this initial phase the main OtD-project, in which 
context we study the 3PL-partnership between Gadelius and Mahé, began. The project was 
however not only composed of implementing 3PL. There were instead three sides to this 
project, illustrated in figure 5.1. 
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Figure 5.1 The three sides of the OtD-Project 

As we have mentioned earlier the focus of this study is 3PL, but since 3PL was implemented 
as part of the OtD-project at Gadelius, we must take into account how the other two parts 
have affected the result. It is also quite possible that the other two parts are prerequisites for 
implementing 3PL in the Gadelius context.  
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Looking at a quote from the OtD-project kick-off, which took place in the autumn of 2002, 
we get an initial picture of the purpose of the whole project. 
 
“By increased efficiency within the OtD process Gadelius can increase competitiveness and 
manage a growth with the existing competent resources.” 
     (Project info) 
     
How then, was this increased efficiency supposed to be achieved? 

5.1.1 Centralization 
The first part of the project consists of centralizing some of the work formerly performed by 
the salesmen to a special OtD-team. Before the OtD-project a salesman spent between 16 % 
and 30 %, depending on which division he belonged to, of his working hours on non sales 
activities (Project info). By removing the activities in the OtD-process not related directly to 
sales and centralizing these duties to a specialized team the work can be performed more 
efficiently while the salesmen get more time to focus on selling products. An illustration of 
this can be seen below. 
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Figure 5.2 Figure X. The old way of working 
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Figure 5.3 The proposed new way of working with the implemented OtD-team 

In figure 5.2 and figure 5.3 the parties involved in solving the main activities in bringing the 
products to the customer in Japan can be seen. These activities are: 
 

 Transport from principal to harbour/airport (sometimes supplied by the principal)  
 Overseas transport 
 Customs clearance  
 Warehousing  
 Domestic transportation (Japan) 

 
This is also a somewhat simplified picture since one salesman only deals with three customers, 
two principals and two freight forwarders in the example in figure 5.2 and figure 5.3. In 
reality one salesman might deal with many more customers and freight forwarders. It is 
therefore no understatement that the real effects achievable with the change are far greater 
than what might be illustrated in the figure. With around 150 salesmen arranging transports 
from 60 principals to hundreds of customers by contacting as many as 26 different logistic 
companies, one realizes that the OtD work at Gadelius could be done in a more efficient way 
than each salesman arranging the transports by themselves, which often was the case. (Project 
info) 
 
Figure 5.2 and figure 5.3 also simplify the fact that it is inevitable that the salesman contact 
the principal in some instances to technically specify the order correctly. Principally the 
figures do however depict the proposed change in way of working. Especially if you think of 
contacts that concern transportation and delivery the picture provide a very good description.  
 
In the proposed new way of working an OtD-team was formed with dedicated sales support 
personnel. This personnel is divided to correspond to each of the four Gadelius divisions. In 
this new way of working the only further work done by the salesman after the sale is 
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communicating the order to the OtD-team, which has better opportunity to coordinate 
different transports. The OtD-team then confirms the order with the principal and arranges for 
the transport to Japan, by contacting freight forwarders, custom clearance agents etc.  

5.1.2 Standardization 
The standardization part of the project is strongly connected with the centralization part. Since 
the new OtD-team and salesmen are planned to work in a standardized way when handling 
orders. This includes standardization of documents and forms, clearer definition of 
responsibility (e.g. regarding inventory), lessened use of printouts and synchronization of 
article numbers. A combined result of the standardization and centralization is a reduction in 
the number of handovers in the order-handling process.  
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Figure 5.4 Handover diagram with the old- (above) and new way of working (below) (Project info) 

As can be seen in figure 5.4 an order was handed back and forth between different functions 
several times with the old way of working. With the use of the OtD-team and standardized 
forms etc. only one handover from the salesman to the OtD- team is necessary.  

5.1.3 Third-Party Logistics  
To further remove the OtD-work away from the activities performed in-house by Gadelius the 
final part of the OtD-project is implementing 3PL. The OtD-team works in this final setup 
towards a 3PLP who arranges the logistical activities involved in the OtD-process. This leads 
to a situation where the 3PLP can coordinate transports from different shippers, in much the 
same way as the OtD-team coordinates different orders within Gadelius. With the 3PLP 
performing more and more of the duties of the OtD-team, the recourses of the OtD-team can 
be reallocated to focus directly on sales. The example that was used to illustrate the effects of 
the OtD-team can be seen below with the 3PLP added to the picture. 
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Figure 5.5 The complete new way of working with the 3PLP added 

One might be tempted to think that that the workload and costs of the entire chain is 
unchanged when moving certain administrative activities upstream and out of the company. 
Since the logistics activities are not seen as a core competence by Gadelius it might instead be 
wiser to let somebody else take care of them. The logistics activities as such can be performed 
more efficiently by a 3PLP who posses the right competence and manages larger volumes 
which leads to reduced costs for the logistics activities. Gadelius can in turn sell more 
products with the same amount of resources.  
 
Lower costs, more products sold – higher efficiency! This was the idea behind the whole 
OtD-project. 

5.1.4 Timeline for the Order to Delivery-project 
The OtD-project, including the use of a 3PLP, described above, was introduced at Gadelius 
over a period of about two and a half years leading up to the start of this investigation. We 
have described this period as well as some important events and decision in figure 5.6.  
 
At the middle of the picture we see a line illustrating time. Months can be seen to the far right 
of this line, year in the middle and on the left side of the line we have put in the phases of 
Sink and Langley’s model for 3PL-implementation (described earlier), as we see it, for 
comparison. 
 
To the right of the time line we have noted some important decisions and phases occurring 
during the implementation. We will not describe them in more detail since we don’t look so 
much on the actual implementation process in our study, but rather the initial objectives and 
what the present situations look like. The information in figure 5.6 is included to give 
background and context to our research. 
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On the left hand side of the timeline we first see a planned decision point and planned 
implementation period in dashed boxes. The point here is to illustrate that there were some 
delays compared to the actual plan. The delays were mainly due to problems related to a 
quitting project leader and the search for a new one (Persson, 2005-02-10). On the right hand 
side the actual decision point can be seen and on the bottom of the left side the actual 
implementation is illustrated with a graph depicting the percentage of shipments performed by 
Mahé. 
 
In this graph we see Mahé’s share of shipments increasing from around 10 % to about 80 % 
during a period of just above one year. This might look like a longer period than the planned 
six months, but after the six first months the percentage flattens out between 60 % and 80 %. 
This is a consequence of Mahé not being able or not being allowed to handle some shipments. 
This is due to different reasons, like for example the principals insisting on delivering their 
products the whole way by themselves or special requirements, which we will get back to 
later. 
 
The statement “Mahé only a freight forwarder” on the lower right is a quote from the 
background information (Project info) that we have studied. We think that this serves as a 
good example of what is seen as a problem by Gadelius and also puts the problem into a time 
context. 
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Figure 5.6 The implementation of the OtD-project described with a timeline 
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5.2 Third-Party Logistics according to the involved parties 
Since we in accordance with the purpose, which of course to a great extent is influenced by 
Gadelius, are to examine a 3PL-partnership we feel that it is important to investigate if the 
definition of 3PL is the same for all involved parties.  
 
As a reminder, the definition for 3PL that we stated in the frame of reference can be seen 
below: 
 
“3PL will be used with the meaning of, although similar to outsourcing, something more than 
letting a provider deal with one’s logistics services. The partnership, the continuous nature of 
it, the importance of more than just a simple logistics service and the possibility for the 
provider to in turn let another supplier produce the logistics service are emphasised.” 
 
Managers at Gadelius mention 3 general characteristics when asked about how they define 
3PL (Porat & Bruno, 2005-03-16). 
 

 Takes care of distribution with the capability to also choose solutions that lies outside 
of the partnership’s normal contracts if this is better for the customer. 

 Offers warehousing. 
 Gives solution to the whole process. 

 
Mahé Japan uses a very simple way to describe how they think a 3PL-partnership can be 
described (Henriksen & Irmov, 2005-03-01). 
 

 A partnership to help create simpler procedures. 
 
The way that we want to use these definitions is to see if Gadelius, Mahé and also we are 
talking about the same thing when using the term 3PL. Hence we won’t try to do a thorough 
analysis, but rather try to make sure that we all have the same main definition. 
 
When looking at these three definitions they seem to be a little bit hard to compare since they 
tend to focus on different areas, but one common thing that we think is very important to 
acknowledge is the fact that all three mentions the word partnership. For us it is also obvious 
that neither Gadelius nor Mahé feel that it simply should be one single activity that is 
outsourced, but rather a full process. This is perhaps not fully covered by Mahé´s definition 
above, but it definitely comes through when talking to both the managing director of Mahé in 
Sweden and the management of Mahé Japan (Liljero, 2005-02-14 and Henriksen & Irmov, 
2005-03-01).  
 
Another thing that is important to remember is that the setup sold to Gadelius by Mahé has 
been seen as the final goal by both parties and these ideas do also to a great extent match the 
way we decided to use 3PL, with more than simple logistic services taken care of by Mahé in 



-71- 
 

a continuous partnership. Instead this final idea is about Mahé taking a central part in 
arranging a large part of Gadelius logistic activities. This is important to remember since it 
makes us confident that everyone uses 3PL in somewhat the same way. 
 
However, whether these background ideas and definitions really match the formal agreement 
is another question, something that we will analyze later on. 
 

5.3 Driving forces and expectations on the partnership 
Highlighted in the purpose as a central point in our study was to find out what objectives that 
each party in the 3PL-partnership had before starting. 

5.3.1 Driving forces and expectations from Gadelius 
From Gadelius and their president Hans Porat’s point of view, the number one reason for 
engaging in the partnership was to increase productivity and by doing so costs were to go 
down. (Porat, 2005-03-02) This cost cut in connection with increased productivity was 
however not to be achieved through the lay off personnel. Gadelius would instead simply 
handle an increased workload with the same amount of people by expanding their business. 
Growing mainly through acquisition is a clear strategy from Gadelius, but so far this growth 
has not gone as planned. 
 
Seen in the light of the theory we feel that this productivity increase can be connected to the 
driving forces of cost reduction and concentration on core business. Concentrating on core 
business in the Gadelius case means that the company should be focused on selling and 
nothing else. By doing only what they are experts in Gadelius productivity was supposed to 
increase. Cost reductions where to be achieved both directly through lower tariffs and 
indirectly by spending fewer man-hours on logistics activities. The fewer man-hours were 
hoped to be a result of the fact that Mahé, as a logistics expert, could help with a more 
efficient way to perform activities earlier done in-house by Gadelius. (Porat & Bruno, 2005-
03-16). Both Mahé (Liljero, 2005-02-14) and Gadelius (Porat, 2005-03-02) have talked about 
the possibility of having an OtD-team composed of between 2 to 4 people. 
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Figure 5.7 The parts of Andersson’s model that applies to Gadelius 

Restructuring of the supply chain can in the Gadelius case be connected to the strategy of 
growing through acquisition, which requires a more efficient and flexible logistical 
organisation. 
 
It is however important to remember that the 3PL-partnership only is one part in the new way 
of working. Standardization and especially centralization are other things that were done 
before implementing a 3PL and they in themselves bring positive effects, also without 
implementing a 3PL-partnership. (Porat & Bruno, 2005-03-16) 
 
Letting the existing salesmen focus on selling is something that was hoped to be achieved 
through centralization and standardization. This means that using a 3PLP hardly would 
provide for more selling time for the existing salesmen, but rather it might free resources from 
the OtD-team that could be used by Gadelius. This does however mean, like mentioned above, 
that the work done by Gadelius within the OtD-team has to be done more efficiently by the 
3PLP. 
 
When the centralization was done all the shipments that earlier were bought by the individual 
sales men now could be bought by a central unit with much larger volumes, something that 
was expected to bring significantly lower tariffs. One focus of the 3PL-partnership itself was 
therefore to lower the indirect costs, but at the same time Mahé seemed to be able to provide 
cheaper shipments. Therefore were also cheaper shipments a part of the expectations on the 
partnership. 
 
Concluding the driving forces and the expectations from Gadelius the main hopes seem to 
have been that through the help of a professional partner get a small and efficient logistics 
organization. This would reduce the indirect costs at the same time as the consolidated 
shipments were to give Gadelius much cheaper overseas transports. That the direct cost also 
was a part of the expectations is in our eyes clear since one of the disappointments with Mahé 
has proven to be the lack of cost reductions. 
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5.3.2 Driving forces and expectations from Mahé 
The driving forces for Mahé to enter a partnership with Gadelius are according to themselves 
not as simple as only being in it to make money. Anticipated earnings are of course often the 
main reason for entering into a business partnership, but in the case of the partnership with 
Gadelius Mahé also saw possibilities to develop and expand their 3PL work already started at 
ABB in Japan. Another reason for Mahé making an effort to get Gadelius 3PL contract was 
that if Gadelius was to choose another partner Mahé would most likely loose their existing 
airfreight business with Gadelius. (Henriksen & Irmov, 2005-03-16) 
 
Entering into the partnership with Gadelius, Mahé had expectations of their own on how the 
partnership was supposed to work. Their hope was to set up a logistics organization with 
themselves taking a large responsibility at the same time as they of course also expected to 
make money on the partnership (Liljero, 2005-02-14 and Henriksen & Irmov, 2005-03-01). 
Having motives of their own Mahé must of course also take great consideration of the 
expectations from their customer’s side, Gadelius. In the theory one of the critical factors in 
making a partnership work is the need for customers to clearly articulate their needs and for 
the provider to understand them and accordingly acquire the necessary capabilities.  
 
When talking to the managing director of Mahé in Sweden and the president of Mahé Japan 
(Liljero, 2005-02-14 and Henriksen & Irmov, 2005-03-01) they feel that Gadelius sees the 
major reason to implement the 3PL-partnership as an opportunity to save money on the 
freights, in other words reducing the direct logistics costs. Another reason mentioned by them 
both was that Gadelius wanted to have one small group working with logistics to make it 
possible for Gadelius to focus on their core competences. For themselves Liljero (2005-02-14), 
Henriksen and Irmov (2005-03-01) also point out that direct cost reductions only are one part 
of what they want to do at Gadelius and that Mahé also want to take care of warehousing and 
order handling. For Mahé there are only very limited opportunities to make a profit when only 
supplying freight forwarding. 
 
If we conclude the driving forces and expectations of Mahé they can first of all be said to be 
to earn money through their business, but it was also an opportunity for them to expand their 
3PL activities. 

5.4 The Contract 
The initial agreement was signed by Gadelius and Mahé in December 2003 and is effective 
until the end of December 2006. Each party can however terminate the agreement with six 
months notice due to a termination clause in the contract. In other words this means that 
unless either party terminates the agreement the contract time is just over three years and the 
agreement had been in effect for one year and a couple of months at the time of this 
investigation.  
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The agreement as such is composed of two parts: a cooperation agreement and a freight 
forwarding agreement. In the cooperation agreement Mahé is appointed as Gadelius sole 
logistic provider for international transportation of goods to and from Japan. It is also 
specified that this includes customs clearance in Japan. 
 
The remaining sections about confidentiality, contract violations, governing law and notice 
information are all quite straightforward and well formulated. The section named “Dedicated 
Personnel at Mahé” does however stand out and catches one’s attention. This section states 
that Mahé should dedicate the required personnel to carry out the duties specified in the 
agreement. It also gives the right to Gadelius to request the replacement of Mahé personnel 
who don’t perform in accordance with the agreement. Even more notable than the dedicated 
staff is the fact that the cooperation agreement states that Mahé should endeavour to retain a 
permanent staff within the OtD team at Gadelius. The cost for this staff is supposed to be paid 
for by Gadelius and the price for this, on a per-day-basis, is also specified in the agreement. 
 
The freight forwarding agreement, which is the second part of the contract, also states that 
what Mahé undertakes to do is transporting of all cargo to and from Japan including arranging 
for customs clearance at the point of import. The first interesting point in the freight 
forwarding agreement can be found under general obligations of Mahé. It says here that 
“Mahé shall both locally and globally be proactively engaged as a partner to Gadelius”. And 
the words proactively and partner indicates, although quite vaguely, at least a wish for more 
than just a simple outsourcing service. 
 
