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Sammanfattning 

 
Det är inte bara produkter och tjänster som konkurrerar med varandra, utan även 
försörjningskedjor i stor utsträckning. I ett företags omvärld sker det ständiga förändringar som 
sätter hög press på att kunna leverera produkter och tjänster i enlighet med evigt föränderliga 
marknader som företaget verkar inom. Nyttan av att se över sitt företag i termer av effektivitet 
kan i slutändan leda till att komperativa fördelar kan uppnås relativt konkurrenterna. Ett led i 
att uppnå effektivitet i marknaden och således skapa kundvärden är att se över sin 
försörjningskedja och utvärdera dess effektivitet i termer av komparativa fördelar. 
 
I sökandet efter den mest effektiva försörjningskedjan, erfordras det av företaget ha en rigid 
överblick över dess kedja, från produktion till slutkonsument. Men en sådan överblick bör även 
ske på andra gogrunder än effektivitet; utvärdering av försörjningskedjan bör i termer av 
effektivitet, även skapa en viss medvetenhet företagsledningar likväl. När vi talar om logistiken i 
företag kan man inte undgå att tänka på de kostnader som kan tänkas uppstå med de 
aktiviteter som inryms i en kedja. I strävan mot en mer effektivare försörjningskedja, kan det 
tänkas som sådant att kostnadseffektiviteten bör tänkas utgöra en vägledning till hur väl ett 
företag företar sig att skapa komparativa fördelar. 
 
I detta examensarbete har således kostnadseffektiva logistiska prestationsmätningar 
utvärderats gentemot gängse modeller och ramverk föreslaget av olika teorier. Resultat visar 
entydigt på att prestationsmätning av ett företags kostnader, logistiska kostnader det vill säga, 
bör innefattas av en rigid och strukturerad process där avsaknandet av mer detaljerade 
kostnader skapar [mycket] svaga prestationsmätningar till följd av detta. Propositionen om att 
information är en vägledande variabel, är inte helt utan fog; utan ett detaljerat 
kostnadsinformationsflöde, kan ett företag inte företa ta sig att skapa modeller och strukturer 
av prestationsmätningar rörandes kostnader i logistiken, enligt vad examensarbetet påvisar. 
Detta är eller kan vara till följd av att integration mellan olika aktörer i försörjningskedjan som 
exempelvis tredjepartlogistik och andra logistiska partners saknas och detta medför att man 
”håller inne” med detaljerade information som annars skulle kunna begagna och skapa 
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trovärdiga prestationsmätningar av kostnader. I fallet med Company AB, visar resultaten 
entydigt på att integration mellan aktörer i än mer omfattning än dagens uppsättning just på 
detta. Observera dock att detta inte bör vara fallet i andra företag, men just i Company AB var 
detta påtagligen. Vidare kan det hävdas, i enlighet med examensarbetets resultat att det 
ändock går att utföra prestationsmätning om än information saknas; med lite information 
tillshands kan man utföra prestationsmätning men då i en begränsad omfattning.  
 
För att komma i underfund med det ovannämnda problematik, har författaren till denna 
examenarbete utarbetat en modell ,”3-I” model. Anledningen till att sådant har utarbetats, är 
för att göra olika aktörer varse om att integration mellan ett företag och dess aktörer i en 
försöjningskedja kan komma att begagna alla involverade och skapa rigida 
prestationsmätningar som resultat i av detta. Om integration sker mellan olika aktörer, blir 
information om diverse tingest mer tillgänglig och detta medför skapandet av förbättrade 
prestationsmätningar, som i sin tur leder till effektivare försöjningskedjor och till slut 
förbättrade konkurrensfördelar för ett företag.  
 
Nyckelord: försörjningskedja, logistik, nyckeltal, kostnader, tredjepartslogistik, lager.   
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Abstract 

 
In the ever-increasing competitiveness of the firm’s environment, it requires the adaptability of 

any one firm to be in par with the changing market forces.  In order to do so, there is an eminent 

need of reviewing and revising both internal and external offerings of the firm in terms of 

products and services. As such, the need for competitive advantage in a market requires the need 

of widespread agreement regarding the aims and objectives of each activity of the firm.  In doing 

so, there is a need of considering what and how to revise the organizational boundaries per se.  

One such area of consideration is the supply chain management. 

 

The search for excellence in supply chain management is of utter most concern for the typical 

firm. As such, there ought to be some stances of effective and efficient processes underlying the 

supply chain of the firm as such. In order to pursue and create an objective of efficient and 

effective supply chain, in order to create value-added and competitive advantage, it requires that 

measuring performance of either the entire supply chain of the firm or a specific, to create  

managerial awareness and subsequent competitive edge in the market.  One such activity in 

particular concerns the activities of the firms logistic, in certain ways called physical distribution.  

In specific, the general concern of performance measures in logistics is believed to correlated to 

costs occurring alongside of such activity and the need of cost performance measurements and 

modeling of such.  

 

The case in this thesis comprises of an empirical study of Company AB. Company AB is one of 

the largest firm within its market in the fast moving consumer goods. As such, the logistics 

activities comprise not only a strategic midpoint of the firm, but also entail a competitive 

advantage over the competitors. The offerings of products and services that of Company AB is 

solemnly dependent of the logistics activities offered by the firm, as it aims to create superior 

customer satisfaction through the physical distribution of the products and the external services 

offered to the customers.  The challenge for Company AB is not that it cannot create value for 

the firm and the customers, rather the challenge lies within the performance of the logistics 

activities, cost performance in particular. The costs occurring alongside the logistics activities 

chain cannot tell if the logistics activities, in a supply chain management context, are effective or 

efficient.  
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There are numerous tools [models] which could be applied and thus implemented regarding cost 

performance measurements.  Analysis of Company AB in terms of evaluating and applying 

numerous models entails that the lack of information hinders for the notion of performing cost 

performance measurements as a result of such; the need of detailed and in some sense specific 

cost information in the initial stages of the process, is not only required but also imperative in 

order to perform [any] rigid cost performance measurements, the analysis concludes. Amidst the 

lack of detailed information, there can be some cost performance measurements if such occurs. 

With cost classification and categorization with simpler models, there can in fact be some 

stances of cost performance measurements.  

 

The latter steps in the pursuance of cost performance measuring, the analysis reveals that the 

integration of a BSC model in a supply chain management context proves to be of good 

performance measuring model regarding costs. When applying such model in Company AB , the 

analysis shows that the model not only is persistent in despite of lack of information, but could 

also be modified in order to create efficient measurement of cost of logistics. Also, the analysis 

shows that the SCOR model could increase the efficiency of cost performance modeling as well, 

if implemented [correctly] in the BSC model in an supply chain management model; the SCOR 

model is an process methodology which could be the exerted in the model when agreed upon 

objectives of cost performance measuring. The analysis rejects the idea of SCOR model being an 

model of cost performance measuring as it lacks the holistic view of an supply chain perspective.  

 

The result and conclusion nevertheless shows that lack of integration between supply chain 

actors could inherently increase the efficiency of any performance modeling, be it costs or other 

performance measurements. If integration is absent, this entails the fact that information for 

performance measuring ought to be vague as detailed information is needed, which were present 

it case of Company AB.  A framework or model is thus presented, called the 3-I, as an 

recommendation and/or tool for overcoming the lack of information in the initial 

stages/processes in cost performance measuring, it is believed and argued.  

 

Keywords: supply chain management, logistics management, 3PL, performance measurement, 

cost performance measurement, logistics, physical distribution 
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1. Introduction 
The aim of the introduction chapter is to present the background of the problem and the problem 

phenomenon. This chapter will introduce the problems in more detail with underlying aim and 

research question as well as limitations imposed on the thesis 

 

1.1 Background 

 

In today’s world of cutting edge competiveness, firms are bound to surpass in every aspect of the 

of its business activities.  As such, the firm’s offering to its customers are not just about the 

choosing right market segments to compete in, but rather explore value added processes in order 

to create competitiveness (Christopher, M., 2004).  One vital point, if not the most, is the ability 

to create efficient logistics (Ibid).  This entails a necessary condition in a rapidly changing world; 

how to provide customers with more efficient and profound logistics management- the 

movement of goods and services are ought to be seen as a strategically important measure rather 

than secondary concern for the management (Ibid).  But, despite this concern, the movement of 

goods and services, are just seen as movement of goods and services. George Stalk of Boston 

Consulting Group calls this problem “Supply Chain Gymnastics” and suggests that the huge 

amount of goods flow might impede the effectiveness and competitiveness of the firm if not 

made primary concern in corporate agenda (Stalk,G., 2008).  

 

This increased importance of solid outbound logistics also implicates the importance of overall 

management as well as the competitive positioning of product lines in certain aspects, namely 

supply chain management (Stock, G. et al., 2000).  With steadfast logistics management and 

overarching logistics management strategies will enable the individual firm to compete in more 

vigorous accounts and enhance the performance of the firm (Ibid). Whether we talk about 

outbound logistics management or supply chain strategies (Slack, N. et al., 2006; Christopher, 

M., 2004), there is an underlying importance of aligning corporate strategies with consequent 

measure of logistics in order to create sound , if not great, supply chains.  If corporate strategies 

are not measured correctly, there is a good chance that the value added could vanish due time 

and impede the competitiveness of the firm as well. 

 

The notion of competitiveness shall not be seen in isolation but rather in integral; a firm’s 

strategic approach concerns the overall achievement, but it could easily be deployed away if 

appropriate supply chain management practices are not in place (Bowersox, D.J. et al. 2009). 

With the notion of supply chain management comes the responsibility of measuring the 

performance thereof, hence the need of reviewing and revising activities performed in the supply 

chain, in order to stay competitive. Notwithstanding, managerial attention shall not only concern 

long-term strategic goal of the overall firm, but with involvement of those of operational 

activities as well such as logistics transport management (Slack, N.et al., 2006).  In order to do 

so, there ought to be some stances of performance measurements in the logistics activities to 

provide for the strategic goal setting. When talking about logistics in particular, the discussion is 

not about whether goods and services are being fulfilled but rather at what costs it is fulfilling 

those activities (Bowersox, D.J. et al. 2009).  

 

This thesis is concerned with the exploration and evaluation of recent measurement models 

within logistics activities, in particular cost performance models. We embark on a path of 

evaluating and applying recent research to a real life case, named Company AB. In the following 

chapters, we ought to guide the reader to see whether cost performance measurements models, 

theorized by various authors, hold in reality or not.  The managers of any firm should be 

interested as they might benefit from such performance measuring that can be of competitive 

astute. 



13 

 

1.2 Defining the purpose of this thesis 

 

The overriding purpose of this thesis is to explore and evaluate the models and methodologies in 

which cost performance could be classified and measured within the logistics.  

 

As stated in previous sections, the importance of having a reliable and good structure of 

performance structures within any firm is vital for the firm as a whole, even for the stakeholders 

of the firm as well. In order to do so, the author of this thesis aims to apply cost performance 

models and methodologies in practice, namely Company AB. The increasing importance of 

competitiveness of this firm is rooted in providing customers with products and services in time 

and accurate proportion, nonetheless and without exaggerating to an extra extent. The absence of 

rigid performance measures inhibits the evaluation of Company AB’s supply chain activities in 

terms of cost performances in particular.  

 

With the abovementioned serving as an underlying guideline[-s], we are in position to conclude 

upon a thesis statement:  

 

Exploring what performance models within the supply chain management, in particular within 

cost performance of supply activities concerning logistics and physical distribution, are 

applicable. The end result should give an indication of what performance measurement models 

and/or methodologies are applicable in the context of supply chain activities concerning 

logistics and physical distribution activities. 

 

In order to cope with the abovementioned statement, the thesis will be coupled with numerous 

processes in which the statement will eventually be fulfilled over the subsequent chapters.  The 

process will begin with in-depth theoretical studies in which different aspects of supply chain 

management, mainly logistics management and costs occurring in the supply chain activities will 

provide the thesis with much needed guidance and understanding of supply chain cost and recent 

performance measurements. The continuous research investigation will then draw upon the 

theoretical studies and analyze it with empirical studies to provide an exploration of what cost 

performance models and/or methodologies could be of interest for the management of Company 

AB. The conclusion of this thesis ought to provide an result in which awareness of which or 

what models of cost performance ought to be considered in the context of supply chain activities 

concerning logistics and physical distribution. 

 

On a additional note, the cost performance measurement obtained or disregarded in this thesis 

shall not inherently be viewed as dependent on a phenomena occurring only within Company 

AB’s boundaries, but rather contribute to further research if necessary.  As Christopher, M. 

(2004) concludes, the overseeing of the supply chain management, in particular the costs of the 

firms will only be of beneficiary for not only the firm itself, but also the customers and others 

involved.  

 

1.3 Research Question 

Is there any performance measurement model and/or methodology which is better suited in the 

context of supply chain activities concerning logistics and physical distribution, than other 

similar models and/or methodologies? 
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1.4 Delimitations 

In assessing supply chain management philosophies, there ought to various interdependencies 

and exogenous forces exerting upon the supply chain. This thesis will not deal with the 

interdependencies between logistics activities and other activities within the supply chain as the 

purpose of this thesis lays in cost performance measurements of logistics activities. This means 

that, the thesis will focus on a narrow part of the supply chain, logistics in particular the be 

precise. Furthermore, the modeling of a performance management structure will not be 

investigated in depth as the focus is on the evaluation and appliance of costs performance rather 

than the rigorous modeling.  

 

Looking beyond cost performance and its effect on an organization, there are even more 

overarching variables and inputs that could be added to the overall assessment. In order not 

being too wide or broad in our approach, the thesis will only concern supply chain cost within 

the logistics.   

 

Furthermore, this thesis will not concern modeling any cost performance variables, rather the 

aim is to evaluate and raise awareness of which cost performance models and/or methodologies 

that  could be  of beneficiary for Company AB in their future modeling of key performance 

indicators of cost performance measurements. 
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1.6 Thesis disposition 

 Chapter 1: This chapter provides an introduction to the notion of performance 

measurements in supply chain management and defining the problems and aim of this 

thesis. The research question and delimitation of the investigation is presented and 

explained. 

 

 Chapter 2: This chapter concerns the scientific approach and how these scientific 

methodologies have been applied in this thesis. The aim of chapter two is not to provide 

an exhaustive explanation of the scientific methodologies present, rather the chapter aims 

to constitute an explanatory of what or which model[-s] has been used in the preceding of 

the research investigation.  

 

 

 Chapter 3: This chapter begins the study of theoretical studies and exploration of recent 

models and methodologies. The aim of the chapter is to introduce the terminology, 

methodology and models of supply chain management and supply chain activities as well 

as the various performance measurement models as such. This chapter should be 

interesting for the reader as it provides explanation of what supply chain management is 

and what constitutes performance measurements.  

 

 

 Chapter 4: This chapter concerns empirical study, i.e. background information about 

Company AB. Furthermore, the case study will be presented, in order to be explored in 

subsequent chapter[s].  

 

 

 Chapter 5: This chapter concerns the theoretical analysis of the case study and cost 

performance measurements.  In this chapter, we go in-depth with the study of Company 

AB and its supply chain activities, logistics and physical distribution in particular. 

Furthermore, the models and methodologies presented in previous chapter[s] will be 

applied in order to evaluate their conformance to a real world phenomenon. On a final 

note, but not the least, the final section this chapter will discuss the results obtained from 

the analysis.  

 

 

 Chapter 6:  This chapter will discuss and conclude upon the research investigation. The 

aim is to provide the reader with the conclusion obtained by the author of this thesis. 

Furthermore, the initial stage of this thesis will begin with discussions regarding the 

results obtained as well as the probe of such.  
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Keywords 

Word Meaning
1
 

Supply Chain Management The operational and strategic processes in 

material flows of the firm’s products and 

services in which it aims to integrate their 

customers and suppliers respective 

organization. 

Supply Chain The material flow of products and services in 

the producers produces the material and then 

passes on to the suppliers and to the end 

customer.  

3PL Third-Party-Logistics. A external part 

performs the activities in distributing products 

and services to the end customer of the firm. 

Central Warehouse An aggregated inventory for a larger 

geographical area. 

Inventory Stocks of products and services that is due for 

sales in present or in the future. Inventory 

could of various nature, the common one 

being products. 

Logistics An aggregated term for the activities 

concerning planning, organizing and 

controlling the flow of materials, from the 

producer of the raw material to the end 

customer in a finished product.  

  

                                                 
1
 According to Mattson, S.A. (2004).  
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2. Research Methodology 
This chapter is concerned with the research methodologies that are used in conducting a study 

or thesis within the field of scientific research. The objective of this chapter is to provide the 

necessary facts about various research approaches. 

 

2.1 Methodologies – A Brief Overview 

There are several stances within present research methodologies and each has it subsequent 

meaning and interpretation of conducting research (Hussey, J. et al., 2009; Bryman, A. et al., 

2005).  In a sense, the research method chosen in an empirical or theoretical study, do in fact 

constitute vicious guidance for the problem-solving nature of a research topic.  This section is 

concerned with the theories, methodologies and paradigms underlying any research conducted in 

academics. Note, however, the objective of this section is not to provide the reader with an 

exhaustive explanation of scientific research nor a detailed description of the areas concerned, 

rather the objective is to provide the fundamental principles of research methods and underlying 

tools and techniques.  

Classification of Research 

According to authors Collis, J. et al (2009), each and every research should be classified in 

respect to any one of [these] three of classification criteria’s: 

 

 Exploratory Research – The undertaking of a research where there are little or non-

existence of previous knowledge of the particular subject. The idea is to find patterns, 

ideas or hypothesis and not the reliance on a hypothesis per se (Ibid, p.5).  Furthermore, 

the research is concerned with using techniques such as observatory studies of a 

phenomena, the use of case studies and historical data if possible.  