Three KPI are also introduced in the freight forwarding agreement. 
 

 Service level 
 Damage rate 
 Cost per kilo 

 
The service level is defined as the percentage of on-time collection and delivery and Mahé 
guarantees a level of 98 %. This figure is measured on a quarterly basis. Mahé is to reduce the 
freight cost of any transport where collection or delivery has been delayed with 50 % as long 
as the delay is not due to factors beyond Mahés control. 
 
The damage rate is defined as the percentage of damaged parcels and here Mahé guarantees a 
0.10 % level and promises to inform Gadelius within 24 hours regarding both the damaged 
goods as such and an analysis of causes and possible improvements. There is however no 
penalties defined for the case when the damage level isn’t met. 
 
Cost per kilo is used as an indicator on how much Mahé works with lowering this cost and 
according to the wording in the contract Mahé should “extend its endeavours” to reduce this 
KPI by 2 % annually. The KPI as such is calculated as the average cost per kilo for each mean 
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of transportation, mainly airfreight, LCL (Less than Container Load) and FCL (Full Container 
Load). According to Mahé (Liljero, 2004-03-14) this cost is quite difficult to calculate due to 
changing fuel- and security surcharges. The tariff and weight is of course available, but it is 
complicated to get comparable data.  
 
Gadelius pay for Mahé’s services through a tariff system. Tariffs are defined for each 
transport connection (e.g. Gothenburg to Kobe or Milan to Tokyo) and each type of 
transportation (airfreight, LCL, and FCL). The cost for a transport is then calculated as the 
weight times the tariff for each transaction (bill of lading or other shipping document). The 
cost for each transport is charged to Gadelius who shall receive a monthly invoice from Mahé. 

5.5 Five Key Performance Indicators 
In the contract three different KPI were introduced that are measured by Mahé to see how 
well they perform. On top of this there are five KPI that Gadelius introduced and started to 
measure themselves with mainly to follow the performance of the OtD-team. 
 
The contents of the five KPI measured by Gadelius have changed slightly over time, but the 
main ideas of what should be measured have been there since the start of the project. 
 

1) Logistics cost as percentage of cost of goods sold (import) 
2) Sales order + job order per man hour 
3) Accounts payable + accounts receivable per man hour 
4) Inventory on hand 
5) Inventory turn over 

 
As stated above these five KPI are mainly measured for internal use, but especially the first 
one, logistics cost as a percentage of cost of goods sold, is also used to see if the 3PLP have 
been able to cut the logistics costs. This cost figure includes all logistics activities, but not 
personnel cost for the OtD-team. These logistic activities are mainly transportation (on the 
principals side, overseas, domestic), custom clearance, warehousing, loading and unloading 
activities and insurance.  
 
The first KPI is definitely one of the most important ones taking into consideration that 
lowering the cost has been said to be one of the most important reasons for Gadelius to get 
involved in a 3PL-partnership.  
 
The second and third KPI are used to measure how efficient the OtD-team is. This is done by 
measuring how many sales orders plus job orders and how many accounts payable plus 
accounts receivable that are handled per person working in the OtD-team. Furthermore a 
quota between the number of sales order and the number of job order has been introduced. 
This is done since a job order normally takes longer time to handle and the different amount 
of work for sales orders and job orders is thereby taken into consideration. 
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Inventory on hand and inventory turn over are both straight forward and used since one of the 
OtD-team’s duties is to supervise the stock levels. However, since warehousing not is 
included in the partnership with Mahé in the original setup these figures haven’t been studied 
more thoroughly and will therefore not be further commented on. 

5.6 Summary of initial objectives 
We will now summarize the initial objectives that will be studied and evaluated later on. 
These are the ones that have stood out as being the most essential to the partnership, since 
they have been mentioned frequently in interviews, contract and project info.  
 
If target levels are defined the objective is seen as fulfilled if the target is met. For the 
objectives that don’t have strictly defined target levels we look at if the objective follow the 
sought for trend. For the expectations that obviously can’t be measured quantitatively a 
qualitative approach is needed, taking the opinion of the parties into consideration. 
 
Agreed on in the contract: 

 Mahé shall provide freight forwarding and customs clearance for all of Gadelius’ 
imports to Japan. 

 
 Mahé shall have a permanent staff stationed at Gadelius, the so-called “3PL-guy”. 

 
 Performance of Mahé is measured with three KPI: 

 Damage rate with a target level of 0.10 % damaged parcels at the most. 
 Service level with a target level of at least 98 % on-time collection and delivery. 
 Reduction of cost per kg with a target level of at least 2 % annually. 

 
Expectations: 

 Expectations on a reduced OtD-team 
 2 KPI that measure the number of orders handled per person. 
 These are expected to go up since an OtD-team composed of two to four man-

years is seen as a possibility by both Gadelius and Mahé. 
 

 Expectations on reduced direct logistics cost 
 1 KPI that measures the total logistics cost as percentage of COGS. 
 Significant reduction expected, especially regarding overseas freight forwarding. 

 
 Expectations on proactive work 

 Gadelius wants Mahé to actively participate and improve the OtD-work. 
 Mahé wants to take over a large part of the OtD-work, more than the work that is 

strictly defined in the contract. 
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6 Description and analysis of the present situation 
In this following chapter we will describe the present situation of the 3PL-partnership 
between Gadelius and Mahé. This chapters is however not only descriptive in the same 
manner as the previous one. Here we also choose to comment on the different parts as we go 
along, but we do not do any comparative analysis. This will be left to the last chapter of the 
thesis. Together with the previous chapter this chapter constitutes the main body of the 
information gathered and because of this it is also the base for our analysis and 
recommendations. This chapter should therefore be very interesting to all who wants to know 
about the present situation of the 3PL-partnership or how we come to our conclusions later 
on. 

6.1 Problems between Gadelius and Mahé 
Even though the logistics partnership between Gadelius and Mahé as a concept gives the 
impression of being a good and well developed idea and both parties in our eyes are highly 
committed to the project there are problems and complaints from both sides. Hadn’t there 
been any problems we don’t believe that this investigation would have ever been initiated. 
 
When talking to the president and the CFO of Gadelius they primary have two complaints 
about the partnership so far (Porat & Bruno, 2005-03-16). The first is regarding logistics costs. 
The implementation of the partnership started more than a year ago, but the by Gadelius 
anticipated cost reductions have not been realized. Actually the logistics costs have 
principally remained unchanged over this time. A more detailed look on what these 
anticipations were based on and how the costs actually have developed can be found later. 
 
The second complaint is regarding Mahé not having engaged actively enough in the process 
and not taking initiative to take over a larger part of the OtD-process within Gadelius. This is 
of course also related to disappointments about the efficiency within the OtD-team not 
increasing. The argument is that Mahé as a 3PLP, and presumably an expert within the field 
of logistics operations, should instruct Gadelius and lead them into a better solution (Porat & 
Bruno, 2005-03-16). The most specific thing here is the agreed upon system with a so called 
3PL-guy from Mahé being stationed at Gadelius office at least one day a week. 3PL-guy is the 
terminology used both by Mahé and Gadelius for the permanent staff that Mahé shall have 
working with the OtD-team. The problem has been that Mahé haven’t been able to provide 
and keep such a person at Gadelius. Organizational problems within Mahé Japan have 
contributed to this and the 3PL-guy has been exchanged several times during the first year of 
operational work (Porat & Bruno, 2005-03-16).  
 
Mahé management say that Gadelius has not approved of some of the people suggested by 
Mahé, but at the same time they agree that they have had problems and have failed to retain 
competent staff as a 3PL-guy (Henriksen & Irmov, 2005-03-01). Mahé on the other hand also 
feels that Gadelius and the OtD-team have not opened up and let Mahé in enough to be able to 
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take over certain activities and that Mahé therefore haven’t been able to make Gadelius’ OtD-
process more efficient. Mahé (Henriksen, Iromv, 2005-03-01) say that the order handling 
process between the two companies as such is working and that the problems until recently 
can be found in the personal relation between the 3PL-guy and the OtD-team. This leads to 
problems when it comes to the 3PL-guy coming in and trying to find areas for improvements. 
Doing this calls for a close cooperation between him and the OtD-team since he needs help to 
figure out how Gadelius is working with their different processes.  
 
Mahé also thinks that Gadelius focuses too much on reduction of direct logistic costs instead 
of indirect costs. Mahé believes that the biggest potential lies within making the processes 
more efficient rather than reducing tariffs for the actual transports (Henriksen & Irmov, 2005-
03-01). Mahé admits that there exist a potential to reduce also direct logistics costs in the long 
run, through for example consolidation of container loads between Gadelius different 
divisions. The effects of consolidation are however limited, even if Mahé would work with 
Gadelius’ different divisions, due to Gadelius’ small volumes and spread out principals. These 
things make it hard to gather sufficient volumes for full containers (Liljero, 2005-02-14). It 
will also take time to achieve these effects, since they require good knowledge about the 
products, processes and business of the shipper something made clear to us by the 
management of Mahé Japan. (Henriksen & Irmov, 2005-03-01). 
 
Mahé consolidating other customers’ shipments with Gadelius’ is another opportunity, but 
this will mainly lead to lower tariffs for Gadelius in the long run rather than direct effects. 
This was made clear to us through speaking to the management of Mahé Japan. Mahé 
consolidating shipments with other customers will only affect Gadelius indirectly since 
consolidating shipments is a way for Mahé to keep low tariffs. (Henriksen & Irmov, 2005-03-
01) 

6.2 The Order to Delivery-work at Gadelius 
Earlier we have talked about the results hoped to be achieved through engaging in a 3PL-
partnership. We will now have a closer look on how the OtD-work is done and to what extent 
Mahé is involved. We hope that mapping these activities will provide a good foundation for 
analyzing whether the OtD-process works as hoped for, how the process can be improved and 
what can additionally be done by Mahé. 
 
The Gadelius OtD-process is today managed by a specific OtD-team. This team consists of 
one general manager and 15 team members. Although this workforce is organized as a team 
and the main body of it is located at the head office in Tokyo, the rest of the members are in 
fact spread out over Gadelius different offices around Japan. How the team exactly is located 
can be seen in table 6.1 (EUR refers to Gadelius K.K.’s export business and we have included 
it here out of a sense of completeness since the information was available. As mentioned in 
the scope section we don’t study this particular part of Gadelius in detail). 
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City Location TOTAL
MTR MAC IEE GMED (EUR)

Tokyo Akasaka Head Office 5 0.5 0.5 1 7
TRC-Service Center 1 1
Ryogoku Office 1 1

Osaka 1 1
Kobe 2 2
Sendai 1 1
Sapporo 1 1
Nagoya 1 1

0
TOTAL 10 2.5 0.5 1 1 15

Gadelius Division

 + 1 General Manager at the Head Office  
Table 6.1 OtD-team members according to division and location March 2005 (Project info) 

As seen in table 6.1 the team members are highly focused towards specific divisions. The only 
two exceptions are the 0.5 under MAC and IEE, which is one member working with both 
divisions, and that one of the MTR members in Tokyo also work to some extent with IEE. In 
other words it is fair to say that although organizationally formed as a team, the OtD is both 
spread out geographically and the team members’ work is divided and focused towards 
specific divisions. The different locations of the OtD-team can be seen in Appendix II. 
 
Although seeming a little bit illogical and inefficient at first sight, there are however reasons 
for the team being spread out geographically. The team members located in the smaller 
offices around Japan are needed there since they not only do OtD related work. They also 
have the function of manning the offices since the sales men quite often are away and meet 
customers etc. The OtD-staff in the smaller offices also do administrative work like preparing 
documents and handling petty cash etc. It should also be mentioned that the work done by the 
OtD-staff at the branch offices hardly can be seen as advanced work. It is rather more 
administrative work like data entry. The core of OtD-team can therefore be said to be located 
together, while some of the administrative work is spread out. 
  
Because of the fact that some OtD-team members not only do OtD related work you can 
redraw the diagram above and instead of writing in the exact number of employees you note 
the number of man-years (fulltime employees in a year) utilized. 
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City Location TOTAL
MTR MAC IEE GMED (EUR)

Tokyo Akasaka Head Office 5 0.5 0.5 1 7
TRC-Service Center 1 1
Ryogoku Office 1 1

Osaka 0.9 0.9
Kobe 1.8 1.8
Sendai 0.6 0.6
Sapporo 0.6 0.6
Nagoya 0.6 0.6

0
TOTAL 8.6 2.4 0.5 1 1 13.5

Gadelius Division

 + 1 General Manager at the Head Office  
Table 6.2 The allocation of man-years within the OtD-team March 2005 (based on project info) 

The numbers in Table 6.2 are based on the allocation of the cost related to the members’ 
salaries i.e. the salary of the OtD-member working with MTR in Sendai is born to 60 % by 
the OtD team and to 40 % by another function within Gadelius. This allocation of the cost is 
based on an estimation of how much of the team member’s work time that is spent on OtD-
related work.  
 
There are however two problems with these numbers. The first is that they are a little bit old. 
Supported by Porat (2005-03-02) we suspect that they to a very high degree are based on 
estimations made around the start up of the OtD-team in early 2003. At that time the team 
consisted of 18 people constituting 15.5 man-years so there is no question that the team has 
become smaller since the startup. What hasn’t changed is the estimation of how much each 
team member work with the OtD-process. The second problem with these numbers is that it 
of course is hard to estimate exactly how a person’s work time is divided without making a 
more exact study for a longer period of time. Different people may also have different 
opinions about what should be seen as OtD-work.  
 
One might argue that it not is so important where the costs end up since it is the same 
company, but we also see other reasons to why it can be important to clarify this. In the 
perspective of our thesis work it becomes important since we want to know where most of the 
OtD-time is spent. From this information it might then be possible to see what kind of work 
that the 3PLP can do and also how big of a saving this corresponds to for Gadelius. A big part 
of our study, especially during our stay at the Gadelius in Japan, has therefore been to spend 
time with the OtD team and asking them to estimate how they divide their work time. We 
didn’t have the time to visit all the smaller offices outside of Tokyo, but one of the purposes 
of the questionnaire that we sent out was to find out how much time the personnel in those 
offices spend on OtD-work. The result of our study can be seen in the table below. 
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City Location TOTAL
MTR MAC IEE GMED (EUR)

Tokyo Akasaka Head Office 4.8 0.5 0.6 1 6.9
TRC-Service Center 0.6 0.6
Ryogoku Office 0.7 0.7

(Osaka) 0.9 0.9
(Kobe) 1.65 1.65
(Sendai) 0.7 0.7
(Sapporo) 0.7 0.7
(Nagoya) 0.5 0.5

TOTAL 8.35 2 0.6 0.7 1 12.65

Gadelius Division

 + 1 General Manager at the Head Office  
Table 6.3 The division of OtD related work time according to our study in man-years 

Studying table 6.3 we can see that the actual amount of man-years spent on OtD work is in 
fact a little bit lower than the original calculation. The difference is about one man-year for 
the whole OtD-team. Since this difference is spread out over the team members the difference 
for each individual is not very significant.  
 
The reason for the branch offices being marked with brackets in table 6.3 is the fact that these 
people were asked to state their amount of OtD-work through our questionnaire. Since the 
questionnaire was anonymous we cannot differentiate what number corresponds to what 
branch office. Size wise these numbers do however correspond to the same pattern as the 
original estimation and comparing and matching the two sets of percentages we created the 
estimation in table 6.3. This method can of course not claim to be 100 % correct, but the total 
number is still valid. 
 
Another purpose of following the OtD-team in their work was to map the exact nature of the 
OtD-process. Doing this we hoped to find out more about the flow of orders and products 
within Gadelius. We also hoped that this would let us see what kind of activities that are 
outsourced and how the interface between Gadelius and the 3PLP looks today. 

6.2.1 The Order to Delivery-processes 
As we have explained earlier the name OtD stands for “Order to Delivery” and the OtD-
process includes all the activities in between an order being initiated and delivery of product.  
 
The OtD process can be divided into three sub-processes and we will here present each of 
them in detail. 
 