 Descriptive Research – Is the opposite classification of the abovementioned; it is a 

research classification in which a description of an existing subject is further researched 

upon. This kind of research is more in-depth in its nature as it aims to describe 

characteristics of the problem (Ibid).  

 Analytical Research – These kind of research goes even further than descriptive 

research and, besides characterizing the problem, it explores the “why” and “how” of the 

problem.  The importance of causal relations (Ibid, p.6) is important in order to 

understand the problem.  

 Predictive Research – More detailed than analytical research as it goes even further in 

terms of probability of the problem occurring in the organization, i.e., what is happening 

in  particular situation (Ibid, p.6).  

In terms of this thesis, the author uses a research process that could resemble the descriptive 

research approach; a predefined problem in measuring cost performance in the context of 

logistics activities. As such, the thesis is concerned with why and how of the phenomenon 

regarding cost performance measurement. Furthermore, the author provides performance 

measurements methodologies in order to explore how to conduct such a performance measure 

regarding costs.  
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Although there might some arguments about the problem issue of cost performance might be of 

unexplored research issue and the rationale for not choosing to conduct a research according to 

exploratory research is that the thesis itself is not bound to find any patterns or logical pathways 

for measuring cost performance, rather this has been done in past research by various authors. 

On a further detailed note, nor is this thesis conducted according to   descriptive research as the 

problem issue non-existence; the thesis aim not to explore the problem in-depth but rather on a 

holistic view of point. The rationale for this is that each and every performance measure in the 

context of supply chain management of any firm is unique. Conducting an research with the 

prospect of gaining in-depth knowledge of each and every unique performance measure would 

seriously impede upon the generalizability and appliance of the thesis results in a another case or 

context, it is therefore argued.  

 

Finally, predictive research aims foremost to explore the probability of a problem issue occurring 

at a organization, yet it is argued that performance measures regarding cost cannot be seen as 

probabilistic; cost performance measures [and other performance measures as well] are static to 

its nature and probabilistic assumption regarding cost performance measures will not be of 

problem as it would not give provide any research conclusion and results as such
2
.  

The fundamentals of theory generation and its empirical observations  

 

When conducting a research within a given context or problem, there ought to be some sort of 

connection between theory and practice according to Bryman , A. et al (2005). The very most 

important distinguished feature of any research conducted is the fundamental relationship 

between theory generation and its connection with respect to empirical evidence. Researchers 

classify them as deductive and inductive (Bryman, A. et al., 2005; Hussey, J. et al., 2009).   

 

Deduction/Deductive is an approach in which the researcher aims to generate theories within a 

known phenomenon and derives one or several hypothesis in which underlying empirical 

evidence will either reject or confirm the researcher’s hypothesis (Bryman, A. et al., 2005, p.23).  

Thurén, T. (2007) argues that it is important that deductive theory approach should conform to 

logical patterns and as such, logical conclusion should be achieved. But, however, the 

conclusion[s] need not be consistent with the practical observations (Ibid, p.28).   

 

Induction/Inductive, by all means, is related to the fact that a researcher draws upon existing 

theory and concludes upon these existing theories. Although existing theory provides rationale in 

some stances, according to induction, one should be aware of certain things such as conclusion 

being drawn upon existing theory and it is drawn upon empirical observations, we cannot be sure 

for certain that inductive research will lead to failsafe conclusion as such. That is, empirical 

observation is seldom foolproof according to Thurén, T. (2007) and conclusion[s] based upon 

induction can be of weak nature as empirical observation or data could be false nature.  

Research paradigms – the perception of knowledge and reality and how it is 
constructed 

In previous section, the researcher’s stance on theory and empirical observation were readily 

clear; there is a relationship between theory and empirics that needs to be sorted out in order to 

conduct research.  On a more aggregated level, researchers should confront the very perceptions 

regarding reality observed and how subsequent knowledge regarding reality is further 

                                                 
2
 What the authors argues is that the performance measures shall not be seen as of probabilistic nature, if 

perceived in such manner, then all performance measures would a result of mathematical probability and not 
taking into consideration other variables.  
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constructed; a mere philosophy regarding the world and the knowledge that resides within in it 

(Hussey, J. et al.,2009).  There are two stances; positivism and hermeneutic.  

 

A researcher confronting a positivistic view of point regards the world as objective. Researchers 

conforming to this view is concerned with objectivity and causality issues (Bryman, A., 1984; 

Hussey, J. et al., 2009).  The objectivity of the research means that the detachment of the 

research conducted by the researcher and the phenomenon being observed.  The other variable, 

causality, concerns the fact that the researcher observes a connecting between empirical 

observation and knowledge generated (Ibid).  

 

Hermeneutics is a stance where the researcher is observing and interpreting the world as it were 

bound to historical and social stances (Hussey,J. et al., 2009); understanding of phenomenon 

cannot exclude the logic of the interplay between humans and institutions (Bryman, A. et al., 

2005). As such, there isn’t any clear objectivity as in positivism. Researchers conforming to this 

stance are aware of the fact that empirical observations and theoretical frameworks used is in fact 

the very consequence of interactions played by different actors, i.e. humans, institutions, laws 

etc. 

 

2.2 Approaches used in this thesis 

 

This thesis relies heavily upon previous research conducted by other researchers within the field 

of cost performance measurements in the context of supply chain and in particular supply chain 

activities concerning logistics. It is to say that the thesis is concerned with the theoretical 

frameworks provided by those authors.  

 

The theoretical framework serves as a guideline and understanding of the both supply chain 

management, logistics activities and performance measurement methodologies and models as 

well as costs occurring in such. The objective of the theoretical framework is to provide the 

necessary tools for understanding the case study presented in the empirical observations. This is 

to say that the research conducted in this thesis resembles the process of deduction as the thesis 

is concerned with the testing of existing theories and appliance of those theories in order to test 

their applicability in a supply chain context, logistics in particular.  Furthermore, the research 

paradigm used by the researcher in this thesis conforms with the view of positivism as 

performance measures and cost occurrence is perceived as a construction of objective manner 

rather than socially constructed notions. Note, however, that the positivistic stance is used in this 

thesis; the mere fact that information flow in supply chain is abundant of social interactions and 

perceptions by various actors in the chain, cannot exclude the hermeneutic view of historical and 

social interactions per se.  The same goes for exploration of performance measures as well; 

subjective behavior of what to measure and how very much an historical is bound feature. 

 

The major part of the research, underlying this thesis in particular, is a case study of cost 

performance measurement in a logistics activity context. The rationale for this approach is that 

the very notion of applying the theories observed and explored in gaining prior knowledge and 

explore whether it is applicable in reality [empirical evidence]. In order to pursue such approach, 

an in-depth qualitative and quantitative data observation was conducted in order to address the 

issues in the case study.  Furthermore, the problem of cost performance measurement and 

monitoring were absent in Company AB at the time of research conducted, this provided further 

rationale for the rich collection of observable empirical data as such, in order to tackle the 

problem issue.   
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Quantitative and Qualitative methodology 

In order to pursue any research, there ought to be a research strategy in place underlying the 

results and conclusions of a research study or investigation (Bryman, A. et al., 2005). As such, 

there are two research strategies in which a researcher can conduct; quantitative and qualitative 

methodology.  

 

 Quantitative methodology stresses the quantification of empirical data and analysis of 

such quantified data. The underlying nature of quantitative methodology is of deduction 

as it stresses the point of theory testing and the understanding of quantified data is of 

positivistic nature, as objectivity is of great concern (ibid).  

 

 On the contrary, qualitative methodology stresses the notion of empirical observation 

concerning human interactions and analysis of such interactions. The underlying nature 

of qualitative methodology is argued to be of induction as it empirical observations shall 

render new theories and stresses upon the non-objective point of view as interactions 

between variables, such as human interaction and human perception of a phenomenon, is 

more important than the objectivity itself (Ibid).  

 

The issue of cost performance measurements in the logistics activities of Company AB, this 

provided nonetheless a complex situation in which either methodology could be exerted in the 

thesis in order reach any result[s] and conclusion[s]. The predominant methodology that was 

chosen for this thesis was qualitative study as information regarding the cost performance of 

Company AB’s logistics activities was either missing or a lackluster.  However, quantitative data 

were observed as well and included when needed to clarify some processes and measurements of 

supply chain performance of Company AB and in particular logistics activities.  As such, this 

thesis has some sections of quantitative and qualitative methodologies; the emphasis has been on 

the latter than the former. Such an approach is applicable according to Bryman, A. et al (2005, 

p.41), as the author’s concludes that there shouldn’t be any rigid and detailed distinction between 

these methodologies; quantitative data could in some cases clarify the qualitative observations.  

Data Collection 

In this thesis, the data collection is concerned with assembly of theoretical and observational 

data. The acquiring of data can be categorized into two broad sections; primary and secondary 

data. Primary data are those data which has acquired directly from a source, such as 

interviewees, group of people and real life observations such as time studies (Collis, J. et al., 

2009). Secondary data are those data has been acquired from published sources such as research 

publications, internal company publications and quantified observations of phenomenon (Ibid). 

In this thesis, the author used the following strategies for acquiring both primary and secondary 

data: 

 Review and analysis of existing literature and research publications regarding supply 

chain management, cost measures in supply chain activities and performance 

measurement methodologies. These data has been categorized as secondary data. 

 Interviews with relevant actors of Company AB’s management. These data has been 

categorized as primary data.  

 Review and analysis of internal documentations and quantified procedures of Company 

AB’s supply chain performance. These data has been categorized as primary data. An 

additional note on this section is that the data obtained by the author of this thesis, are of 

non-disclosure nature and as such there has been vast modification of data in order to be 

presented in this thesis.  
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Review and analysis of literature and research publications 

The first part of the thesis concerned with a thorough analysis of recent literature and research 

publications within the field of supply chain management and cost and performance 

measurement models and methodologies. The findings of these secondary data were later 

comprised in a theoretical framework. As mentioned before, the objective of the acquiring of 

secondary data were to provide a framework for further analysis of the empirical evidence and 

observations, and the case study in particular. The research publications were in the form of 

scientific journals and academic publications within the aforementioned field of studies, whereas 

literature analyzed encompassed the theory suggested by leading authorities within the field of 

supply chain management and logistics in particular as well as performance measurement 

models and methodologies in the context of supply chain management. 

 

Although a comprehensive secondary data collection were made, the process is not without 

criticism it is believed, as possible analysis of certain theories has been proven to be of non-

adherence when conducting the theoretical analysis. Further criticism can be deployed to the 

extensive analysis of supply chain management literature in a holistic consent and the absent of 

this holistic view in subsequent analysis. Furthermore, criticism could be made towards the 

usage of research publications that ought to be used in other than supply chain management. For 

instance, the BSC framework presented by authors Kaplan, R.S. et al. (1992). 

 

Interviews and interviewees 

The collection of primary data consists of conducting interviews with three individuals within 

Company AB. The interviews where conducted in a semi-structured manner in order to 

emphasize the freedom of speech and thoughts given to the interviewees, in order to express 

their own understanding of certain issues.  The structure of semi-structure interviews are 

concerned with the fact that the researcher prepares some specific topics in advance and asks the 

individual being interview provide an discussion according the specified topic (Bryman, A., et al, 

2005); the interviewee in this sort of interviews are invited to discuss the specific topics openly.  

Another distinctive feature is that the interviewer are not bound by the initial questions, rather 

the interviewer, in the case of Company AB is the authors this thesis, can openly discuss 

discovered topics during the interview in order to gain more in-depth knowledge or pave the way 

for other related and occurring topics (Ibid).  

 

The interview conducted by the author of this thesis used the abovementioned framework in 

order to get clarification regarding the internal processes and performance measures of Company 

AB’s supply chain activities. As the case study was very holistic, this required in-depth 

knowledge of Company AB and its internal organization and organizational processes, hence the 

semi-structured interview. The researcher chose four to five topics in advance in order for the 

interviewees to discuss the topics in an exhaustive manner. The individuals chosen as 

interviewees, and not others of Company AB, were simply because of their subsequent role of 

Company AB’s supply chain management and their impact of performance measurements as 

well as cost performance monitoring of the supply chain activities: 

 

 Logistics Manager – responsible for the department comprising both logistics and 

inventories. Member of top-level management of Company AB 
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 Inventory Manager – responsible for the flow of products and services from the central 

warehouses and to the end customer.  The inventory manager was also responsible for 

labor as well.  

 Merchandise Manager – responsible for the retail operations of the firm and part of the 

supply chain planning of the sales department.  

The interviews were conducted between October 2010 and December 2010.  The total sums of 

three interviews were conducted on three separate occasions, independently of each other. 

Initially , four individuals were approached for a interview session; the absentee were the chief 

financial officer of Company AB and responsible for cost and revenue analysis of supply chain 

activities performed by Company AB.  

 

Criticism could thus be drawn towards the interview method and the absent of important actor of 

the supply chain management. The former is concerned with the fact that no direct questions 

were deployed towards the interviewees and as such, in-depth detailed information could have 

been missed. The latter concerns the important input of key detailed knowledge such as cost and 

revenues, could have provided different research outcome if information were provided by the 

absentee interviewee.   

 

Internal documentations and quantified performance procedures and performances 

Secondary data consisting of internal documentation and quantified performance measurements 

were provided although in a very limited manner. The internal documentation comprised a 

presentation of Company AB on their definition of performance measure according to the 

management. This has thus been of great concern of the research as it has impeded in the 

analysis of performance measures and cost performance measures of the Company AB in the 

theoretical analysis. Furthermore, the non-disclosure of Company AB’s figures and facts 

provided a difficult obstacle as it impeded upon research per se; important connotation where 

simply not being put in the analysis which otherwise would have been of great importance.  

  

The non-disclosure of Company AB’s internal performance measure provided great hindrances 

,as the author were forced to change the initial performance measurement data and models in 

order to present it in the thesis for further analysis. The change of input data, figure and statistics 

could have been a source of errors and misjudgment made in the analysis part of the research, it 

could be perceived as a criticism.  

Further criticism could be deployed towards the publication of quantified processes and data in 

the quantitative data section of the empirical analysis; complete changes could have put serious 

impediments to the analysis as such.  
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2.3 Research Process – An Overview 

The figure below outlines the research conducted by the author. The circular flow, as seen in the 

figure, represents the continuous loop of reviewing and revising each subsequent process in 

order to bring forth an exhaustive exploration of the research phenomenon concerned. 

 

 
Figure 1. The indicative research process (adapted from Boström, M. (2008); Hussey, J. et al. (2009)).  The analogy of one 
gear gets the others gears rolling,  can be thought as the interdependent flow of the research investigation of this thesis.  
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3. Theoretical Framework 
This chapter aims to provide the reader with a theoretical overview of supply chain 

management, logistics activities within the supply chain and other relevant theories which are to 

be used in subsequent empirical evidence and analysis. The theoretical framework will also be 

an integral element in the conclusion discussion as well.  

 

The first section of this chapter will introduce the underlying notion of logistics and supply chain 

management. The second section will present industry-wide models and frameworks. The third 

section will present the dynamics of logistics management and structures.  The last section will 

give an overview of logistics measures and management accounting measures.  

 

3.1 Supply Chain Management and Logistics activities management 

In order to understand the notion of management within supply chain, there ought to be some 

clarifications regarding the terminology of such to begin with. Furthemore, the terminology will 

provide as an guidance towards the understanding of  what constitutes supply chain and logistics 

management as such. 

Defining the logistics management 

Christopher,M. (2004, p.4) defines logistic management as follows:  

 

“[..] the process of strategically managing the procurement, movement and storage of materials, 

pars and finished inventory (and the related information flows) through the organization and its 

marketing channels in such a way that current and future profitability of are maximized through 

cost-effective fulfillment of orders”   

 

As seen, the authors’ description regards what logistics management constitute; create an 

effective logistic management function procedures in order to obtain competitive advantage 

(Ibid). In comparison, authors’ Slack, N. et al. (2006, p.404) defines logistics management in a 

different way: 

 

“[… ]An extension of physical distribution management and usually refers to the management of 

material and information flow from a business, down through a distribution channel to the retail 

store or direct to consumers [...]” 

  

As seen above, these authors are much more concerned with the physical movements of material 

and information (Ibid). In comparison, both authors define their respective view as a definition in 

although concerning different rationales; Christopher, M. (2004) is concerned with the fact that 

logistics is an integral part of value added network whereas Slack, N. et al. (2006) defines 

logistics in a supply chain management flow context. As such, the overwhelming consensuses 

are not agreeable as different contexts will render different perspectives and definitions of 

logistics, it is argued by the authors. Continuing this path of discernable nature of what logistics 

management constitute, the notion is ever more present as seen in below connotation of logistics 

by authors Stock, G.N. et al. (2000, p.535): 

 

“Logistics has traditionally been defined as the process of planning, implementing, and 

controlling the efficient flow and storage of goods, services, and related information as they 

travel from point of origin to point of consumption” 
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On a further theoretical note, authors Min, H. et al. (2002) definition and description of logistics 

and management therein, is seen as an interdependent of what a firm defines as outbound 

logistics. To say, these authors are more concerned with the firm’s ability to produce goods and 

services that shall be seen in the light of inbound logistics and concerns materials management as 

primary and outbound logistics are concerned with physical distribution management. Thus, as 

can be seen in the figure down below, there are certain boundaries in which the firm can act in 

when considering the management of logistics.  

 

Figure 2. Authors Min et al (2002, p.232) and their definition of logistics management and what any firm shall consider as 
logistics management and not.  