 Stock Refill Process 
 Delivery From Stock Process 
 Direct Delivery Process 
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Figure 6.1 The three parts of the OtD-process: A = Stock Refill Process,                                                 
B = Delivery From Stock Process, C = Direct Delivery Process 

In figure 6.1 the transport is illustrated as going with a ship, but some transports are in fact 
sent by air. The transport method depends on the urgency of the transport, weight etc. there 
are also differences between the divisions within Gadelius, which we will discuss later. At 
first we will however look at the processes in a more generalized way.  

The Stock Refill Process 

The stock refill process purpose is to replenish the stock of certain products. All divisions 
within Gadelius keep products or spare parts in stock, but it is the MTR-division that has by 
far the largest amount. Therefore the MTR-division has very formalized stock meetings every 
month that plans what products should be ordered to refill the stock. This is mainly the case 
for the products within the building material part of the division. There are some exceptions 
that we will get back to. The point is that the stock refill process is initiated by a need for 
stock products and this need is realized through some kind of review of the stock levels, once 
a month like in the case of MTR or weekly and less formalized like at GMED. 
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Figure 6.2 The stock refill process in detail 

In figure 6.2 the different steps of the stock refill process can be seen. The activities in the 
grey box illustrate the work of the OtD-team. The arrows on the right hand side of the grey 
box shows what input and output is generated to and from the OtD-team and who the 
sender/receiver of this in- and output is. Finally on the far right you can see how the work of 
the OtD-team is connected to the product flow.  
 
After the need for a stock refill is realized the order is initiated in JDE, which is the business 
system used at Gadelius. The process is then followed by contacting the principal and 
ordering of the product. Before continuing the process an order confirmation must be received 
from the principal. This communication with the principal is almost always done through fax. 
 
After ordering the actual product the next step is to arrange the transport. This is done through 
contacting the freight forwarder which today is done through Mahé in a majority of the cases. 
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In theses cases this contact is done through a simple handover of the order sheet since Mahé 
keeps staff at Gadelius head office in the form of the 3PL-guy. In the case of another freight 
forwarder or the order being made from a branch office, communication is done through fax, 
e-mail or in rare cases phone. 
 
The next step in the process is receiving the shipping information and the arrival note. The 
term shipping info is here used as a general term since what documents actually received is 
determined by whether the transport is done by air or sea. In the case of air transport a way 
bill is received and invoice and packing list are sent together with the cargo since the fast 
nature of an air transport calls for the possibility to perform customs clearance not long after 
the cargo has been sent. When using sea transport all the necessary documents for customs 
clearance are sent by mail from the freight forwarder to Gadelius before the goods arrive in 
Japan. The essential documents are: the bill of lading, the invoice and the packing list. Since 
the originals of these documents are needed to receive the cargo and perform customs 
clearance all of these documents must be forwarded to the customs broker who performs these 
duties. 
 
In almost all cases Gadelius uses the same provider for both customs clearance and the 
following domestic transportation. This is seen by the OtD-team as practical and from 
discussions with OtD-team members we realized that most providers of customs brokerage in 
Japan also provide domestic transportation. In the case of air transport it is enough to notify 
the customs broker of the need for customs clearance and place of delivery. As mentioned 
above there is more work involved in the case of sea transport and the originals of the 
shipping documents must be forwarded to the custom broker together with time and place for 
delivery. 
 
From the point when the product is ordered and until custom clearance the OtD-staff also 
perform the task of monitoring the transport. This involves checking up on production 
schedules of the principals, checking whether a product has been loaded or not and finding 
out how far a certain transport has gone. This is often done to ease the minds of worrying 
salesman who in turn might have to ease the minds of worrying customers. In the stock refill 
process which is described here the monitoring is mainly done to confirm the arrival schedule 
for warehouse and customs clearance. The monitoring of order takes up a more significant 
part in the direct delivery process, which will be described later. 
 
The last steps in the process consist of handing over the product invoice to the finance 
department for collection, closing the order in JDE and filing all documents. On a monthly 
basis invoices from the freight forwarders and customs clearance agents are also received and 
administered together to the finance department for payment. 
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The Delivery From Stock Process 

The delivery from stock process can be seen as the natural next step after the stock refill 
process, although the products might spend some time in stock in between. The delivery from 
stock process is initiated by a direct demand for a product. Most of the times the order comes 
to the OtD-team from a salesman, but sometimes it comes directly from the customer. 
 

OtD-Team     

Initiate Order in 
JDE

Send Request For 
Delivery RFD To Warehouse Agent and/ 

or Domestic Transporter

Preparation of 
Product 

Receive Order 
Sheet

Product is 
Picked Up at W/H

Produce and Send 
Invoice

Close Order in JDE 
and Filing

In-
voice

To Customer
To Finance

Order
Sheet From Salesman or Customer

Delivery to 
Customer

Check Stock Level 
& Confirmation O/C To Salesman or Customer

 
Figure 6.3 The delivery from stock process in detail 

The next step is to check if the product is available in stock and confirm the order back to the 
salesman or customer. This confirmation is not done in all cases. Sometimes a lack of contact 
serves as an indicator that everything is fine and the product will be delivered as requested. In 
the instance of the product not existing in stock due to bad planning, faulty warehouse data etc. 
a discussion is made with the customer and salesman. This will decide whether there is 
enough time to order the product from principal (see direct delivery process below), a 
substitute product can be used or if the customer will use another supplier. 
 
After checking the stock level the order is as in the stock refill process initiated in JDE and a 
request for delivery is sent to the warehouse agent. Warehouse management and domestic 
transport from warehouse is often done by the same domestic supplier.   
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The order of the activities, confirmation, initiating in JDE and requesting delivery seem to 
vary between divisions. Since they are performed more or less at the same time or with very 
little time in between we have decided to illustrate them in the, in our minds logical, order 
depicted in figure 6.3. 
 
As can be seen in figure 6.3 the delivery from stock process is much simpler than the stock 
refill process. The only activities after requesting the delivery are producing the invoice, 
sending it to customer, giving a copy to the finance department, closing the order in JDE and 
filing documents. This process can therefore be said to very simple and straightforward. 
Compared to the other two processes there is no monitoring of the transport going on, this 
since the delivery process only takes one or two days. The number of orders for stock 
products is on the other hand very large and a majority of the personnel in the OtD-team is 
therefore working with this process. As to some extent can be seen in figure 6.3 quiet a 
number of the activities are related to the business system JDE (initiating, creating invoice, 
closing). We will get back to this later. 

The Direct Delivery Process   

The direct delivery process can be said to be a combination of the above explained stock refill 
process and the delivery from stock process. It does however share most of its traits with the 
stock refill process, which can be seen in figure 6.4. Therefore we will only discuss the 
differences between the two processes here. The rest is basically the same. 
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Figure 6.4 The direct delivery process in detail 

The first thing that is different is at the very beginning. The direct delivery process is like the 
delivery from stock process initiated by a direct demand from the salesman or customer. 
There are basically two cases here, which almost exclusively depend on the product ordered. 
Either it is a plain stock out of a product, and the customer accepts the longer delivery time, or 
the product is not kept in stock. In the case of a stock out this will normally call for a quick 
delivery by air. The products not kept in stock are normally either big and expensive 
machinery or products that have very low demand.  
 
Even though these cases can seem quite different they are remarkably similar from the OtD-
team’s perspective. From the point when an order is being initiated the process is exactly the 
same as the stock refill process. As we have mentioned earlier the monitoring is more 
significant in this process. Since a customer is waiting in the end of this process the need for 
keeping track of the order is greater. Orders for industrial machinery and orders being part in 
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for example bigger building projects may be subject to change and this also increases the need 
for more frequent contact between the salesmen and the principal, via the OtD-team. 
 
At the end of the direct delivery process we once again see some differences. The main one is 
quite obvious. The point of delivery is an agreed upon location rather than a warehouse. 
Especially larger machines do however go past a warehouse or service center for testing and 
adjustments before final delivery. This does however not affect the OtD-team in any greater 
extent. All that changes is the destination that should be informed to the domestic transporter. 
Also since the product is going to the customer an invoice is produced and sent to the 
customer as well as being handed over to the finance department before final closing in JDE 
and filing of the order.  
 
As for the other two processes invoices from overseas freight forwarding, custom clearance 
handling and domestic transport etc. is received on a monthly basis from the different 
suppliers. These are then bundled and given to the finance department for payment. 

6.2.2 The different divisions 
Above we have described the three different delivery processes in a general way for the whole 
of Gadelius. There are however some differences between the individual divisions that we 
will discuss here. 

The Material Division (MTR) 

MTR actually consists of two subdivisions which we haven’t discussed earlier and we will 
only mention them briefly here. The subdivisions are Building Material (BUM) and Industrial 
Material (IMA).  
 
IMA which mainly consists of products from Gadelius largest principal Reeves is a little bit 
different from the rest of Gadelius. There are two persons in the OtD-team working solely 
with the Reeves account and they don’t use JDE like the rest of Gadelius, but instead a, to 
JDE linked, specially made sub system. This is because Reeves products consist of printing 
blankets for the printing industry. These are delivered on large rolls to Gadelius and they 
therefore need to be cut into different sizes to match the different demands of the customer. 
We will not further elaborate on this here, but the main reason for using a special sub system 
is that JDE don’t support this activity of the large rolls coming in and being cut up to a large 
number of different sizes before delivery.  
 
There is basically no direct delivery within IMA and the stock refill process to a high degree 
involves the salesmen so the main business can therefore be adhered to the delivery from 
stock process. This process as such seems to consist of routine work to a great extent. The 
process is simpler than the normal delivery from stock process and consists of the following 
steps:  
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1) receive order from customer  
2) input order into sub system  
3) print out and give debit notes to the finance department 
4) transfer data from sub system to JDE.  

 
The first two activities are done for each order and the last two activities are done for all 
orders at the end of the day. The printing of debit notes take about 30 minutes and the transfer 
is done automatically between the systems once a day. IMA is also the one part at Gadelius 
that does not use Mahé at all. This is because Mahé has not been able to in a cost effective 
way deliver one key service that the old freight forwarder includes as a service to Reeves. 
(This freight forwarder lets Reeves use the containers as storage facilities at their production 
plant and picks them up when they are full and ready for transport. Mahé hasn’t been able to 
provide this service to good price and it has therefore been decided that the old freight 
forwarder should be used.) 
 
MTR easily encompasses the largest amount of people in the OtD-team and of these a 
majority work with BUM. As we have mentioned earlier BUM has the largest amount of 
stock at Gadelius and the number of different articles that are kept in stock is also the largest. 
Therefore the stock refill process at BUM is very formalized and the ordering of new stock 
requires the approval of both the general manager of the OtD-team and the general manager 
of MTR. Each month a stock meeting is held by the OtD-members working with BUM, the 
General Manager of the OtD-team and IT-support.  
 
The stock meeting uses data from a specially made computer programme as a guide, and 
taking into account trends and forecasts for the future, the meeting decides what products 
should be ordered into stock. The stock meeting goes through the orders suggested by the 
program and decide whether new orders should be made. Eventually the new orders will 
almost solely be based on the suggestions by the program, but for the moment this procedure 
is in a transition phase, and more work from the personnel is needed. The program itself bases 
its suggestions on stock levels suggested by the salesmen and the current stock level etc. 
 
In the case of larger building projects etc. (at Gadelius referred to as job orders) the invoices 
are sent to the customer and finance department. After the whole project has been finished the 
order is closed in JDE. Therefore an extra entry into JDE is made in the direct delivery 
process when the goods have arrived to Japan. The goods are also inspected for damages upon 
arrival to warehouse in the stock refill process and the OtD-team receives the results from 
these inspections. 
 
BUM also has another special trait. BUM uses some parts to their products that are supplied 
by domestic suppliers in Japan. These parts are mainly smaller additions to the products, like 
door handles and locks etc., to modify them for the Japanese market. These products are 
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ordered through what can be described as a simpler version of the stock refill process within 
MTR. Therefore we choose not to describe this process in great detail.  
 
The work related to this domestic process also doesn’t involve so much work from the OtD-
team. About 0.3 man-years can be adhered to this special process within BUM. Since it is 
only a domestic transport that in fact is arranged by the supplier there is no need for the OtD-
team to arrange the transport with a special domestic transporter and there is no customs 
clearance. There is however a contact to the warehouse informing of the arriving products. 
Otherwise the flow can be said to be the same as for the overseas stock refill process. In some 
rare instances when the need arise the products from the domestic supplier can be sent directly 
to the customer. This mainly happens for larger building projects. 

The Machinery Division (MAC) 

MAC mainly has business within the direct deliver process. Here there are two cases. The first 
involves industrial machinery like packing machines that first of all are too expensive and 
secondly require too much customization according to the customer’s specification to be kept 
in stock. The second case is regarding spare parts for the machinery. The demand for these 
parts is low while the number of different spare parts is high making it not deemed worth to 
keep them in stock. There is however a great need for quick delivery of the spare parts since a 
stand still of a machine can be quite costly for the customer. Therefore the spare parts of 
MAC are almost exclusively delivered by air. 
 
Since the larger machines require quite a lot of technical specifications, the first steps of the 
process, including specifying the order, contacting the principal and receiving order 
confirmation, are not done by the OtD-team but by the salesmen within MAC. The salesmen 
also contact the freight forwarder. The OtD-team takes over when it comes to receiving the 
goods, arranging customs clearance and domestic transportation. The OtD team also produce 
a domestic packing list that is sent to the customer. This packing list is basically a translation 
of the English version into Japanese. It should be noted that the number of ordered machines 
in a year is comparably low and that only a part of the 0.5 man-years at the head office, in our 
estimation, are concerned with these orders. The expensive nature, the need for modifications 
during the process and the waiting customers do however increase the need for monitoring 
and keeping track of the status of the order.   
 
The spare parts follow the direct delivery process with the exception that the spare parts 
always pass by the technical center in Tokyo before being delivered to customer. This means 
that two domestic transporters are used, one to and one from the technical center. Sometimes 
the service personnel take the spare parts with them when going out for repairs. As mentioned 
before, the spare parts are almost always delivered by air to Japan which makes for a speedy 
and simple process.  
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The Industrial & Environmental Equipment Division (IEE) 

Since IEE once was a part of MAC its ordering process basically follows the same pattern as 
MAC. It is a very small division and in terms of OtD work it is the smallest and therefore it 
encompasses only 0.6 man-years of work load in total. A difference compared to MAC is that 
products to a greater extent are kept in stock. According to the OtD-team the stock refill 
process and direct delivery process for IEE follow the structure of the direct delivery process 
for MAC machines and the delivery from stock process follow the pattern of the delivery 
from stock process at BUM. 

The Medical Division (GMED) 

GMED is also a smaller division within Gadelius and all OtD-work regarding GMED is done 
by one person located at the Ryogoku office in Tokyo. In other words the GMED part of the 
OtD-team can be said to lack direct connection with the main body of the OtD-team at the 
head office.  
 
What struck us studying the OtD-work concerning GMED was that it seemed very simple and 
straight forward. Only one single OtD-member manages all of the three different OtD-sub 
processes that we have discussed within GMED. Especially the delivery from stock process 
was almost optimal in our eyes and actually qualified to be a 3PL service on its own 
according to our definitions. After receiving an order for a stocked product at GMED the 
order information is entered into JDE. After this only one contact is made to the warehouse 
manager before closing the order in JDE. The point is that the provider for warehouse 
management also provides domestic transportation and can therefore take care of all activities 
in the process excluding the JDE related work and invoicing. At the warehouse the product is 
picked, packed, loaded to a truck and delivered to the customers, all by the same supplier.  
 
The products delivered from stock at GMED can more or less be considered consumable 
goods, e.g. a gel used for ultra sound examinations, the customers are invoiced on a monthly 
basis and the invoice from the warehouse manager is received on a monthly basis. All of these 
things provide a base for an easy and efficient process. 
 
The other two processes at GMED basically follow the standard layout. One might say that 
the general picture that we described above mainly is based on the work at GMED and that 
the section thereafter describes how the other divisions differ. Anyhow, in the stock refill 
process we see more signs that true 3PL-services are provided to GMED. The warehouse 
manager also performs inventory inspections of the stock levels of GMED’s products. This 
data is provided to the OtD-member working with GMED and is compared with Gadelius 
own JDE data on a weekly basis. Doing this the stock levels are continuously checked for 
shortages and correctness. If a shortage is found the stock refill process at GMED is initiated. 
 