The key objectives of logistics management 

One of the main characteristic of logistics management, is the firm’s availability of delivering 

goods with high reliability in delivering and with short lead times (Wriggers, F.S. et al., 2007). 

In order to possess competitive advantage within logistics, the alignment of production with 

logistical activities is fundamental or prerequisite in achieving scale advantages (Ibid).According 

to these authors, the challenge of logistics management is whether the management has the 

ability of aligning production throughput time and logistics delivery times.    
             

 

 

 

 

   

 

 

 

 

 

Figure 3. Traditional logistics management and its interdependence in accordance to view outline above (Sheffi et al, 2010). 
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The Supply Chain Management of a firm 

The transition from viewing logistics management as an integral part of any management 

philosophy were governed and argued by Krajlic, P. (1983), in which the author introduced the 

concept of supply chain management. Beforehand, there would be isolated strands (Slack, N. et 

al., 2006) of corporate functions in handling the deliverance of goods and service. Kraljic, P. 

(1983), however, argued that the corporate purchase function, which were an integral part of the 

management of goods and service, should abandon the traditional view of purchasing materials 

and deliverance; the author argued that the operations function (i.e. purchasing) should change 

its perspective from an operational point of view to more strategically focused supply 

management (Ibid, p.110).   Furthermore, management of materials and purchasing should 

preside one core function. With these organizational setting, stability in an unstable environment 

might enhance the effectiveness of both costs and physical distribution (Ibid) 

 

The institution of supply chain management as a management philosophy differs between 

different authors (cf. Gibson, B.J., et al., 2005; Krajlic, P., 1983).  Furthermore, a widespread 

consensus regarding the exact definition of supply chain management is advent as well.  

 

Defining the supply chain management 

Authors Gibson et al (2005, p.22) defines supply chain management as follows:  

 

“Supply Chain Management encompasses the planning and management of all activities 

involved in sourcing and procurement, conversion, and all Logistics Management activities”   

 

As seen above, the author views the idea of supply chain management as a mere extension of 

logistics management. This could be compared to Slack, N, et al (2006, p.404) which states that 

supply chain management shall be seen as an tool to coordinate various stages in the supply and 

demand side. In contrast, author Christopher,M. (2004, p.18) forewords supply chain 

management as:  

 

“The management of upstream and downstream relationships with suppliers and customers to 

deliver superior customer value at less cost to supply chain as a whole”  

 

On a further explanatory note, Christopher, M. (2004) does not put the abovementioned 

definition in any context, rather the author institutes that the utter most important concept of 

supply chain management is nurturing the interdependent relationships among businesses in 

order to bring henceforth enhanced revenues and not stating with whom these relationships shall 

be honored with (Ibid). These thoughts are even evident in authors Min, H. et als (2002) 

description of supply chain management, in which the authors states that supply chain shall be 

seen as an business network in which everyone are dependent upon each other and thus views 

the integration among businesses in this supply network as the core notion of supply chain 

management instead.  

 

Continuing this notion of deviating from physical distributions contexts, authors Cousins, P. et 

al. (2007) reconcile with supply chain management is a result lacking functionality of logistics 

per se; buyers of products are concerned with longer-term management rather than short-term 

demands. As such, supply chain management ought to be seen in the context of purchasing and 

supplier management. 
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The objectives of supply chain management 

There are multiple objectives of supply chain management. In contrast to logistics management, 

authors Cooper, M.C.et al. (1993) describes the increased objective of integrating and 

coordinating the activities and processes across business functions, rather than seeing just only 

the physical distribution part. Authors Cooper, M.C. et al (1993) describes supply chain 

management objective as looking across the entire channel rather than the firm’s own channel; 

the supplier to the end consumer are to be given the same priority.  On a opposing note, authors 

Min, H. et al (2002, p.232) defines the primary objectives of a supply chain [management] being 

the increase in operational efficiency, enhancement of profitability and competitiveness of the 

firm and its network partners. Furthermore, a secondary objective concerns the exchange of 

information in a backward flow of motion and the flow of goods in a forward motion. As a 

conclusion, the supply chain management objectives are derived from the customer and the 

integration of business processes ought to be considered in order to create customer value (Ibid, 

p. 232). This view conforms with the view of Christopher, M. (2004), as the author emphasis in 

likewise manner and argues that the notion of creating customer value as an overriding objective 

of supply chain management and logistics management as well. A complementary figure [see 

figure 4] of the abovementioned objective could thus be concluded as such.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

Figure 4. Supply Chain Management objectives outlined  and conforming to the viewpoint of the authors above. (TUV,2010) 
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3.2 Managerial accounting and control of supply chain activities 

 

Measuring the performance of the firms’ strategies and/or processes is a fundamental approach 

in creating value for the entire firm and its overall corporate strategy (Bhagawat, R. et al., 2007).   

 

The purpose of performance measures of various supply chain activities can be seen as an 

integral part of evaluating the effectiveness a firms supply chain activities (Ibid), the accounting 

relationships in-between organizational departments (Dekker, H.C. et al., 2000) and the 

fulfillment of shareholders objectives (Gomm, M.L., 2010). These measurements have to do with 

the fact that the integration of supply chain activities. This leads to the hypothesis that the 

accuracy of information across the chain is viewed as an essential input to the performance 

measurements evaluation,when discussing logistics activities in supply chain management 

(Everaert, P. et al., 2008; Bowersox. D.J. et al., 2009).   

 

The underlying idea of responsibilities outlined the section above, has to do with the fact that it 

provides more accurate decision-making process (Xiao, S.L. et al, 2009). Traditionally, firms 

have relied on traditional accounting figures and models in order to assess the supply chain 

activities. As regards for traditional cost accounting, it has been argued that there are biases 

involved in the decision making when involving traditional accounting measures as costs are not 

visible per se , as it doesn’t show the accurate and detailed information needed when looking at 

those variables (Ibid). It is argued that transportation, a different connotation of logistics, shall 

not be seen in isolation; the cost of movement and inventory of goods are two fundamental 

considerations for any manager concerned with costs (Bowersox, D.J. et al. 2009).  This leads us 

to the topic of exploring what really constitutes logistics costs.  

 

Logistics cost 

Xiao, S.L.et al. (2009, p.514-ff) characterizes logistics costs in terms of, dominant and recessive 

cost[s].  

 

 Dominant cost[s]: These costs involve transportation and inventory costs. These costs 

are easy to measure as the estimation of these costs are relatively straightforward and has 

to do with the fact that quantitative methods can be used in exploring these costs in a 

accurate way. Inventory costs are the costs of holding inventories as well as order costs 

and customer costs.  

 

 Recessive cost[s]: Can be thought of information costs and are an integral part of overall 

logistics costs.  These kinds of costs are coped with the flow of information and with 

little regards to details; costs ought to be seen in a wider context rather than the sole 

entity. As such, recessive costs are relatively straightforward when it comes to 

optimization of various logistics costs as information provide logistics departments with 

the data needed to optimize certain operations, such as storage systems etc.  

 

The underlying notion of dividing cost into subsequent elements or categories has multiple 

purposes; as managers are inhibited by traditional cost accounting measures as argued in 

abovementioned section, the categorization or classification of costs proves vital, as costs can be 

linked to overall management objectives and decision making it is believed.  

 

A different view is presented by authors Bowersox, D.J. et al. (2009), in which the authors 

derives logistics costs as an extension of manufacturing strategies chosen by any firm(Ibid, 

p.89).  The firm’s ability to exploit economies of scale due time paves the way to explore various 
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manufacturing strategies in order to assess cost associated with logistics, the authors argue. As 

such, the authors defines logistics costs in the context of a model namely Total Cost 

Manufacturing [TCM] and consists of production inventory and transportation (Ibid, p.89). The 

costs implied are associated with chosen manufacturing strategy or strategies of the firm. There 

are three cost strategies in which costs are associated with logistics and/or manufacturing: 

 

 Make-to-Plan (MTP): As firms produce and transport more output, costs declines as a 

result of economies of scales. This strategy has several impacts on logistics costs; 

inventory costs increase and transportation decrease as a result of consolidation. 

  

 Make-to-Order (MTO): In contrast, MTO costs are higher but are completely offset by 

lower inventory costs. But, however, transportation is higher as smaller and unique 

customer orders render unique costs.  

 

 Assemble-to-Order (ATO): ATO strategies lies somewhere between the above 

strategies, exploiting the best of both.  

Activity Based Costing (ABC) 

One widely used methodology of logistics cost categorization and classification is Activity based 

costing, henceforth denoted ABC. The methodology organizational cost of performing certain 

activities in terms of time and resources consumed, are readily evaluated. (Liberatore, M.J. et al., 

1998). According to Liberatore, M.J. et al. (1998), the methodology of ABC originates from the 

manufacturing companies in the past as they emphasized and raised awareness upon the 

increasing costs and linkages of activities within the organization [to the other parts of the 

organization]. This view is also shared by Themido, I. et al. (2000) whom conclude that the ABC 

approach ought to be viewed as an alternative approach to traditional methods of cost 

evaluations. The definition given by the authors contemplates with the Liberatore, M.J. et al 

(1998, p.1149):  

 

“A methodology that measures the cost and performance of activities, resources and cost 

objects, assigns resources to activities and activities to cost objects based on their use, and 

recognises the causal relationships of cost drivers to activities"  

 

When talking about ABC, there are some important variables that needs to be taken into 

considerations (and which upholds the model itself): 

 

 Activities – are tasks in which consumption of existing resources are needed in order to 

deliver a specific service or physical resource. 

 Object – the result of an activity or chain of tasks 

 Resources – the inputs required in order to finalize a good or service 

 Cost driver (s) – is the variable in the model which compromises inputs from all the 

abovementioned variables.   One way to look at these cost drivers is the consumption of 

resources in terms of costs.  

 Cause of cost(s) – the logic behind why some of the activities are performed in the way 

that they are performed. 
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 Activity Based Management (ABM) – the process whereby the allocation and 

consumption of resources are exploited and altered. This is the vital process in the model 

as ABC is just an sub-process and thus cannot be optimized unless efficient management 

processes are in place.  

(Themido,I. et al., 2000, p. 1149-1150) 

 

The below figure [figure 5] visualizes the aforementioned variables and the interdependency 

between ABC and ABM processes.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 5. ABC model implementation in Supply chain Management. (Themido, I. et al., 1998, p.1150) 

One reason for the relevancy of ABC methodology in terms of categorizing logistics cost,  stems 

from the fact that firms view their indirect and overhead costs increasing and all other costs as 

stable (Ibid, p.1148). The increases in overhead costs are due to the fact that firms are 

experiencing the incremental technological changes and other integrative changes as linkages 

between inter-organizational departments. As such, the traditional view of allocating these costs 

has not been accurate at as errors in estimating were ever increasing.  For example, labor costs 

which accounts for a large part of any firm are not accurately estimated as a result of overriding 

costs on aggregate level, which are hard to allocate to certain labor resources. 

Another rationale for using ABC methodology is the use of its methodology to cost product and 

services; failure in pricing product and/or services could abolish competitiveness of the firm, 

traditional cost measures are cannot be used without some errors occurring (Ibid).  

 

Appliance of ABC methodology in Supply Chain Management and activities 

 

In order to apply the ABC methodology in the context of supply chain management, there is a 

need for exploring the cost logic of an integrated supply chain (Manunen, O., 2000).  Manunen, 

O. (2000) concludes upon following costs in the context of supply chain and further applicable in 

the ABC model: Transport, forwarding, customs operations, warehousing: receiving, receiving 

inspection, shelving, storage, holding stock, picking, packaging and shipping, purchasing, 

ordering, payment transactions, materials management in production , sales (including receiving 

orders) and recycling.  The author further concludes that the cost structures are not typical or 
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standardized for each and every supply chain rather it is dependent upon market served, order 

processing structure and the internal organization of the firm (Ibid, p. 54).  

 

Authors Evaert, P. et al (2008) reconcile with the aforementioned costs and illustrates an 

example of an ABC model could be visualized of the firm’s supply chain activities performed 

and categorized accordingly. The figure below [figure 6] illustrates the notion of a typical ABC 

categorization, classification and processes in a supply chain of a firm.  The interdependencies, 

as the abovementioned authors agree upon, are represented as well by the arrows and show the 

complexity of the model (cf. Thermido, I. et al., 2000).  

 

There are several viewpoints in whether the ABC approach is applicable within a supply chain 

management context. Arguing this view is authors Libertore, M.J. et al. (1998) in which the 

authors condemns present traditional accounting system not being a appropriate categorization of 

costs in manufacturing and distribution channels, as such systematic accounting aggregate cost 

on a broad level. Conforming to this argument, the argument that the ABC approach should be 

more adequate, the authors argue; it gives more detailed structured view of each and every aspect 

of both manufacturing and logistics. The crucial point, it is believed, is the underlying notion of 

cost drivers;  as a firm might serve several customers which differs in both size and importance, 

the ABC approach would thus give an detailed view of the major drivers and hence the cost of 

serving each and every customer with inputs from the entire supply chain (Ibid, p.132-133).  

 

The other point of view concerns the information management in the supply chain and its 

effectiveness in the ABC methodology and supply chain management; as information regarding 

the variables and processes in the ABC model will be readily available for all involved parties in 

the supply chain, this could thus benefit the company that deploys resources in regards of ABC 

methodology.  

 

 

 

 

 

 

 

 

 

 

 

Figure 6. ABC in a supply chain management context of a firm (Evaert, P. et a.l, 2008, p.175) 
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Managerial control of logistics costs 

Managers are in vain if not considering the effectiveness of their logistics according to authors 

Mentzer, J.T.(1991); the utilization of resources in effective logistics systems needs to be 

considered in the context of the fulfillment of the overall goals of the firms.  Author Christopher, 

M. (2004) argues with the same rationale, although in a slightly different manner and includes 

cost as a guiding light; inaccurate cost information in logistics management inhibits firms from 

utilizing the use of supply chain or the integration of flows in-between firms and networks.  

Others, such as Bowersox, D.J. et al. (2009), argues that inaccurate organizational processes in-

between firms poses as an threshold for effective utilization of cost management processes 

within supply chain operations.  

 

When talking about cost management of logistics activities, there are certain philosophies in 

which one should be aware of (Bowersox, D.J. et al., 2009); logistics costs shall inherently be 

categorized and viewed upon in terms of certain functions such as  sales and operations planning, 

or SOP if quoting the authors (Ibid, p.136). With such distinguishes the SOP model views sales 

and its costs as occurring in a sequential flow. First, the finance staff develops revenues in order 

to create shareholder value. Then the sales department develops plans for marketing in order to 

meet these revenue plans and finally the operations department develops and executes supply 

chain activities and therein lays the logistics flows (Ibid). 

 

Christopher, M. (2004) consent with the abovementioned functionality of logistics; the 

traditional view of logistics cost management is the result of the flow from suppliers to 

customers, in which logistics management is bound to oblige to an sequential process whereby 

procurement, operations and distribution are seen as independent processes (Ibid). In this view, 

the fulfillment of satisfaction is in regards of the customers in contrast to the previous model. 

Although not explicitly stated, the logistics management and cost management are derived from 

the concept of value chain (Ibid, p. 11).  

 

Principal objectives of logistics cost management 

There are some basic principles regarding logistics cost management in which management 

needs to be aware of (Christopher, M., 2004), amidst the fact that overall objective of linking 

costs to output and customers. There are two principles, it is argued, in which we need to take 

into account when considering logistics cost.  

 

The first principle has to do with the materials flow and the cost associated with providing 

customers with the flow of both customer service flow and output (production) flow (Ibid, p.74).  

The second principle is to segment each customer and distribution channel; costs are more easily 

derived when segmentation of markets and customers are aligned with subsequent distribution 

channel (Ibid).  

 

Other principles may apply as well, such as expenditures linked with performance of logistical 

arrangements (cf. Bowersox, D.J. et al. 2009); inventories costs and transportation costs are two 

principles that should be incorporated in every cost management approach.  
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3.3 Performance Measurements models  

Authors Gunasekaran, A. et al. (2000) argues that the increasing globalization and customer 

satisfactory goal merely possesses as two opposing forces in logistics environments. As such, the 

authors argue that the firm’s logistics structure shall be nurtured as a result of these acting forces.  

In order to achieve superior supply chain management, the need of performance measures cannot 

be ignored as such (Ibid). Further on, the authors argues that an firms supply chain is not 

effective unless the organization implements and nurtures performance measurements in order to 

effectively implement strategies.  Furthermore, the need of performance measures is not enough; 

the matrices tracing various supply chain events are needed as well (Ibid).  

 

When arguing for the various supply chain performance indicators, measures or metrics there are 

several school of thoughts the argument could embark upon and in which different perspectives 

of measurements in supply chains are discussed ; authors Dekker, H.C. et al. (2000) argues that 

the supply chain of an firm are under scrutiny of various forces both within and outside the 

organization meaning that co-operation in-between supply chain collaborators is necessary. Both 

authors thus argue that measurements shall be aimed at providing the financing and accounting 

perspective of the firm (Dekker, H.C.et al., 2000).   

 

The other school of thought is concerned with the managerial aspect of performance 

measurements and performance indicators; Mentzer, J.T. (1991) defines performance 

measurements as one of the vital concerns of a manager.  The authors define supply chain 

performance measures in terms of effectiveness and efficiency [of a supply chain] (Ibid, p.33).  