One more interesting point of the stock refill process at GMED is the fact that it is the 
provider of warehouse management who also takes care of customs clearance and transport to 
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the warehouse. We can now conclude that one logistics provider provide the following 
services to GMED: 
 

 Custom clearance brokerage 
 Transportation to warehouse 
 Warehouse management 
 Picking and packing of orders 
 Final delivery to customer 
 Stock level inventory 

 
This is indeed quite a list of activities and one can also argue that these services are bundled 
since they are invoiced together on a monthly basis. This is what qualifies this provider as a 
3PLP in our eyes. 
 
The stock refill at GMED is almost always done by sea transport, but the direct delivery is 
almost always done by air. Direct delivery at GMED mainly concerns larger machine-like 
medical equipment like diagnostic tools or surgical training equipment. These machines are 
sent by air and the process follows the general description. For these products GMED usually 
uses distributors, meaning that the orders are received from the same. Before final delivery to 
the distributor the machines usually pass by the Ryogoku office for testing and calibration. 

6.2.3 The Order to Delivery workload 
Until now we have discussed how much OtD-personnel are used by each division and what is 
included in this work. We have however not discussed how big a workload each division 
represent to the OtD-team. Since the work within the OtD-team is of a very administrative 
nature the amount of work can be said to be strongly related to the number of orders. We have 
chosen to compare the number of OtD-members allocated to each division (from table 6.3) 
with the number of invoices handled by each division (the number of invoices is based on 
year 2004) and this comparison can be seen below. 
 

 
Table 6.4 The number of man-years and number of invoices for each division 

Looking at the numbers in table 6.4 we see that although the man-years for each division 
roughly follows the number of invoices there are some differences. We should point out that 

MTR MAC IEE GMED (EUR) TOTAL
Man Years 8.35 2 0.6 0.7 1 11.65

Percent (Man Years) 72% 17% 5% 6% 100%
Percent (Invoices) 77% 12% 2% 10% 100%

Number of Invoices 25772 3926 614 3336 33648

Number of Invoices/
Man Years 3086 1963 288847661023
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since the number of man-years for IEE is small and the OtD-team members working with IEE 
also work with other divisions this number might be somewhat inaccurate.  
 
The most important conclusion that can be drawn from table 6.4 is that the OtD-member 
working with GMED seems to manage quite a lot more orders compared to the rest of the 
OtD-team. We think that this is due to the simple OtD-process within GMED. One might 
argue that the orders within for example MAC are more complicated and takes more time 
since the industrial machines require a lot of important specifications etc. This might be true 
to some extent, but our impression is that the salesmen within MAC do a big part of the work 
regarding specifications. The number of orders for larger machines within MAC is also quite 
low. Approximately between 10 and 20 orders for larger machine are received in a year 
meaning that a vast majority of the orders within MAC are orders for spare parts or smaller 
article that shouldn’t require more work than the orders for the other divisions. 
 
One might also argue that there could be uncertainties with the number for the amount of 
man-years regarding GMED. This since it’s not much larger than the same number for IEE 
and we have said that this number might be a little bit inaccurate. The person working with 
GMED within the OtD-team do however only work with GMED and we therefore believe the 
number regarding GMED to be quite correct. If you use the quota for how many orders that 
are handled per man year at GMED to calculate how many man-years an OtD-team, where all 
parts work as efficiently as the part at GMED, would constitute we get the following result. 
 

33648
4766

= 7.06
 

 
We see that an OtD-team working as efficiently as the part working with GMED could 
manage with around 7 man-years. As we have mentioned we see a true 3PL service being 
performed at GMED. If both Mahé and Gadelius has seen it as possible to have and OtD-team 
composed of between 2 and 4 man-years, why then is the number calculated above as high as 
7? We think that that biggest explanation lies in the amount of JDE-related work done within 
the OtD-team. 

6.2.4 The amount of JDE-work in the Order to Delivery-team 
Spending time with the OtD-team and doing our investigation we got the impression that a lot 
of the work done in the OtD-team was related to the business system JDE. Based on the 
information about each OtD-member’s work that we collected during our interviews we tried 
to estimate exactly how big the JDE portion of the OtD work was. The result of this 
estimation can be seen in the figure below. 
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OtD Non JDE JDE JDE % Of
Man Years Man Years Man Years OtD-Work

Akasaka office 4.9 2.02 2.88 58.8%
Reeves account 2 0.2 1.8 90.0%
Not Akasaka office 5.75 1.57 4.18 72.7%
TOTAL 12.65 3.79 8.86 70.0%

 + 1 General Manager at the Head Office  
Table 6.5 The OtD-work compared to the amount of JDE related work 

In table 6.5 the division between the different parts of Gadelius is different compared to 
previous figures in this chapter. We have chosen this different layout here to illustrate what 
parts that can be easily affected by just moving the interface between OtD-team and 3PLP. 
All imports in terms of overseas transports are managed at the Akasaka office and it is only 
this part that can be affected if Mahé takes over the whole import process. The OtD-team 
members working with the Reeves account are very independent, their work is quite special in 
nature and a big part of their work concerns domestic order handling. The staff located 
outside of the Akasaka office work principally only with domestic order handling, or in terms 
of our previous mapping, with the delivery from stock process. In other words are at least 
eight man-years in the OtD-team related to domestic order handling, something that is not 
included in the present partnership. 
 
The second aspect of table 6.5 is the distinction between OtD work and JDE work. The JDE-
number is as mentioned an estimation and as we see it the estimation is too high rather than 
too low. We do however believe that the total JDE figure cannot be more than at most two 
years off. The point of making this distinction is that this part of the order handling cannot be 
dealt with by simply handing over a bigger part of the OtD-process to the 3PLP, since the 
JDE information is needed internally by Gadelius. These man-years can only be affected by 
changing the business system, making it easier to enter order information or by linking the IT-
systems of Gadelius and the 3PLP. In other words there is a need for larger investments and 
more dedication from the parties to make the largest part of the OtD-work more efficient.  
 
In short we can conclude that there at most are between two and three man-years at the 
Akasaka office that can be affected through letting Mahé take over the whole Stock refill 
process and direct delivery process. The rest of the work can only be affected by looking on 
domestic transports. 

6.3 Development of the eight Key Performance Indicators 

6.3.1 1. Logistics Cost  
We have earlier explained how the first KPI measures the development of the logistics costs, 
excluding personnel cost. Also excluded from the graph presented below is the export 
division of Gadelius. This is natural if the graph is used to measure how well Mahé is 
performing since Mahé only takes care of the import. The idea to exclude imports and by 
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doing so only take the costs that Mahé can influence into consideration is therefore very good 
in our eyes, but the problem is that there still is a lot of other costs included that Mahé can’t 
affect. Domestic transport and warehousing are two examples of this since they not are a part 
of the current partnership. We will in later chapters return to how we think this cost KPI could 
be measured more efficiently. 
 
With this said it is still interesting to have a look on how the total import cost has developed. 
We should here also mention that the values are calculated as a 12 month rolling average by 
Gadelius. This is a way to even out seasonal variations occurring, regarding for example sales 
volumes. It might however also even out the effects achieved through improvements and it 
will therefore take time for effects to shine through in the KPI.  
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Diagram 6.1 Development of the first KPI as a 12 month rolling average over the last two years. 

As can be seen in the graph above this cost has been fairly stable over the last two years. The 
lack of decreasing logistics costs is one of the disappointments with the partnership, since 
Gadelius was expecting this cost to go down starting in January 2004 when Mahé started 
taking over more of the logistics activities. In fact Gadelius had hopes of being able to cut the 
costs for overseas transport significantly and numbers as high as 50 % was mentioned. This 
was hoped to be achieved through consolidating volumes from different divisions and using 
Mahé as a 3PLP. This should of course then be something that would shine through in this 
graph even though other costs are included unless these other costs had increased significantly.   
 
Like stated above this was one of the disappointments with Mahé and we therefore decided to 
do a more thorough cost analysis to see what actually had happened.    
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Cost analysis of the first Key Performance Indicator 

Gadelius hopes of being able to cut the transportation costs in half mainly come from a figure 
of 45 MJPY. This figure was calculated as the total cost of Gadelius overseas transport using 
the new tariffs received from Mahé. These new tariffs were an answer to the Request for 
Quotation (RFQ) that Gadelius had sent to a number of different logistic companies. Based on 
what was thought to have been the volumes of 2002 the new tariffs could be used to calculate 
the 45 MJPY figure. This number was then used to compare with the actual cost of 2002 that 
had been approximately 100 MJPY. 
 
When looking at the volumes used for this calculation they do however seem to have been 
much lower than the actual volumes sent 2003 and 2004 (we couldn’t receive a good number 
for the freight volumes of 2002), even though they should have been about the same (Porat & 
Bruno, 2005-03-24). In other words we suspect that the volumes used for this calculation was 
significantly lower than what the real volumes for 2002 actually were, hence resulting in a too 
low total sum of 45 MJPY. 
 
AIR SEA

No. Ship Weight (kg)

Trp Cost including 
CC and handling 

(JPY) No. Ship LCL (m3) 20 Feet 40 Feet

Trp Cost including 
CC and handling 

(JPY)
Total 2003 307 96038 29 067 115 Total 2003 263 747 41 126 43 708 300
RFQ 384 77648 22 989 332 RFQ 136 61 32 47 13 015 339

Difference 2003 
and RFQ (%) -20% 24% 26%

Difference 2003 
and RFQ (%) 93% 1126% 28% 168% 236%

AIR SEA

No. Ship Weight (kg)

Trp Cost including 
CC and handling 

(JPY) No. Ship LCL (m3) 20 Feet 40 Feet

Trp Cost including 
CC and handling 

(JPY)
Total 2003 311 83387 29 067 115 Total 2003 268 553 62 111 40 177 311
RFQ 384 77648 22 989 332 RFQ 136 57 32 47 13 015 339

Difference 2003 
and RFQ (%) -19% 7% 26%

Difference 2003 
and RFQ (%) 97% 870% 94% 136% 209%

2003 2003

2004 2004

 
Table 6.6 Volumes sent by Gadelius 2003 and 2004 and the cost for it, all compared with the RFQ 

The big difference becomes apparent when we in table 6.6 see how the volumes of 2003 and 
2004 are fairly similar, while those thought to have been the volumes of 2002 (same as the 
volumes used in the RFQ) are considerably lower. We here have to add that a figure of 12 
TEU (Twenty foot Equivalent Unit, the volume of a 20 feet container) not has been included 
in the RFQ since it not is clear to what extent it is transported as LCL or FCL, but no matter 
how it is included a big difference in the total is a fact. One possible reason for this occurring 
is that not all shipments were included in the RFQ, but we don’t know this for sure and at the 
moment no one have been able to provide a certain answer. We are however certain that the 
expectations of a major cut of the overseas transportation costs have been too high. 
 
Looking at the tariffs Mahé offered, we get even more convinced since they only show around 
10 percent cut compared to the tariffs earlier used by Gadelius. This is something that 
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Gadelius was aware of, but they still had the impression that a larger cut was possible mainly 
due to effects of consolidation (Porat & Bruno, 2005-03-24). Such effects are however not 
likely and even Mahé stresses that effects of consolidating goods from Gadelius different 
divisions takes time and are limited at best, since the suppliers are spread out over various 
areas. When it comes to Mahé being able to consolidate Gadelius goods with that of other 
shippers, this is mainly a way for Mahé to keep low tariffs. If large effects were to be 
achieved from this, Gadelius would earn from it through lower tariffs in the future. All in all 
we can therefore say that a major cut in the cost for overseas transport not is likely for 
Gadelius engaging in a 3PL-partnership, these expectations are simply too high. 
 
How has then this lack of expected cost reductions affected the partnership? We don’t want to 
exaggerate it, but we still think that this is one of several parts that make the partnership 
between Gadelius and Mahé not work as smoothly as one would like. Since Mahé has been 
seen by some as a logistics partner that don’t deliver what they promise, this has of course not 
lessened the bad feelings. 

6.3.2 2-3 Productivity 
The first of these two KPI is measuring the number of sales orders and the number of job 
orders per man hour, a figure that of course should increase if the OtD-team is performing 
well. Included in this KPI is also the quota between the number of sales orders and the 
number of job orders. This figure is a bit hard to understand, but if the figure is decreasing it 
means that the OtD-team is handling relatively a lot of job orders, and since theses also are 
the ones that takes more time, a decreasing value indicates a hard working OtD-team. The 
development of these figures can be seen in diagram 6.2.  
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Diagram 6.2 Development of the second KPI as a 12 month rolling average over the last two years 
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According to the description above, this KPI can be said to have developed fairly positive. In 
a way a big gap between the numbers can be said to illustrate higher productivity since this 
means that the OtD-team is handling many orders in relation to what type of orders that they 
are working with. 
 
The second KPI that measure productivity is also connected to the number of orders that the 
OtD-team handle. Instead of sales and job orders this figure tracks the number of accounts 
payable and accounts receivable that is handled per man hour is used.  
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Diagram 6.3 Development of the third KPI as a 12 month rolling average over the last two years 

Since this KPI basically is measuring the same thing as the second KPI the development 
should be in the same direction and we feel confident saying that this KPI also has had a 
positive development. 
 
Concluding that both productivity KPI have had a positive development one might wonder if 
it is correct to draw the conclusion that the OtD-team now is working in a more efficient way. 
We do however hesitate to do so since we don’t feel certain that using these KPI really is a 
good way to measure the productivity. 
 
Using these figures you of course get a good picture of how much work that is being 
performed by the OtD-team, but what figures like this don’t take into consideration is that 
they to a very large extent are dependent of things that the OtD-team can’t control. How many 
sales- and job orders they can handle per man hour is largely dependent on how many sales- 
and job orders that they have received, i.e. how much Gadelius has sold. The same thing goes 
for the account payable and accounts receivable figures.  



-99- 
 

 
We therefore feel that these figures to a greater extent describe how much work the OtD-team 
has performed rather than how productive they are. The only thing that the OtD-team can do 
to make the figure go up is to relieve members of the team and this is of course nothing that 
can be done on a monthly basis, just to quickly hire them again when the workload is greater. 

6.3.3 6-7 Mahé’s performance 
Delivery performance and Cargo damage are both straight forward and easy to understand. 
We also feel that these KPI should be fairly easy to measure and follow. Since both of them 
are included in the contract this also feels like an obvious thing to do. As mentioned earlier 
Mahé shall not exceed 2 % delayed shipments and deliver a damage rate less than 0.1 %.  
 
These figures have not been measured at all by Gadelius, who instead relies on Mahé to 
provide this information. A major part of the purpose with our project was to evaluate the 
fulfilment of the initial objectives. Since these two figures also were included in the contract 
between Mahé and Gadelius it becomes extra important for us to study them in detail. 
 
What we have received from Mahé is a detailed description of all problems that have occurred 
since January 2004. This is of course excellent information to use when discussing with 
Gadelius about for instance reimbursements and freight improvements. When looking at for 
instance quarterly feedback we do however feel that they fail to show what percentage of 
damage and what percentage of delays that have occurred. Furthermore irregularities not 
caused by Mahé are included which makes it even tougher to calculate any exact figures.  
 
It might be that the meaning of these figures is clear to the involved parties, but for an 
outsider like us they aren’t. A big reason for measuring these figures, on top of them being 
included in the contract is to make them available for the whole Gadelius organisation. This 
since a major problem at the moment is that there are rumours within Gadelius about bad 
performance from Mahé and that things worked better before the partnership. The amount of 
claims and delays earlier are not possible to find out since they haven’t been measured. It is 
therefore hard to find out if using Mahé has given a better or worse performance, but 
informing the organisation about whether Mahé really is keeping the agreed on levels could 
be enough to avoid rumours spreading. 
 