The effectiveness relates to how well the goals are reached within the supply chain and 

efficiency concerns the way the resources are allocated throughout the supply chain.  In a similar 

view, authors Chow, G. et al. (1994) defines managerial concerns in likewise manner but in 

terms of hard and soft measures; hard measures accounts for the financial measurements and soft 

measures as the supply side of the supply chain, for example customer satisfaction (Ibid, p.17).  

To the extent the measurements concern the managerial aspects of the organization, Meade, L. et 

al. (1998) relates to the fact that managerial aspects cannot be achieved unless proper internal 

organization and subsequent decisions systems are in place.  

 

There are however other thoughts as well and are utterly concerned with the frameworks for 

supply chain performance stemming from past problematic research or implementation practice; 

Beamon, B.M (1999) concludes that the numerical adequacy in supply chain performance 

measures is not fully utilized or are in vain unless it is viewed in the wider context of the supply 

chain which has not been fully viewed in the past, whereas authors Santos, S. et al. (2006) cites 

the market implications as inhibiting forces for implementation of [past] frameworks or 

performance indicators. 

 

As seen above, the reasons for implementation of performance measurements and subsequent 

indicators in supply chain of a firm are thus manifold and not agreed upon.  Although different 

views and aspects arrives when arguing for supply chain activity measurements, the overriding 

objective is more agree upon as opposed to the process and implementation of performance 

measurements; supply chain performance is of vital strategic and operational concern for every 

part of the supply chain management of an organization (cf. Gunasekaran, A. et al., 2000; 

Mentzer, J.T., 1991). 
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Research and implementation problems in the past   

If are to believe authors Gunasekaran, A. et al. (2000), the problems in the past [and present], has 

been due to the fact that independent actors in the supply chain of any firm have pursued their 

own strategic agenda and goals independently of the overall supply chain in which it is a part of. 

As a result, there have been two problems in the past in which supply chain performance 

measurements has not been fully effective (Ibid, p.72-ff): 

 

 Lack of balanced approach: While one group of researchers and practitioners focused 

on the financial superiority of the organization [it is argued for], the other group focused 

on the operational performance of a any supply chain. The need for a balanced approach 

is not only of great concern for all parties involved in the supply chain; it is also of 

adequacy for the visibility of the entire supply chain. Authors Gunasekaran, A. et al 

(2000) thus concludes that lack of balancing approaches such as daily operations 

measures, financial performance matrices and such, are to be balanced first in order to 

achieve the strategic objectives of the organization.  The flipside of the coin is the 

opposite; when concluded upon balanced approach the large amount of performance 

measures dwells the organization and could thus be of counterproductive when such large 

numbers of performance measures are readily available.  

 Lack of clear distinction between metrics at strategic, tactical and operational 

levels:  When agreed upon relevant supply chain performance measurements, the 

organization usually falters when it comes to classification supply chain performance 

measures per se. Failure to classify performance measures inherently affects the strategic, 

tactical and operational decision making and could thus jeopardize the [entire] supply 

chain activities evaluation. For example, inventory measures widely concerns the 

operational part and measures of the organization; failure to classify inventory under 

operational measures could thus render in faulty measurements ex post (Ibid, p.73).  

Thus, in conclusion, given the supply chain measures in an organization, failure to create an 

balance in-between different aspects of the supply chain and classification of supply chain 

performance measures has inhibited past implementation. Van Hoek,R. (1998) has an similar 

way of describing [past] failures; the integrative nature of supply chains as opposed to the 

traditional view with the firm being responsible for the entire supply chain,  has changed due 

time but firms’ are still in the traditional way of measuring supply chain performance.  The 

below figure [figure 7], shows the evolution of supply chain performance measures, ranging 

from the traditional performance measurements to recent [proposed] performance measures in 

the supply chain. In addition, managers have perceived their own supply chain as a non-

improvement area and this has in fact inhibited further implementation of both performance and 

optimization of supply chains (Ibid, p.187).  
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Figure 7. The argument of Van Hoek, R. (1998, p.188) regarding the change in supply chain performance measurements 
visualized by the authors themselves. 

 

The lack of inconsistency in supply chain performance measures inhibits competitive advantage 

of the firm it is to believe. According to Van Hoek (1998), the reason for past implementation 

failures or fallacies derives from two views of the supply chain management (Ibid, p.187-ff): 

 

 Network:  According to the author, this has to do with the change in control mechanisms 

in the supply chain; the traditional viewpoint of the supply chains were concerned with 

the fact that the firms’ viewed every aspect of the supply chain as under the firms’ direct 

control (Ibid, p.187).  As a supply chain resembles network structures nowadays, firms’ 

are still under questioning what new performance measures shall be agreed upon.  

 Integration: As the structures of the supply chain now consists of various participants, 

the complexity adds further to the performance measurements. Van Hoek, R. (1998) 

argues that complexity arises when firms’ need to add new layers (i.e., participants) to its 

supply chain and the complexity even arises when the firms’ themselves are part of 

another supply chains as well, paving the way of what to measure in what ways. The 

complexity of integration has given the rise to the question of “What’s in it for me?” 

(Ibid, p.179).  

In sum, the traditional view of performance measurements has inhibited new procedures 

regarding supply chain performance measures.  This has thus given the rise of the failures in 

adequate implementation of performance measures and in turn created sub optimization of the 

entire supply chain performance measures for each and every participant. This is a result of the 

added complexity to the supply chain with various participants.    
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Performance measurement models in supply chain management 

Given the aforementioned introduction to supply chain performance and the recent and past 

problems and/or failures with implementation of such, we ought to explore the various 

methodologies that are ever present when it comes to supply chain performance measurements. 

As such, the investigation of various methodologies will be explored in more than one way 

meaning the aim is to connect each methodology with the opportunities and implementation 

problems proposed by the authors presenting the methodologies. 

 

Balance Score Card [BSC] 

 

The Balance Scorecard (BSC) is a model which emerged in order to assess the performance of 

an organization and the internal organizational performance in particular (Bhagwat, R.et al., 

2007).  The development of this model is an outcome from a research conducted by authors 

Robert S. Kaplan and David Norton, in which twelve firms were observed and then implemented 

in what the authors call the  “[…] balance scorecard – a set of measures that gives top managers 

a fast but comprehensive view of the business” (Kaplan, R.S. et al., 1992, p.174). The purpose 

was to propose a framework which complemented the financial performance measures with 

operational measures (Ibid). The authors concluded that the future drivers of strategy are 

operational performances and its effect on the organizations financial performance. As in parity 

with authors Bhagawat, R. et al (2007), the framework is aimed the top level management of the 

firm, but the decision making shall not be exclusively taken at any particular level.   The below 

figure shows the initial framework by Kaplan et al (1992) as published in Harvard Business 

Review. 

 

The framework tries to answer four answers and subsequently derives four performance 

measures that ought to be assessed within the organization (Ibid, p.174-ff): 

 

 How do customers see us? [Customer perspective] 

 What must we excel at? [International business] 

 Can we continue to improve and creating value? [Innovation and learning] 

 How do we look at our shareholders? [Financial perspective] 

The figure below [figure 8] summarizes Kaplan, R.S. et al’s (1992) notion of BSC.  
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Figure 9. The Balance scorecard as presented in its initial structure by the authors Kaplan et al (1992, p.174) 
 

The development of the measures in the BSC model occurred as the decision-making shall not 

inherently be seen as taken by any particular level of the organization, but rather at any level. 

The aim of the model is to balance the short-term obligations of the firm with the long-term 

strategy; historical achievements in terms of financial performance shall give input to future 

drivers of corporate performance (Bhagwat, R. et al., 2007).  Authors Brewer, P.C. et al. (2000) 

agrees on the aforementioned notion of the BSC model and argues that the emphasis on shorter 

term financial result overshadowed the future strategy of the firms in the past and leading to the 

proposition made by Kaplan, R.S. et al. (1992) regarding this matter. As such, the framework 

provides the managers at all levels of a firm in which they can assesses the performance of their 

own performance in what the authors stipulates in “formalized mechanism” (Brewer, P.C. et al., 

2001, p.76).   

 

In sum, the balance scorecard model proposed by authors Kaplan, R.S. et al. (1992) provides the 

managers with logic and rationale methodologies in which firms can assesses their past 

performance in both operational and financial performance and provide input to longer term 

strategies for balancing of all aspects of the firm in order to enhance the performance of the 

organization. The agreed upon notion of four perspectives [see above] serves as a guideline for 

assessing the performance within the organization.  