When looking closer at the figures provided by Mahé, the irregularities reported from January 
2004 until March 2005 is eight. Out of these about six can be said to be Mahé’s responsibility. 
On top of this we are not sure if all delays and damages really are included or if it only is the 
serious ones, where action needs to be taken, that are mentioned. All of this leads to us not 
wanting to speculate further in whether to agreed on levels have been kept or not and we 
therefore feel satisfied in just concluding that these KPI should be measured and presented 
more thoroughly in the future. 
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6.3.4  8 Cost per kilo offered by Mahé 
Cost per kilo or cubic meter is a KPI easy enough to understand, but not so straight forward to 
calculate since it is influenced by many factors that Mahé can’t control like exchange rates 
and fuel prices. To exemplify the importance of these factors we have had a look at the 
fluctuation of the crude oil price during 2004. From January to December the price per barrel 
went up from 31 USD to 40 USD in December. On top of this there was a peak in October 
2004 of almost 50 USD (http://www.spi.se/, 2005-05-07). The January to December increase 
is equal to nearly a 30 % increase in price. For the airline companies the fuel prices often 
come close 10 % of their overall costs (Liljegren, 2003). 
 
This increased cost will in the end of course have to be paid by the customers. Calculating to 
what extent the increased fuel price has meant higher tariffs for Mahé and Gadelius is 
probably very hard to do and also not of much interest in our case. The important point that 
we are trying to make is simply that external factors that can’t be influenced easily can make 
it look like Mahé has done a bad job, even though they might have done changes that actually 
correspond to the promised 2 % price reduction. 
 
Despite of this the figure is included in the contract, but this should maybe be seen rather as a 
way for Gadelius to ensure that a 3PLP just wouldn’t offer low tariffs to get the deal and then 
simply raise the prices once the contract was signed (Porat, 2005-03-02). This cost KPI can 
also be seen as a way for Gadelius to point out what they feel is important and that Mahé 
therefore should try hard to minimize this cost. 
 
It is Mahé’s responsibility to track this KPI and we therefore collected the information that 
can be seen in table 6.7 from them. 
 

FCL cost (JPY) 12332837 Charge 13089492
LCL cost (JPY) 5761427 Weight (kgs) 40030
FCL Volume (TEU) 109 Average cost per kgs 327
LCL Volume (M3) 400
Average FCL cost (per TEU) 113145
Average LCL cost (per M3) 14390

FCL cost (JPY) 6024030 Charge 4917571
LCL cost (JPY) 2052923 Weight (kgs) 13613
FCL Volume (TEU) 59 Average cost per kgs 361
LCL Volume (M3) 142
Average FCL cost (per TEU) 102102
Average LCL cost (per M3) 14418

GKK Ocean 2004 GKK Air 2004 

GKK Ocean 2005 GKK Air 2005

 
Table 6.7 Overseas volumes and cost of shipments provided by Mahé parts of 2004/2005 

From the figures one can see that the average FCL cost per TEU has decreased while the 
average LCL cost and the cost for airfreight has increased. This makes it hard to draw any 
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conclusions. The contract only talks about prices per kilo decreasing by 2 % and we see that 
the price per kilo hasn’t done this in the case of airfreight, while the sea freight, which is 
calculated with cubic meter as a base, both has increased and decreased. This confusion can to 
some extent be explained with the KPI simply not being defined in a practical way compared 
to how the freight charges are determined. 
 
All of this said, we still agree that the KPI in itself is useful to point out that the cost is 
important, but it is not a good measure to see whether or not Mahé is performing well when it 
comes to cutting Gadelius transportation costs.  

6.4 Attitudes within Gadelius 
One of the most important tools to investigate the attitudes within Gadelius towards the OtD-
project and the use of a 3PLP was, as we have described earlier, the use of a questionnaire. We 
will now describe the questions in the questionnaires sent out to the OtD-team and the 
salesmen, some thoughts about why we decided to ask the question, a summary of the result 
and some short conclusions. 
 
Before we go on we will say a couple of words about how the results are presented. Since 
almost all of the questions in our questionnaire had multiple choices we have chosen to 
display each alternative together with a staple that indicates the number of respondents who 
marked that alternative. We think that this method give a good graphical summary of the 
answers. It also gives the complete picture of what was said by the respondents. We think that 
this is very good since we haven’t made the statistical analysis that could have supported the 
use of for example averages and standard deviations.  
 
Some questions have the possibility of multiple answers being marked by the same 
respondent. This means that the total number of alternatives marked may exceed the number 
of respondents to the questionnaire. 
 
One might raise an objection to some of the questions where we only ask whether the 
participants think that something is good or bad and not what it is that specifically is good or 
bad. This is to some extent a consequence of our aim to make the questionnaire as simple as 
possible, but mainly due to us aiming to find out the general attitudes rather than the specific 
opinions. 

6.4.1 The questionnaire to the Order to Delivery-team 
The questionnaire to the OtD-team included four questions which aimed to investigate the 
OtD-team’s understanding of the purpose behind the OtD-project, what they thought about the 
OtD-team and their thoughts about how to best utilize Mahé as a logistics supplier. A question 
only to the OtD-staff working in the branch offices was also added to get an estimation on 
their amount of OtD related work.  



-102- 
 

Question 1 
[1]  What do you think is the objective with Gadelius OtD-Project, including using Mahé as a 
logistics partner? Please mark the ones that you feel apply. 

To reduce direct logistics costs (shipping, airfreight, customs clearance etc.) □  

To reduce indirect logistics costs (administrative labor costs etc.)  □ 

To create an efficient organization that can handle an increase in sales volume □ 
To let Gadelius focus on it’s core business   □ 

I don’t know what the objective is   □ 
Other objective: _______________________________________________ 
 
 
This question aimed to find out how the OtD-team understands the underlying purpose of the 
OtD-project and therefore also the purpose of their own organisation and work. The 
alternatives that we added are based on dialogues with the top management at Gadelius and 
our interpretation of the purpose, which we have discussed elsewhere in this thesis. Another 
reason for wanting to ask this questions was that in Mahé’s eyes the OtD-team felt that direct 
cost reductions was the biggest reason for implementing 3PL. In other words there is no 
correct answer, but rather we want to know if the OtD-members think they understand the 
purpose and if all of the team members have the same ideas about it 
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Diagram 6.4 Answers to question 1 by the OtD-team 

The answers to question 1 can be seen above and we can conclude that only two respondents 
said that they didn’t understand the objective of the project and that the opinion of the team is 
quite homogeneous. The general opinion is clearly that the purpose is to reduce logistics costs, 
both direct and indirect. The two people who said they didn’t know what the objective was 
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worked in a branch office outside of Tokyo and all OtD-staff within Tokyo had marked direct 
cost reductions as an objective. 
 
Question 2 
[2]  What do you think of today’s system with using a specific OtD team? 
 
1 2 3 4 5   
It’s not good  It’s not so good It’s neither good It’s fairly good It’s very good  
at all   or bad    
 
The second question aimed to find out if the OtD-team believes that the setup with one central 
OtD-team is good. In a wider sense this can also give an idea whether the team believes in 
their own work and to what extent they are motivated to do it. 
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Diagram 6.5 Answers to question 2 by the OtD-team 

As seen in diagram 6.5 the OtD-team is almost completely indifferent to whether the team as 
such is a good setup or not. A slight shift towards a positive attitude can be seen, but is very 
marginal.  
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Question 3 
[3]  What do you think is the best way to use Mahé? Please mark one alternative. 

The best way is not use Mahé at all   □ 
Mahé is best used as a freight-forwarder together with other freight-forwarders □ 

It is best to use Mahé as much as possible for transports   □ 
from the principals to the Japanese port or Airport    

The best way is to use Mahé as much as possible as a sole provider for the whole □  
transport from principal to warehouse and customer (including customs clearance etc.) 

The best way is to use Mahé as a fully integrated partner  □ 
supplying and developing all logistics activities  

I have no opinion    □ 
 
This question was added to find out how far the OtD-team thinks that the 3PL concept should 
be implemented with Mahé. Here the alternatives follow an escalating scale, since the 
alternative ranges from not using Mahé at all and then gradually describes an increasing 
involvement from Mahé’s side. 
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Diagram 6.6 Answers to question 3 by the OtD-team 

The answers to this question were quite spread out as can be seen in diagram 6.6. Four people 
had no opinion about the matter. Two of the answers naming the highest level of involvement 
(Alt. 5) were supplied by respondents located outside of Tokyo. Taking a look at the ones that 
had an opinion about the matter we see that even though nobody suggested that Mahé 
shouldn’t be used at al, most of the team members, particularly those in Tokyo, thought it was 
best with a fairly low level of integration similar to the present situation. The option to use 



-105- 
 

other freight forwarders got a lot of subscribers and this suggests taking a step back with the 
partnership since it is alternative 3 that best describes the present situation. 
 
Question 4 
[4]  Only for OtD Staff Outside of Tokyo. How much of your working time do you spend 
on OtD work today? (e.g. ordering transport, monitoring transport, managing customs 
clearance etc.) Please answer with a percentage of your work time. 
 
    _______ % 
 
This question had the purpose of finding out the amount of OtD-work done by OtD-staff 
located outside of Tokyo. The six answers that we received were ranging from 50 % to 90 % 
with the exact answers as follows: 
 
90 % 85 % 80 %  70 % 70 % 50 % 
 
As presented here these numbers don’t say much, but we use these results in the section 
describing the work done by the OtD-team. 

6.4.2 The questionnaire to the Salesmen 
The purpose of the questionnaire to the salesmen was similar to that of the questionnaire to 
the OtD-team and therefore some of the questions are exactly the same. The explanation for 
these questions are not written here since they are exactly the same as the counterparts 
explained above. The questions as such are however listed once more to improve the 
interpretability of the answers presented. The biggest difference between the two 
questionnaires is that the one handed out to the salesmen includes questions regarding their 
workload and whether they after the OtD-project can concentrate more on activities directly 
related to sales.  
 
Question 1 
[1]  What do you think is the objective with Gadelius OtD-Project, including using Mahé as a 
logistics partner? Please mark the ones that you feel apply. 

To reduce direct logistics costs (shipping, airfreight, customs clearance etc.) □  

To reduce indirect logistics costs (administrative labor costs etc.)  □ 

To create an efficient organization that can handle an increase in sales volume □ 
To let Gadelius focus on it’s core business   □ 

I don’t know what the objective is   □ 
Other objective: _______________________________________________ 
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Diagram 6.7 Answers to question 1 by the salesmen 

As for the OtD-team direct cost reduction of the logistics cost received the most subscribers 
within the sales staff. What differs is that all alternatives received a couple of marks and that 
indirect cost reductions, a more efficient organization and increased focus on core business 
got almost the same amount of responses. Comparing with the answers of the OtD-team the 
direct cost reduction stands out more significantly compared to the indirect cost reductions. 
All in all one can say that only a little part of both the OtD-team and the salesmen say that 
they don’t know the objective of the OtD-project and a majority state that direct cost 
reduction is the objective. 
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Question 2 
[2]  What do you think of today’s system with using a specific OtD team? 
 
1 2 3 4 5   
It’s not good  It’s not so good It’s neither good It’s fairly good It’s very good  
at all   or bad    
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Diagram 6.8 Answers to question 2 by the salesmen 

As for the OtD-team an almost indifferent opinion regarding whether the OtD-team is a good 
setup can be seen, although a slight shift to the negative exists. There are also respondents 
among the salesmen that have marked the extreme alternatives (not good at all and very good).  
 
Question 3 
[3]  What do you think about the system of using Mahé as a main provider of logistics 
services? 
 
1 2 3 4 5   
It’s not good  It’s not so good It’s neither good It’s fairly good It’s very good  
at all   or bad    
 
Walking around the Gadelius office we picked up negative vibes toward Mahé. They ranged 
from complaints about damaged goods and poor service to remarks about lacking certain 
permits. Since these were just odd remarks here and there we couldn’t decide whether these 
complaints were the opinions of some loud strong minded individuals or the general mindset 
of the whole sales staff. As said before it can be difficult to draw statistical conclusions from 
the answers from the salesmen, but trusting that the questionnaire was handed out to 
personnel who have insight in the OtD-process and the development of the OtD-project we 
hoped that this question would produce valuable results.   
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Diagram 6.9 Answers to question 3 by the salesmen 

A quite clear result can be seen in figure 6.9 and we believe that some conclusions can be 
drawn. Although quite a few salesmen are indifferent to Mahé as a logistics provider a 
majority of the answers that we received have a negative sentiment. As many as 7 out of the 
30 respondents to the questionnaire said that it was not good at all to use Mahé as a main 
provider of logistics services. 
 
Question 4 
[4]  If you compare the situation 3 years ago (i.e. before the start of the OtD-project) with 
today, are you spending more or less time on OtD work? (e.g. ordering transport, monitoring 
transport, contacting the OtD team, ordering customs clearance etc.) 
  
1 2 3 4 5   
Significantly Somewhat less The same Somewhat more Significantly  
less OtD work OtD work amount of OtD OtD work more OtD  
today today today work today work today 
 
The three concluding questions to the salesmen focus on their work. One of the purposes of 
the OtD-project, as we see it, was to let the salesmen focus more on the actual selling, in other 
words reducing the non selling part of their work. We therefore decided to ask whether the 
amount of OtD-work had increased or decreased with the OtD-project.  
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Diagram 6.10 Answers to question 4 by the salesmen 

Although mainly stating that the amount of OtD-work hasn’t changed quiet a few answers 
suggest, a little bit surprisingly, that the OtD-work done by the salesmen has increased. Here 
once again it would of course be interesting to know why the amount hasn’t decreased. Due to 
the nature of our questionnaire and since this is a little bit in the outskirts of our scope this can 
only be found out through further investigation. We can only speculate that if the complaints 
about increased claims and damaged goods with the new logistics supplier are valid, this can 
be one reason behind the unchanged or increased OtD-work.  
 
Question 5 
[5]  How much of your working time do you spend on OtD work today? Please answer with a 
percentage of your work time. 
 
    _______ % 
 
This question mainly aimed to give comparative data to question 4 and 6. If the salesmen for 
example say that the level of OtD-work has increased it would also be interesting to know the 
amount of OtD-work done.  
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Diagram 6.11 Answers to question 5 by the salesmen 

As we described above we don’t feel confident in using averages and standard deviations with 
this data. Therefore we have chosen to show the complete set of answers by the salesmen, 
seen in diagram 6.11. Two responds didn’t answer this questions and that’s why only 28 
answers can be seen in diagram 6.11. Half of the respondents said that they spent less than 
10 % of their work time on OtD-work, which we think is low and quite good in the 
perspective of the OtD-project. On the other hand the other half replied percentages of 10 % 
and above and 3 answers stating 50 % or more can also be seen. Particularly these top three 
answers indicate that some work hasn’t yet been incorporated in the OtD-team. One 
explanation here can be that these salesmen might work within the MAC-division since that 
division still do a lot of work with specifying orders and contacting principals by themselves. 
Another possibility might be that these answers are some kind of protest due to people not 
liking the OtD-project and/or the use of 3PL. 
 
Question 6 
[6]  Do you feel that the OtD-project have made it possible for the salesmen to focus more or 
less on sales activities?  
 
1 2 3 4 5   
Significantly less  Somewhat less No change in Somewhat more Significantly  
focus on sales focus on sales focus on sales focus on sales more focus on 
    sales 
 
In retrospect this question be a bit too similar to question 4, but since it ask the question from 
a little bit different angle it might provide at least a conformation to the results seen in 
question 4.  
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Diagram 6.12 Answers to question 6 by the salesmen 

The answers suggest basically the same thing as question 4. A vast majority of the salesmen 
participating in the survey feel that the OtD-project hasn’t changed the focus on sales 
activities. Furthermore it the result of question 4 can be confirmed since there is a slight 
tendency in that people feel that there is some more OtD-work today just like answers to 
question 6 show a tendency of somewhat less focus on sales. Only one person think that the 
there is more focus now and a few respondents believe that there is less focus now. 

6.4.3 Communication 
We think that it is fair to say that an important part of any change process is how the purpose 
and the consequences of the change itself are explained and communicated to the involved 
parties. The OtD-project as such is a project initiated by the top management at Gadelius, the 
president Hans Porat, and the implementation of the project have been decided on by the 
Gadelius board (Porat, 2005-03-02). This means that the project to a very high degree is a top-
down decision. If we take a look at the organizational chart of Gadelius we see that there are 
two levels of management between the President and the actual operational work of the OtD-
team (at least this was the case until the time for this investigation, according to Hans Porat 
(2005-03-16) this is about be changed). 
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President & CEO
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Administration
Nobuyoshi Ota

OtD-Team
15 Team Members

General Manager OtD
Shinga Wada

 
Figure 6.5 Organizational structure above the OtD-team 

Below the top management we find the general manager for central administration at Gadelius 
and directly below him the general manager of the OtD-team. He in turn is of course directly 
supervising the operational work of the OtD-team itself. 
 
According to Porat (2005-03-16) he has explained the purpose of the OtD-team and the OtD-
project to the managers below him (division managers, central administration and OtD) but 
not directly to the OtD-team. 
 
Mr. Ota had, according to himself (2005-03-22), mainly a coordinating role during the 
implementation of the project. He says that all the division managers attended the OtD-
meetings during the start up phase and they all understood the objectives of the OtD-project 
and agreed to try implementing it. This is also true for the general manager of the OtD-team, 
Mr. Wada. He also attended the meetings, but listening to him (Wada, 2005-03-29) we get the 
impression that he has a more operational (rather than a strategic) view on the purpose of the 
OtD-project and team. 
 
Looking on the result from the questionnaire given to the OtD-team, we see that the team 
itself see cost reductions as the main objective of the OtD-project and the use of a 3PLP. On 
this point there seems to be no bigger difference between how the OtD-team and management 
think of the objective. The OtD-team does however think that reductions of direct logistics 
costs are the primary objective. Therefore a gap can be said to exist between the team and the 
management regarding how the costs should be reduced. This is not such a significant 
difference since both direct and indirect logistic cost reductions have been sought for. 
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Direct cost reductions are also what the team can affect and reduce by themselves. It is harder 
and highly unlikely that they would for example reduce the size of their own team to reduce 
the indirect costs. It is therefore not so surprising if the team see direct cost reductions as their 
main duty and the objective of the whole new way of working. 
 
It might however be a little troublesome if the team sees it as their rather than the 3PLP’s duty 
to reduce costs. We cannot confirm that this is the case, but at the moment both the OtD-team 
and Mahé have similar responsibilities to some extent. This is something that affects 
communication on another level between the OtD-team and Mahé and especially the 3PL-guy. 
 
As we understand it is the duty of the 3PL-guy to come with suggestions for improvement and 
also to some extent implement these. This is of course very difficult or even impossible to do 
if there is not a good communication between the 3PL-guy and the OtD-team. It is also 
important that the OtD-team trusts the 3PL-guy and his judgements as well as believes in his 
logistics competence. As we have discussed earlier both Mahé and Gadelius admits that they 
have to some extent failed on this matter. Since this trust and communication is a key issue 
for the success of the future partnership we believe that both parties must recognize the need 
and make an effort to improve it. 

6.5 Comparative case study at ABB 
We will here look on a partnership that is very similar to the partnership between Gadelius 
and Mahé. As we mentioned in the beginning of this paper we have not looked into other 
3PL-parntership cases in any greater extent, but we will here try to see how some of the key 
issues in a 3PL-partnership were dealt with in a different partnership.  

6.5.1 The Mahé – ABB partnership 
One of Mahé’s major customers in Japan is ABB, with whom a partnership has been initiated. 
The idea behind this partnership was much the same as the one behind the partnership 
between Mahé and Gadelius. According to the management of Mahé in Japan the concept 
sold to Gadelius was based on what Mahé had done at ABB (Henriksen & Irmov, 2005-03-
15). When talking to these representatives of Mahé they do however talk about the ABB-
partnership running more smoothly and effectively compared to the partnership between 
Mahé and Gadelius. This was of great interest for us to hear, not only since the partnership 
was to be formed in the same way, but also since Gadelius and ABB has a common history, 
formerly being part of the same group.  
 
We therefore decided to have a closer look at how the work is done at ABB to find out how 
Mahé works with other customers with the same 3PL concept. This plan was also to see if 
there were any ideas that can be used at Gadelius. If these perceived differences really are true, 
we of course also saw an opportunity to identify what factors made the ABB partnership run 
more smoothly. Trying to do this we did of course not only talk to Mahé, but also to the 
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president of ABB in Japan, Mr. Suzuki, who also played the main part in instantiating the 
partnership between ABB and Mahé.  
 
ABB wanted a 3PLP to enable ABB personnel to focus on their core business. The workload 
had increased significantly and Mahé personnel were seen as a way to relieve the own 
personnel from some of their work. This basically means that Mahé personnel wouldn't come 
in and replace existing logistics personnel, but instead gather logistical work to make sure that 
the sales personnel only were selling. It should here be emphasized that when we talked to Mr. 
Suzuki he made it very clear that costs were not the issue in the initial phase. (Suzuki, 2005-
03-23) 
 
Mahé was selected as a partner mainly because of their good knowledge of the Scandinavian 
market and the partnership started early in 2003. This means that this partnership has been in 
effect for almost one more year than the one between Gadelius and Mahé. 
 
When implementing the 3PL-partnership it was decided that Mahé would take over full 
processes or areas of responsibility, one by one. An example of this is that ABB let Mahé first 
take over the process of import, from factory to warehouse in Japan and then gave them the 
export process. Things not going like anticipated in the implementation process has mainly 
been limited software problems, this both according to Mahé and ABB. (Irmov, 2005-03-23, 
Suzuki, 2005-03-23) 
 
Mr. Suzuki talked about the partnership working satisfactory in the way that he had the 
impression that the salesmen now had more time to spend on their core business and that the 
initial objectives therefore had been fulfilled. It should here however be mentioned that he 
didn't know this for a fact. No actual analysis about this had at the time of the interview yet 
been done, but an activity based calculation was soon to be undertaken. The only real 
complaint that Mr. Suzuki had was that he now, when the partnership had evolved, would like 
Mahé to provide a strong Japanese logistics expert. A person that could enter ABB and in a 
tough way take over the remaining activities related to logistics in the company, but so far Mr. 
Suzuki misses this. (Suzuki, 2005-03-23) 
 
Like stated above Mahé clearly talks about the ABB-partnership being more successful. From 
Mahé’s point of view this partnership has been running better for several reasons (Irmov, 
2005-03-23):  
 

 ABB talks to greater extent about a partnership 
 ABB have had a much clearer vision on what they want to achieve and they have 

communicated it to the employees,  
 The top management at ABB is constantly involved   
 ABB doesn’t look for direct costs, but rather indirect costs. 
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Mahé has of course also seen some problems with the implementation like the above 
mentioned software problems, but also to some extent regarding ABB personnel being 
reluctant to cooperate. According to Mahé these problems seem to have been handled in a 
better way compared to at Gadelius, due to strong support from the top management. (Irmov, 
2005-03-23) 

6.5.2 Differences between Gadelius and ABB 
Looking at the partnership between Mahé and ABB this partnership seems to have worked 
better. At least it is obvious to us that the general opinion is that the ABB-Mahé partnership 
has been running more smoothly than the one between Gadelius and Mahé. 
 
For us this isn't that strange, especially considering that ABB still hasn’t measured the 
outcome of their partnership and that cost reductions are said to not be an object. However, it 
might still be that the ABB-partnership actually has been more successful and it could then be 
of interest to theorize about why.  
 
One theory is that the main goal that Mr. Suzuki had is a lot easier to implement than that of 
Gadelius. Mr. Suzuki only talks about concentration on core business. Compared to Mr. Porat 
who wants to see cost efficiency, the implementation process at ABB probably gets easier. 
 
According to us another major reason could be the reason to why Mahé was brought in. At 
ABB we would almost like to see Mahé as a way of hiring logistics personnel. ABB had seen 
their business growing significantly and was in a need for new resources. Mahé could 
therefore come in and be a kind of support function instead of a function that is there to make 
things cheaper. Furthermore we have earlier talked about Gadelius wanting to grow through 
acquisition without yet succeeding to do so. This basically means that if Mahé is to come in 
without growth some persons in the existing OtD-team will have to do something else since 
Gadelius not has an interest of a larger OtD-team when the sales volumes are the same.  
 
Another difference that is mentioned by Mahé is that ABB top management has been very 
supportive and really made sure that all of the personnel listen to Mahé. At Gadelius the top 
management has also been involved, but whether it is in a more limited extent is hard for us to 
tell. However if this is the case one might expect it leading to some of the clearness of the 
message being lost in between different levels.  
 
Concluding why a partnership could have had better opportunities to succeed at ABB, we feel 
that the big reasons are that the objectives are easier to achieve and the situation is less 
complicated. 
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7 Analysis and recommendations for the future 
Chapter 7 is the chapter in this paper where we will sum up the gathered information. The 
conclusions are focused on to what extent the partnership can be seen as fulfilled and the 
reasons behind the present situation. This is followed by our final recommendations, which 
are presented in the form of two different paths for the future partnership. Since this is 
chapter is a concluding analysis all the detailed information is not repeated here. Readers 
who have skipped ahead to this point can find all the supporting information and reasoning in 
the two previous chapters. 
 
As a remainder we begin with presenting the model defined earlier on how the gathered 
information will be analyzed.  
 

Influencing factors
Attitudes 
Communication 
Japanese setting
Others

Present situation
Way of working
Development of KPI

In what ways is the
partnership 
fulfilled
/ not fulfilled

Original objectives
Expectations & Contract

-Planned setup
-KPI Targets

Reasons 
behind 
the result

Recommendations 
for the future

Frame of reference
and
Comparative cases

1 Analyze
and

Compare

3 Analyze
and

Compare

2 Analyze
and

Compare

Influencing factors
Attitudes 
Communication 
Japanese setting
Others

Present situation
Way of working
Development of KPI

In what ways is the
partnership 
fulfilled
/ not fulfilled

Original objectives
Expectations & Contract

-Planned setup
-KPI Targets

Reasons 
behind 
the result

Recommendations 
for the future

Frame of reference
and
Comparative cases

1 Analyze
and

Compare

1 Analyze
and

Compare

3 Analyze
and

Compare

3 Analyze
and

Compare

2 Analyze
and

Compare

2 Analyze
and

Compare

 
Figure 7.1 A graphical representation of the analysis model used 

A more detailed description of this model was presented in chapter 4.4. The present way of 
working regarding order handling is compared with the planned setup in the contract. How the 
defined KPI have developed is compared with agreed on targets and expectations on 
performance. Whether the partnership is fulfilled or not is dependent on both to what degree 
strictly defined objectives are fulfilled and if the expectations of both parties are met. 
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To identify the reasons behind the result, the result as such is compared with the influencing 
factors that we have identified, the frame of reference described earlier and comparative cases.  
 
In the final step the original objectives, the present result and the underlying reasons provide a 
base for the recommendations for the future. 

7.1 The first step of analysis – fulfilment of objectives 
First of all we ask ourselves if the partnership can be seen as fulfilled and if the initial 
objectives have been achieved. We start by going back to look at the objectives identified in 
chapter 5.6. 
 
 Agreed on in the contract: 

 Mahé shall provide freight forwarding and customs clearance for all of Gadelius’ 
imports to Japan 

 Mahé shall have a permanent staff stationed at Gadelius, the so-called “3PL-guy” 
 Performance of Mahé is measured with three KPI 

 
Expectations: 

 Expectations on a reduced OtD-team 
 Expectations on reduced direct logistics cost 
 Expectations on proactive work 

 
As mentioned in chapter 5.6, when target levels are defined the objective is seen as fulfilled if 
the target is met. For the objectives that don’t have strictly defined target levels we look at if 
the objective follow the sought for trend. For the expectations that obviously can’t be 
measured quantitatively a qualitative approach is needed, taking the opinion of the parties into 
consideration. Using this as a basis we will now try to evaluate the fulfilments of the six 
objectives above. 

7.1.1 Fulfilment of objectives agreed on in the contract 
 Mahé shall provide freight forwarding and customs clearance for all of Gadelius’ 

imports to Japan. 
 
It says that Mahé shall provide freight forwarding and customs clearance for all of Gadelius 
imports, meaning the overseas transportation to Japan and the following custom clearance. 
100 % of the imports are not handled by Mahé, but rather around 80 % (figure 5.6). However, 
the part not yet being handled is hard for Mahé to take over. We have earlier discussed this 
and one clear example was the Reeves case where Mahé found it difficult to in an efficient 
way supply a key component. Mahé not performing customs clearance for a lot of the sea 
transports can be linked to the Japanese convention of providing customs clearance handling 
and domestic transportation together. These exceptions have been approved by Gadelius since 
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they give a less complicated and in some cases cheaper solution. We do therefore believe that 
this not shall be seen as a non-compliance of the contract, but instead that the present way of 
working to a sufficient degree matches what is agreed on in the contract regarding work 
processes. 
 

 Mahé shall have a permanent staff stationed at Gadelius, the so-called “3PL-guy”. 
 
At present a 3PL-guy is stationed at Gadelius in accordance with what’s agreed on in the 
contract, but during the first year of the partnership this has not always been the case. The 
person stationed at Gadelius has been exchanged several times and this point can therefore not 
be seen as being fulfilled until just recently. 
 

 Performance of Mahé is measured with three KPI: 
 Damage rate with a target level of 0.10 % damaged parcels at the most. 
 Service level with a target level of at least 98 % on-time collection and delivery. 

 
Regarding the KPI defined in the contract (described in chapter 5.4) we have not been able to 
investigate by ourselves, and none of the parties have been able to show, whether the defined 
targets for delays and damages are met. We can therefore not draw any conclusion on whether 
the partnership is fulfilled or not on this matter.  
 

 Reduction of cost per kg with a target level of at least 2 % annually. 
 
The KPI on logistics cost as a percentage of shipped weights have not gone down. Instead it 
has almost remained the same and the cost as a percentage of shipped volumes has both 
increased and decreased, depending on the transport method (table 6.7). Also on this point it 
therefore gets hard to draw any conclusions whether the partnership is fulfilled or not. 

7.1.2 Fulfilment of expectations on the partnership 
If we move away from what is strictly defined in the contract and look on how the 
expectations of each party have been fulfilled we feel it’s safe to say that neither party is 
satisfied so far. Gadelius have had high expectations on both indirect and direct logistics cost 
reductions and neither can be seen (in the Gadelius case these costs principally refer to 
personnel- and freight cost respectively).  
 

 Expectations on a reduced OtD-team 
 2 KPI that measure the number of orders handled per person. 
 These are expected to go up since an OtD-team composed of two to four man-

years is seen as a possibility by both Gadelius and Mahé. 
 
The OtD-team as such has shrunk in size with the OtD-project resulting in the productivity 
KPI being slightly improved (diagram 6.2 and 6.3), but this is so far not a result of the 
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partnership with Mahé. This can be said since there, like we mentioned earlier, hasn’t been a 
Mahé representative stationed at Gadelius that could have done these kinds of improvements. 
With respect to the long term goal of an OtD-team composed of two to four man-years the 
present situation with about 13 man-years can be said to be far from fulfilled. 
 

 Expectations on reduced direct logistics cost 
 1 KPI that measures the total logistics cost as percentage of COGS. 
 Significant reduction expected, especially regarding overseas freight forwarding. 

 
In chapter 6.3.1 we saw how Gadelius had expectations on the direct costs, especially 
overseas freight forwarding, going down significantly. Figures between 10 % and 50 % were 
mentioned. We did however see that the defined KPI (total logistics cost as percentage of 
COGS) have remained principally unchanged since Mahé started to take overt more 
shipments (diagram 6.1). The expectations on reduced direct logistics costs can therefore not 
be seen as fulfilled.  
 

 Expectations on proactive work 
 Gadelius wants Mahé to actively participate and improve the OtD-work. 
 Mahé wants to take over a large part of the OtD-work, more than the work that is 

strictly defined in the contract. 
 
From interviews we can conclude that there definitely are big disappointments from both 
parties on this point, something that to some extent can be seen as a contradiction since the 
expectation point in the same direction. This was discussed in chapter 6.1. Gadelius had 
hoped that Mahé would be working more proactively and take over a bigger part of the OtD-
process. The contradiction is that Mahé had hoped to and wants to do more, but they feel that 
they have not been let into the organisation sufficiently to be able to take over more parts of 
the process. Even if it is a contradiction the expectations on proactive work can’t be seen as 
fulfilled. 

7.2 The second step of analysis – reasons behind the result  
We will now discuss the reasons behind the present result as we see it and since there from 
both parties is a feeling of a not well working partnership we will be focusing on the reason 
behind the objectives that have not been fulfilled. In the previous step of analysis we 
concluded that the following objectives were not fulfilled: 

 
 Mahé shall have a permanent staff stationed at Gadelius, the so-called “3PL-guy” 
 Expectations on a reduced OtD-team 
 Expectations on reduced direct logistics cost 
 Expectations on proactive work 
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We will first go through each of the objectives that cannot be seen as fulfilled and the reasons 
behind them. After that we will have a discussion that shows that the reasons to some extent 
are connected and are parts of what can be said to be a vicious circle. 

7.2.1 Problems behind the fulfilment of objectives agreed on in the contract 
 Mahé shall have a permanent staff stationed at Gadelius, the so-called “3PL-guy” 

 
This expectation not being fulfilled can not be connected to anything else than Mahé simply 
not providing a 3PL-guy for Gadelius. This is in turn related to the fact that Mahé has had 
internal organisational problems and have had to replace the designated 3PL-guy several 
times (chapter 6.1). Due to this, there has been a lack of continuity with Mahé personnel being 
stationed within the OtD-team. Once Mahé has provided a 3PL-guy there might of course be 
problems with getting him integrated, but that is closer related to the 3PL-guy working 
proactively and will therefore be handled under that point. 

7.2.2 Problems behind the fulfilment of expectations on the partnership 
 Expectations on a reduced OtD-team 

 
The indirect cost reductions expected, mainly related to the number of man-years within the 
OtD-team, have not been fulfilled yet (compare chapter 5.3.1 with table 6.3) and behind this 
we can see several reasons. One of these reasons is that the setup for the present partnership 
not is optimal.  
 
The activities performed by Mahé are limited to freight forwarding with only a few additional 
services in some cases: customs clearances brokerage, export clearance etc. This is also a 
consequence of the contract as such. What is agreed to be preformed at the moment is that 
Mahé shall provide freight forwarding to the point of customs clearance. The wording as such 
give away that it is only one major service being performed and based on theory we have 
defined 3PL as something composed of several integrated services (chapter 3.1). This leads to 
the conclusion that the partnership in its present setup not really is a 3PL-partnership. 
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Figure 7.2 Mahé’s part of the OtD-process, A = Stock Refill Process,                                                       
B = Delivery From Stock Process, C = Direct Delivery Process 

In figure 7.2 the parts of the order handling processes that are handled by Mahé are marked in 
grey. As seen in the figure the current setup is not perfectly matched with the stock refill- and 
direct delivery process (discussed in chapter 6.2) since the processes now are split apart. 
Because of the present way of working both the 3PLP and OtD-team have much 
responsibility and their roles come in conflict. Even if the procedures are strictly defined the 
fact that the processes as such are divided means that the responsibilities of 3PLP and the 
OtD-team overlap. If for example a salesman is anxious to get a product delivered on time the 
important thing for him is to get one answer from a responsible person on how the shipment is 
going. With the present setup there are however several persons from two different companies 
that have responsibility for parts of the process. This means that there is a shared 
responsibility and that the salesman therefore can’t receive on straight answer from the OtD-
team since they in turn have to make sure that Mahé is fulfilling their part. This indirectly 
means that the OtD-team member also is responsible for Mahé’s part, hence the conflicting 
roles. 
  
To see if this is the whole truth behind the lack of decreased OtD-team, and also to see what 
kind of reduction that is possible through a change, the process flow chart for the stock refill 
process that we presented earlier can be used. 
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Figure 7.3 Potential stock refill process with Mahé taking greater responsibility 

In figure 7.3 a modified flowchart for the stock refill process can be seen. The activities that 
can be done by Mahé have been faded and we can see the potential for an improved process, 
with less activities being performed within the OtD-team and fewer handovers. If Mahé 
would take over the whole of the overseas processes, meaning that only one single handover 
of transport information is made to Mahé after the order has been received, the number of 
handover can be reduced by five (note: in figure 7.3 the first single handover has been added, 
meaning that the potential reduction is 6-1 = 5). There would also not be a need for the OtD-
team to monitor transports in the same degree. This sounds good, but since the handling of 
overseas transports only involves about three man-years (chapter 6.2.4) the indirect cost 
reductions are also limited to this number. In other words, no matter how well Mahé perform 
this area of responsibility, they will only be able to reduce the OtD-team with a maximum of 
three people.  
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Earlier we talked about GMED as an example of 3PL being performed efficiently due to an 
external party taking a large responsibility. When looking at what would happen if the whole 
OtD-team worked as efficient as GMED we in chapter 6.2.3 concluded that it still would 
constitute about seven man-years. This is of course an improvement compared to the 
reduction of three people, but still higher than the hoped for 2-4 man-years.  
 
When looking at the reasons behind the OtD-team not being able to be reduced more than this 
we strongly connect it to the kind of work that they are doing, which mainly involves the use 
of the current business- and IT system (JDE). In table 6.5 we estimated the amount of JDE 
related work to around eight man-years, a figure that fairly well matches the seven man-years 
that we above concluded as a bottom limit. One reason for it being higher, except that it of 
course is an estimation, could be that the other divisions of Gadelius require more computer 
related work than GMED, something we have seen in the Reeves case.  
 
To conclude why the expectations on a reduced OtD-team hasn’t been fulfilled we can 
therefore say that the current setup holds some of the possibilities back. However even if the 
setup is changed there still are some limitations and these are connected to all the JDE related 
work performed in the OtD-team. To make this work more effective the business system must 
be revised, altered or connected to Mahé’s system in some way since simply letting Mahé do 
the data input as such not will make the work more efficient.  
 

 Expectations on reduced direct logistics cost 
 
The expectations on direct cost reductions have also been too high, as we saw earlier figures 
between 10 and 50 % has been mentioned. The biggest reasons for them being too high are 
that the figures for possible cost reductions are based on too low shipping volumes (chapter 
6.6). One way that Gadelius was hoping to achieve these direct cost reductions was through 
consolidating the goods within Gadelius. Even though the OtD-work is done in one team the 
team members are clearly working with specific divisions and we have found no evidence that 
goods are being consolidated between divisions. Furthermore, Mahé consolidating other 
customers’ shipments with Gadelius’ will only affect Gadelius indirectly since consolidating 
shipments to a large extent is a way for Mahé to keep low tariffs (chapter 6.1). The tariffs, 
being a part of the contract, are not something that you change from day to day, meaning that 
the effects will take time to shine through. 
 
On top of the consolidation not really being done there is also the fact that effects of 
consolidation within Gadelius are limited and will take time to achieve, something that we 
also discussed in chapter 6.1. 
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 Expectations on proactive work 
 
The most obvious reason behind the expectations on proactive work not being fulfilled is the 
problem with a permanent 3PL-guy not being stationed in the Gadelius OtD-team. Both 
Gadelius and Mahé see this as the key-person who should identify, suggest and help in 
implementing improvements. It is however not only Mahé who has had problems with 
supplying the right person. The 3PL-guy has also had problem to enter the Gadelius 
organization and become an integrated part of the OtD-team.  
 
A reason behind this is of course Mahé not providing a person that Gadelius feel confident in, 
but we also think one part of it can be the Japanese setting. In the frame of reference we 
talked about in-group and out-group as important concepts in the Japanese society and how 
communication to parties in the out-group could be limited (Hendry, 1995).  

7.2.3 The enhancing relation of the problems 
Since the 3PL-guy has been replaced several times and hasn’t had time to make a difference 
neither proactive work nor improvements have been made. The lack of proactive work and 
improvements together with the limited nature of the current setup has of course made it 
impossible to meet the, to begin with too high, expectations. This lack of a dedicated and 
integrated 3PL-guy at the same time as people can’t see a progressing partnership together 
with the emerging rumours about bad service performance, that we discussed in chapter 6.4.2, 
are according to us the major reasons behind the bad sentiment that now exist within Gadelius 
against Mahé (diagram 6.9). 
 
In our questionnaire we saw that 18 out of 30 participating salesmen were negative to the 
system of using Mahé as a main provider of logistics services and only one was positive. We 
have earlier also described how we picked up rumours about Mahé’s bad performance within 
Gadelius and that these not only were connected to that lack of a progressing partnership, but 
also to  remarks about bad service and damaged goods. What is troublesome in our eyes is the 
fact that neither Mahé nor Gadelius can produce or point out comparable data that can 
confirm that the service- and damages levels have gone down, or even up for that matter. 
 
The bad sentiments gain extra effect in the Japanese setting since it increases the distinction of 
in-group and out-group, which have enhanced the problems with the communication between 
the 3PL-guy and the OtD-team. At the same time communication is seen as vital characteristic 
for the success of a 3PL-partnership in theory (Bagchi & Virum, 1998) and we can here 
therefore see one reason behind the lack of the partnership going forward. Even if a 3PL-guy 
is present within the team he is virtually not there if the communication between him and the 
OtD-team doesn’t work, since he can’t improve the process. With this we are back where we 
started and we have the vicious circle described in figure 7.4.  
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Figure 7.4 An illustration of how different factors have contributed to the bad sentiments 

7.3 The third step of evaluation – recommendations 
We have earlier in this report identified the initial objectives with the partnership between 
Gadelius and Mahé and also evaluated how well these objectives are fulfilled at the same time 
as we have looked on the reasons to why some objectives aren’t fulfilled. This has involved 
the two first parts of the thesis’ purpose.  
 
When it comes to the last part of the purpose involving how initial objectives shall be ensured 
and what the best way to work with the OtD-process in the future is, our conclusions so far 
make us change perspective a little bit. Since one major conclusion is that the expectations 
have been too high it is not possible to make suggestions on how all of them shall be ensured, 
we will instead try do give recommendations on how to handle the problems behind the 
present result. These problems were summarized in figure 7.4 and we see principally two 
methods two deal with them. Either you try to break the vicious circle as such or you try to 
reverse it by reducing the negative external input to it.  
 
Dealing with these problems we will not, as we initially thought, give one single best solution, 
but instead provide recommendations on different paths for Gadelius to choose from. This 
since we see different ways to handle the problems depending on some choices that we feel 
Gadelius have to make. These first of all involve choosing who is best suited to take 
responsibility for Gadelius’ OtD-process in the future, is it Mahé and the 3PL-guy or the own 
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OtD-team? This decision has to be made realizing that it will affect if the focus of the OtD-
work will be on direct- or indirect cost reductions. 
 
Taking into account that we in the scope decided not to investigate if another 3PLP might 
have produced a different result we basically see two different options for the future. These 
two options constitute the output from the analysis model in figure 7.5. In this figure the 
summarized results from the previous steps of analysis can also be seen.  
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Figure 7.5 The analysis model used with the drawn conclusions 

The two paths can be described as either an expanded partnership that aims to accomplish true 
3PL benefits or a freight forwarding partnership with the 3PL-function being performed in-
house. A main difference that needs to be acknowledged here is that the two different setups, 
just like we mentioned earlier, have different persons responsible and different cost focus. 
 

 An expanded partnership to turn the vicious circle around, with Mahé and the 3PL-guy 
taking a large responsibility, all with a focus on indirect costs. 

 
 A freight forwarding partnership to break the vicious circle, with the OtD-team doing 

the main job and a focus on direct costs.  
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We will not give an answer about what choice that should be made, but instead point out how 
we feel that the two alternatives should look like and how they through their setup in different 
ways will deal with the problems of the current partnership. 

7.3.1 Expanded partnership 
Using an expanded partnership we believe that the vicious circle could be changed into a 
profitable circle. The idea behind this alternative is to reverse the vicious circle described in 
figure 7.5 and it is therefore important to get rid of the negative input and as much as possible 
replace it with positive input. 

Setup 

With an expanded partnership we refer to a partnership where the ultimate goal is a single-
handover solution, meaning that one handover is made to Mahé after an order is received, 
preferably automatically when an order is being entered into Gadelius business system. With 
the present situation this is of course a very distant goal, but we think that a start could be to 
give Mahé holistic responsibility for a full OtD-process.  
 
After the bad start we do however feel that this neither could nor should be done with all of 
Gadelius at once. Instead one full process, i.e. the stock refill process, for one division could 
be used for starters. This would not only result in a good way of testing Mahé’s capabilities, 
but it would also mean that you could see if the hoped for improvements are achievable. At 
the same time you don’t risk too much since stepping back will most likely still be a possible 
option, not having changed the whole organization. 
 
A setup like this would mean that the OtD-team produces the order for stock refill and enters 
it into JDE. After this they would give the order, with specified delivery times and locations, 
to the 3PL-guy. Mahé would have complete responsibility from this point and, unless any 
problem arises, there would be no need for further contact until the goods enter the warehouse. 
After receiving a confirmation upon delivery, from either Mahé or the warehouse, the OtD-
team could update and close the order information in JDE and do the finishing filing. 

Turning the vicious circle around 

If Mahé is given full responsibility for one process, accompanied with a strong support from 
top management at Gadelius, this will serve as a kind of jumpstart to the change into a 
profitable circle. Since Mahé and the 3PL-guy get the opportunity to work with one process 
they can improve it without having to gain the trust of the whole organisation at first. If Mahé 
prove that they actually can create the added value hoped for you have also started working 
with the problems of the vicious circle. One of the components is the bad sentiment towards 
Mahé, but if you had a success story to point at this might change.  
 
To make it possible to meet the expectations it is however necessary to adjust the expectations 
to match the setup. With the two alternatives presented here we hope that Gadelius 
understands that reducing both direct- and indirect costs at the same time will be tough. With 
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this we refer to us earlier talking about an expanded partnership that is supposed to focus on 
indirect costs. We motivate this by the 3PL-guy being someone that should make the 
processes easier rather than spending time buying the cheapest transportation available at the 
moment. The focus of the expectations shall therefore be shifted to the reduction of work 
within the OtD-team and if one process is used to begin with, the expectations should be put 
in relation to what that process constitutes. If for example only one stock refill process is 
performed as a whole by Mahé effects cannot be expected on the whole OtD-team. 
 
Another way to deal with the bad sentiments concerns the rumours. A good way to reduce 
these rumours, that now are being spread about for instance bad service, is through the use of 
well designed KPI that are clearly displayed. To prevent this from happening within other 
areas at the same time as we would like to underline the focus of this setup we suggest a 
couple of new KPI. 
 

 Total logistics costs as percentage of cost of goods sold (including personnel cost) 
 Suggested and implemented improvements of the OtD-process 

 
That these two are mentioned in context with an expanded partnership is no coincidence. We 
don’t say that these can’t be used in a freight forwarding partnership, but since they are 
moving the focus towards indirect costs they are more suitable here. 
 
Measuring the cost on a strategic level, which basically means that it not is measured so often 
and only used at a managerial level, we would like to use the existing way of measuring by 
looking at logistics costs as a percentage of cost of goods sold. We do however also think that 
it would be good to include the cost for the OtD-personnel. This since it in the expanded setup 
should be the indirect costs that are central. The downside with including this is that it of 
course is impossible for the OtD-team to improve the personnel costs by themselves. This is 
however also the reason why we want to use this KPI on a strategic level. A KPI like this 
should not be used on a monthly basis to examine the development of the logistics costs. It 
should rather be used in a way so that managers within Gadelius can track effects of 
improvement, which mean that it can be used as a quantifiable complement to the other KPI 
that we here would like to introduce. 
 
This other strategic KPI is directly related to the indirect costs. Through it we want to see how 
Mahé in the long run can simplify the OtD-process and thereby increase productivity and 
reduce personnel cost. The productivity has been measured before, but we feel that 
productivity should be evaluated without using invoices as a base. The number of invoices 
cannot be affected by the OtD-team, which means that the old way of measuring doesn’t 
provide information that can be used for improvements. We therefore think that it is better to 
have a permanent point on the agenda that could be called “suggested and implemented 
improvements of the OtD-process”. By highlighting that improvements are what is sought for 
it also becomes clearer for both the 3PLP and the OtD-team what should be done. Adding 
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these things together we think that a good method would be to have a quite formalized 
quarterly review of implemented improvements and suggested new improvements. 
 
When the adjusted expectations on effect starts getting fulfilled and the rumours about bad 
performance from Mahé are dealt with and wither away the reasons for the bad sentiment 
against Mahé will gradually disappear. The bad sentiments as such will therefore also be 
reduced. Mahé will in such a situation be seen more as a partner and eventually a sense of one 
in-group will be established. This can fuel the future proactive work since the 3PL-guy and 
Mahé will become more integrated and the profitable circle, shown figure 7.6, could therefore 
be fulfilled. In such a situation we see little limitation on the possibility to achieve the single 
handover solution, discussed in the beginning of this section. 

An active 
and integrated

3PL-guy

Increased sense 
of one in-group
working together

Expectations on 
cost reductions

being met 

Good attitudes
towards Mahé

Well displayed 
KPI on service 
performance

Proactive work
leading to 

improvements

Realistic 
expectations 

adjusted to the 
current setup

Revised setup 
of the

partnership

 
Figure 7.6 The turned around vicious circle leading to a profitable partnership 

The downsides with the expanded partnership will probably be that you will not always use 
the cheapest way of transportation and the fact that the organization of Gadelius might resist 
the change if not proven wrong. Both of these two demerits have to be compared with the 
advantages that can be achieved through an expanded partnership. 

7.3.2 Freight forwarding partnership 
In this alternative the solution to the problems is to break the vicious circle by removing the 
3PL-guy and giving the OtD-team full responsibility for the OtD-work. Compared to the 
previous alternative, where the setup as such was a part of dealing with the vicious circle, the 
setup can in this case be said to be a consequence of how the problems are dealt with. 
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Breaking the vicious circle 

Removing the 3PL-guy will automatically take care of the problems with in-group and out-
group, since it will result in a situation where the need for one single in-group is removed. It 
will also result in a situation where the bad sentiments are removed, since the team itself is 
responsible for the result and not an external party.  
 
By taking away the system with a 3PL-guy you of course also immediately remove the 
cornerstone of the viscous circle and this is also why we think that implementing this limited 
partnership should prove fairly easy. With this said you might still have some problems 
reoccurring even without Mahé, mainly referring to high expectations and lack of result 
leading to a bad sentiment, this time against the OtD-team. We do however hope that this 
thesis has helped to highlight that some major expectations have been too high and that they 
therefore will be better adjusted in the future. 

Setup 

A freight forwarding partnership means that you no longer try to exclusively use Mahé as the 
only freight forwarder. Instead it becomes the duty of the OtD-team to reduce the direct 
logistics costs by always looking for the cheapest solution with an acceptable service.  
 
In reality this means that the OtD-team will be an internal 3PLP and that the partnership with 
Mahé will be more of an arms length relationship. This solution will therefore have the 
following structure. The OtD-team receives the order from a salesman and then contacts the 
cheapest acceptable freight forwarder. The OtD-team will also monitor the transport when 
necessary. The possibility of using several providers to get an optimal result should be 
recognized as well the option to use one single provider when that is the best solution.  
 
We are convinced that they can find cheaper transports by utilizing personnel to always 
search for the cheapest option available. This is will lead to lower direct logistics costs, but it 
will also require a lot of work to constantly look for the cheapest price. Mahé could also work 
like this and search for cheaper transports, but this would not give Gadelius the same amount 
of cost reductions, since Mahé in the normal case pays a lower price to the freight forwarder 
than Gadelius pays to Mahé. Such a way of working would also require some sort of gain 
sharing and/or open book type solution.  
 
Like in the previous alternative, working with improvements of the process could be an option 
even in this case, but since the team would be reluctant to reduce itself and don’t have process 
improvement as their core competence the results achievable would be limited. As mentioned, 
the team can however work with minimizing the direct logistics costs and this shifted cost 
focus will also mean that the focus of the KPI have to change.  
 
The service- and claims KPI are also useful in a freight forwarding partnership to see how 
well the different freight forwarders perform and also to make sure that the search for lowered 
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direct costs doesn’t affect the service too much. To emphasize the importance and track the 
development of direct cost reductions in this setup we would also like to introduce a new KPI. 
 

 Consolidation rate  
 
Today a KPI that measures transportation cost is used, but it has the downside of to a large 
extent being influenced by factors that the buyer of freight forwarding services can’t affect, 
like fuel prices and exchange rates. Instead of constantly lowering tariffs the main way to 
work with lowering the direct logistics costs is through consolidation of shipments and we 
therefore feel that this is what should be measured, something that can be done by tracking the 
percentage of LCL, 20 feet and 40 feet shipments made. An example of how this KPI looks 
when comparing 2003 and 2004 can be seen in table 7.1. 
 

MTR MAC MED GKK Total
No. Ship 168 87 8 263
LCL 37% 45% 100% 41%
20 feet 16% 13% 0% 14%
40 feet 47% 42% 0% 44%

No. Ship 178 80 10 268
LCL 36% 48% 100% 41%
20 feet 25% 14% 0% 21%
40 feet 39% 38% 0% 38%

2003

2004

 
Table 7.1 Percentage of different types of shipments for three of Gadelius’ divisions over two years 

We have earlier discussed how the effects of consolidating might be limited and as we see it 
only sending 40 feet containers is not in any way an ultimate goal in itself, but consolidation 
can still be seen as a main way of lowering direct costs. This KPI can also be used in an 
expanded partnership to check if Mahé is getting into the organization and can use their skills 
and resources. It is however important to realize that it will take time before results can be 
seen. In the same way it can in a freight forwarding partnership also provide for information 
about how well the OtD-team manages to work across division boarders. 
 
Another important point with a consolidation KPI is that it must be compared with the 
relevant service elements such as stock availability and on time delivery rate. The size of the 
shipments is directly related to the frequency of shipments, either you send small batches 
often or you send larger batches more seldom. Service performance, especially with regard to 
delivery time, can therefore be affected significantly if it is not taken into account and 
monitored together with the KPI described above. 
 
Like we said earlier the solution with a limited partnership is simpler than choosing to expand 
the relationship and the need for top management involvement will therefore also be reduced. 
The OtD-team can probably handle the full change without a lot of support, since they already 
are a part of Gadelius. A big downside is however that the indirect costs probably won’t be 
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reduced, but could instead actually increase, all depending on how much work that can be 
related to the extra job of finding cheap solutions. It is therefore uncertain if the total logistics 
costs will go down in this alternative. 
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Interview List 
The interview list follows this structure: Name, Title, Company, Date, Place (city, country). 
The list is sorted by the dates with latest interviews at the bottom. In the text the interviews 
are referred to in the following form: Family name, Date. 
 
Edman, Göran, Member of the Board, GKK, 2005-01-31, Linköping, Sweden. 
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Sweden, Telephone interview. 
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Porat, Hans, President and CEO, GKK, 2005-03-02, Tokyo, Japan. 
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Tokyo, Japan. 
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Japan. 
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The list above describes the more formalized interviews that were done, but during our study 
we also had an ongoing contact with the following people within Gadelius and Mahé: 
 
Asama, Minoru  Central Administration/OtD GKK 
Ishida, Katsumi  Project Manager (“3PL-guy”)  MKK 
Kawai, Makoto  Central Administration/OtD  GKK 
Kosuga, Masakazu Corporate Communication GKK 
Nakano, Kinuyo  Medical Division, Japan Medical Net, Manager  GKK 
Ogawa, Yozo Central Administration, Administration Leader  GKK  
Ota, Nobuyoshi  Director   GKK 
Suzuki, Shizue  Material Business Division, Sales Administration GKK 
Uchida, Toshimi   OtD Operator of data input for BUM GKK 
Wada, Shinga  Central Administration / OtD General Manager  GKK 
Yamashita, Tomoko OtD Administrator for MAC and E&S support GKK 
Yoshida, Yasuhide  IT & Business Development, Project Leader  GKK 
 
GKK = Gadelius K.K. 
MKK = Mahé Japan K.K. 



-138- 
 



-139- 
 

Appendixes 

Appendix I – The complete questionnaires 

 
Questionnaire about Gadelius OtD-project 
Our names are Henrik Carlsson and Rickard Dreimanis and we are two students working with 
our Master thesis here at Gadelius. The purpose of our work is to investigate Gadelius OtD- 
(Order to Delivery) project and the partnership with the logistics provider Mahé. 
 
This is a questionnaire made by us and the purpose of it is to find out how different Gadelius 
staff see the situation. We encourage everybody to speak their minds and we assure you that 
the questionnaire is completly annonmous. 
 
We understand that you are busy in your work but since the questionnaire is quite short、
please fill out the form and send it back to your division manager or Wada-san in the case of 
OtD before the 1st of April (friday). 
 
Best regards 
/Henrik & Rickard   
 
 
 
ガデリウスの‘OtD’プロジェクトに関しての質問票 
私達の名前はカールソン ヘンリックとドレイマニス リカードで、今学生として卒業

の修士論文のためにガデリウスで仕事をしています。この仕事の目的はガデリウス

の‘OtD’｛Ｏｒｄｅｒ ｔｏ Ｄｅｌｉｖｅｒｙ｝プロジェクトとマヘという運送会社

との協力関係を分析することです。 
 
この質問票は私達が作成しました。目的はガデリウスの社員が‘OtD’の現況をどのよ

うに認識しているかをを調べることです。この質問票は匿名でお願いします 
 
質問票は一枚だけです。皆さんお忙しいとは思いますが、質問票は、４月１日

（金）までに各事業部長および‘OtD’メンバーは和田さんまで返送願います。 
 
ご協力よろしくお願いします 
ヘンリックとリカードより 
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Questionnaire to the OtD-team about Gadelius OtD-project  
[1]  What do you think is the objective with Gadelius OtD-Project, including using Mahé as a 
logistics partner? Please mark the ones that you feel apply. 

To reduce direct logistics costs (shipping, airfreight, customs clearance etc.) □  

To reduce indirect logistics costs (administrative labor costs etc.)  □ 

To create an efficient organization that can handle an increase in sales volume □ 
To let Gadelius focus on it’s core business   □ 

I don’t know what the objective is    □ 
Other objective: _______________________________________________ 
 
 
[2]  What do you think of today’s system with using a specific OtD team? 
 
1 2 3 4 5   
It’s not good  It’s not so good It’s neither good It’s fairly good It’s very good  
at all   or bad    
 
[3]  What do you think is the best way to use Mahé? Please mark one alternative. 

The best way is not use Mahé at all    □ 
Mahé is best used as a freight-forwarder together with other freight-forwarders □ 

It is best to use Mahé as much as possible for transports   □ 
from the principals to the Japanese port or Airport    

The best way is to use Mahé as much as possible as a sole provider for the whole □ 
transport from principal to warehouse and customer (including customs clearance etc.) 

The best way is to use Mahé as a fully integrated partner  □ 
supplying and developing all logistics activities  

I have no opinion     □ 
 
[4]  Only for OtD Staff Outside of Tokyo. How much of your working time do you spend 
on OtD work today? (e.g. ordering transport, monitoring transport, managing customs 
clearance etc.) Please answer with a percentage of your work time. 
 
    _______ % 
 
 
 



-141- 
 

 ‘OtD’プロジェクトに関して‘OtD’チームへの質問票 
[１]ガデリウスの‘OtD’プロジェクトとマヘジャパンが協力関係を保つ目的は何か？ 
当てはまるものにチェックしてください。 

ロジスティクスの直接費｛船賃や航空貨物料や通関料など｝削減  □  

ロジスティクスの間接費｛事務的な人件費など｝削減  □ 

販売量が増えることに対して対応できる組織を作ること  □ 
ガデリウスをコアビジネスに集中させること   □ 

何が目的なのかわからない    □ 
ほかの目的がある: _____________________________________________ 
 
 
[２] 今のように特別な‘OtD’チームを活用することをどう思うか？ 
 

１ ２ ３ ４ ５ 

全くよくない あまりよくない どちらでもない かなりよい 非常によい 

      
[３] マヘをどうすれば一番有効に使えると思うか? 一つだけ選んでください。 

 

マヘを全く使わない方がいい □ 

マヘを運送会社としてほかの運送会社と一緒に使った方がいい □ 

プリンシパルから日本の港や空港までの運送にはマヘを □ 

できるだけ使ったほうがいい 

プリンシパルから日本の倉庫や顧客までの様々な活動｛通関を含めて｝ □ 

にはできるだけマヘを一社だけの運送会社として使った方がいい 

マヘを「ロジスティクス業務 の開発とロジスティクス業務を □ 
統括するパートナー」として使った方がいい 

意見がない □ 

 
[４] 東京以外の‘OtD’メンバーへの質問。各自の‘OtD’にかかる作業時間の割合

は？｛例えば 発注、輸送管理、通関業務など｝ パーセントで答えてください。 

    

 ＿＿＿％ 
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Questionnaire to the sales staff about Gadelius OtD-project 
[1]  What do you think is the objective with Gadelius OtD-Project, including using Mahé as a 
logistics partner? Please mark the ones that you feel apply. 

To reduce direct logistics costs (shipping, airfreight, customs clearance etc.) □  

To reduce indirect logistics costs (administrative labor costs etc.)  □ 

To create an efficient organization that can handle an increase in sales volume □ 
To let Gadelius focus on it’s core business   □ 

I don’t know what the objective is    □ 
Other objective: _________________________________________________ 
 
 

[2]  What do you think of today’s system with using a specific OtD team? 
 
1 2 3 4 5   
It’s not good  It’s not so good It’s neither good It’s fairly good It’s very good  
at all   or bad    
 

[3]  What do you think about the system of using Mahé as a main provider of logistics 
services? 
 
1 2 3 4 5   
It’s not good  It’s not so good It’s neither good It’s fairly good It’s very good  
at all   or bad    
 

[4]  If you compare the situation 3 years ago (i.e. before the start of the OtD-project) with 
today, are you spending more or less time on OtD work? (e.g. ordering transport, monitoring 
transport, contacting the OtD team, ordering customs clearance etc.) 
  
1 2 3 4 5   
Significantly Somewhat less The same Somewhat more Significantly  less 
OtD work OtD work amount of OtD OtD work more OtD today
 today today work today work today 
 

[5]  How much of your working time do you spend on OtD work today? Please answer with a 
percentage of your work time. 
 
     _______ % 
 

[6]  Do you feel that the OtD-project have made it possible for the salesmen to focus more or 
less on sales activities?  
 
1 2 3 4 5   
Significantly less  Somewhat less No change in Somewhat more Significantly  
focus on sales focus on sales focus on sales focus on sales more focus on  
    sales 
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‘OtD’プロジェクトに関して営業マンへの質問票 
[１]ガデリウスの‘OtD’プロジェクトとマヘジャパンとが協力関係を保つ目的は何

か？ 当てはまるものにチェックしてください。 

ロジスティクスの直接費｛船賃や航空貨物料や通関料など｝削減  □  

ロジスティクスの間接費｛事務的な人件費など｝削減  □ 

販売量が増えることに対して対応できる組織を作ること  □ 
ガデリウスをコアビジネスに集中させること   □ 

何が目的なのかわからない    □ 
ほかの目的がある: ______________________________________________ 
 
 

[２] 今のように特別な‘OtD’チームを活用することをどう思うか？ 
 

１ ２ ３ ４ ５ 

全くよくない あまりよくない どちらでもない かなりよい 非常によい 
 

[３] 主にマヘをロジスティクスを提供する会社として活用するのをどう思うか？ 
 

１ ２ ３ ４ ５ 

全くよくない あまりよくない どちらでもない かなりよい 非常によい 
 

[４] 今の状態を三年前｛即ち‘OtD’プロジェクト発足前｝と比べて現在の‘OtD’にか

かる作業時間の割合が｛例えば 発注、輸送管理、‘OtD’チームへの連絡、通関業

務など｝多くなったか少くなったか？ 
 
１ ２ ３ ４ ５ 

非常に やや 変わらない やや 非常に 

少なくなった 少なくなった  多くなった 多くなった 
 

[５] 各自の‘OtD’業務にかかる作業時間の割合は？ パーセントで答えてくださ

い。 

 

＿＿＿％ 
 

[６] ‘OtD’プロジェクトにより営業マンは販売活動にもっと集中できるようにな

ったか？ 
 

１ ２ ３ ４ ５ 

いいえ、逆に 販売活動が 変わらない 販売活動は 販売活動が 

販売活動が やや少なく  やや多く かなり多く 

少なくなった なった  なった なった 
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Appendix II – Locations of the OtD-team in Japan 
 
 

 