 

Applying BSC model in supply chain management 

Authors Brewer, P.C. et al.  (2000) argues that philosophy of supply chain management is one of 

three most important practices in any firm in order for it to create a competitive advantage in a 

market. The firm that will be successful in implementing supply chain practices in which good 

coordination, relevant performance measures and focus on delivery will inherently , if not 

exclusively, create an superior advantage over rival firms (Ibid). As such, the needs of 

stronghold performance measurement systems are needed in order to assess the performance of 

various supply chain activities, the authors argue.  As such, the BSC, it is argued by the authors, 

provides such measurement system[s].  As a result, Brewer, P.C. et al. (2000) visualizes what 

they attempt to achieve with the aforementioned rationale in an integrated BSC-SCM 

framework, as seen in the figure below [Figure 10].  
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Figure 10. A integrated BSC-SCM framework as proposed by Brewer,P.C. et al (2000,p.78) 

 

Authors Bhagwat, R. et al. (2007) mentions that in the past, there have been numerous tools and 

methodologies in assessing the performance of the firms supply chain activities. The fallacy of 

relying on traditional measurement methods have thus created a notion of prioritizing supply 

chain activities that can be quantified in financial measures in the past. As such, matrices and 

subsequent performance measures have thus been in vain as they lack of balancing overall goals 

of the supply chain management (Ibid). The authors further argue that the BSC framework gives 

a comprehensive and detailed overview of the supply chain management and its performance in 

more detailed perspective.   

 

The SCOR model 

The view concerning that manufacturing being the primary driver of supply chain management 

are being questioned in whether this hold on the longer term management of the firm’s supply 

chain (Stewart, G., 1997). As supply chain management must be concerned with both customers 

and internal organization capabilities (Slack, N. et al., 2006; Stewart, G., 1997), traditional 

performance measures and matrices deriving from manufacturing point of view can be seen as 

obsolete. As integration occurs throughout the entire supply chain, the competitive advantage of 

each firm derives solely from what Stewart, G. (1997) argues for customer demand in terms of 

time-to-market. In order to achieve such competitive advantage[s], managers should bring 

attention the notion of integrating various operations across supply chains (cf., Slack, N. et al., 

2006).  The assessment of these integrative models can be measured in terms of a model called 

Supply chain Operations Reference Model, namely the SCOR model in short. 

 

The SCOR model were primarily introduced to gain more efficient supply chain and move the 

supply chain performance towards [more] process based management modeling (Stewart, G., 

1997).  As such, authors and researchers concerned with this model contemplates that the model 

is an model for evaluating and improving further supply chain efficiency as well as management 

of the supply chain networks as well (ibid). The SCOR model allows firms to measure various 

processes and activities along the supply chain, mainly: 
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 Evaluation of internal processes 

 Benchmark the performance of various operations and supply chains 

 Identify tools to evaluate and measure processes 

 Identify and implement changes when necessary 

 Identify competitive advantage[-s] 

(Ibid, p.63) 

 

In the figure below [figure 11], the abovementioned measurements could readily be seen. The 

figure is a summation of what could be argued as an evaluation of any supply chain management 

and performance measures according to the aforementioned ideas of the SCOR. Author Stewart, 

G. (1997) argues that the figure shall be seen as an initial step in such processes.  

 

 
Figure 11. The initial step in developing the SCOR model is to agree upon the supply chain performance and measures as 

shown in the figure (Stewart, G..,1997, p.66) 

 

Furthermore, Stewart, G. (1997, p.65) concludes that four guiding principles should be 

implemented in order to achieve the aforementioned activities: (1) Plan, (2) Source, (3) Make 

and (4) Deliver. These guidelines, as seen in the figure below [figure 12], makes up the supply 

chain activities of every supply chain regardless of the nature of the firm.  

 

The SCOR model consists of four levels as Stewart, G. (1997) contemplates: 

 

1. The first level, denoted Level 1, is the first in setting the competitive objectives of the 

supply chain. This level concerns the assessment and setting the objective of the entire 

supply chain of the firm in regards of the abovementioned four guidelines. 

2. The second level, denoted Level 2, concerns the configuration of the supply chain 

components.  The idea is that the firm can use one of the configuration components in 

order to create the supply chain it wants in order to create competitive advantage[-s].  
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3. The third level, denoted Level 3, is much more firm detailed in terms of the processes 

within the operations of the firm.  This level could be seen as the planning capability of 

the firm in order to assess the information given from level two and to evaluate and 

implement supply chain improvements as such.  

4. The fourth and final level, denoted Level 4, concerns the implementation of the 

improvements agreed upon in the previous level (and subsequently, the previous levels as 

well).  

The abovementioned levels builds up the SCOR model, as seen in the figure below [figure 

12]. 

 

  
Figure 12. The SCOR model (Stewart,G.1997, p.65) 

 
 

Applying the SCOR model in supply chain management 

 

Authors Lockamy, III A. et al (2004) argues that the SCOR model was intentionally developed 

in order to ensure efficiency communication between the parties involved in the firms supply 

chain activities. The conformance to evaluation and measurement of supply chain activities, 

based on the model, is every present according to authors; the efficiency and measurement of 

any supply chain are believed to be measured in terms of the SCOR model regardless of industry 

characteristics.  

 

The problems, however, occurs when considering the factors that influences the supply chain; 

what performance factors ought to be given emphasis upon and what contributes to the 

efficiency of the supply chain? Research conducted by the authors Lockamy, III A. et al. (2004) 

concludes that, in the context of the four guidelines stated in previous sections, there are various 

sources to the competitiveness of a firms supply chain and subsequent performance measures.  

Authors Li, L. et al. (2010) research argues the opposite of the aforementioned authors and 

concludes that the SCOR model shall be seen as in terms of financial performances of the firm; 

the SCOR model is an prioritized portfolio consisting of numerous improvement methods which 

are tied to the firm’s balance sheet and to improve the profitability of the firm per se (Ibid, p.34).   
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3.4 Theoretical Framework – Summarized view 

 
 

The abovementioned summarized view entails the various authors and belongs to each field of 

the theoretical framework. As seen in the figure, various authors do in fact occur in numerous 

fields and creating cross-over theories as such.  
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4. Empirical Evidence 
The objective and aim of this chapter is to present the empirical data and findings regarding the 

firm mentioned in the introductory chapter. Although the empirical evidence might seem to be a 

replica of a firm presentation, it is noty the case. The main goal is to present the data and finding 

in which shall serve a great ordeal in remainder of the thesis. The first section will introduce the 

firm and its business context. The second section and remainder of this chapter will prelude the 

data and findings on the current practices and processes within performance measurement in a 

logistics context of Company AB, in a case-study format.   

 

4.1 Background – Company AB3 

Company AB is probably one of world’s largest retailers when it comes to home and office 

appliances. The parent company
4
 of Company AB is an international recognized retailer with 

offices and branches all over the world.  Founded in the latter part of 1980, Parent AB has grown 

from being single supplier of home and office appliances to be one of the largest players in just 

decades of matter with an annual turnover of one billion USD and over 30 000 employees world 

wide. The purpose or goal of the Parent AB is to serve as a major player in the retail business 

within its markets segments. The unique [competitive] advantage of Parent AB is believed to be 

within the deliverance and differentiation of the appliances supplements. The overriding 

objective of the sub companies, such as Company AB, is to interconnect various markets and 

regions in order to achieve competitive advantage in the retail business with offering products 

and services carrying the name of Parent AB. As for the time being, Company AB is under 

transition of becoming an integral part of Parent AB and adopting its name as well.  

 

  

 

 

  

 

 

 

 

 

 

 
 
 
 

Figure 13. The geographical disperse of Parent AB’s subsidies in the world (CPAB,2010) 
 

Company AB, the Swedish subsidiary of Parent AB, was founded 1950 by an entrepreneur 

whom wanted to supply the appliance directly to customers instead of acting as a merchandiser 

and act within the appliance market. Since the beginning of the company it has successfully 

diversified into other major segments as well, as mentioned above. With annual turnover of 60 

million USD, it is a significant player worthy of its name and with more than 6000 articles in 

offering and numerous stores operating all over Scandinavia, Company AB serves as one of the 

strategic midpoints of Parent AB for the northern Europe segment.  Further on, as an integral 

part of the diversification of the Parent AB, Company AB has been integrating within the service 

                                                 
3
 Due to ethical reasons, the company in which this thesis been subject of, the name of the company will not be 

disclosed and non disclosure name will serve as an substitute instead (Company AB).  
4
 Henceforth denoted Parent AB 
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management segment as well with service offerings of conference services and to-shelf-products 

offering.   

 

Business structure and organizational features 

The present structure of the firm [Company AB] has been consistent with the initial structure of 

the founder’s organization (MM, 2010).  Although a new chief executive officers were appointed 

during the 1990’s and subsequently changed the organizational structure, Company AB has 

emphasized upon the notion of remaining the same:  

 

“Past changes in the organizational structure reflect the changes which were attained and 

implemented by the new chief executive officer. The (new) change in management direction was 

a result of our initial founder selling the company to new owners and thus the appointment of a 

new chief executive officer. Although, the buying of various competitors has occurred due to 

reflect the new ownership, the people has just been added and dispersed into the organization 

rather than building new functions in regards of mergers.” (MM, 2010) 

 

During the past couple of years, there has been a shift in ownership which has influenced a new 

change in organizational chart as well; Parent AB brought the firm a few years back and has 

gradually and successfully implemented and subsequently diverted the organizational structure 

as to reflect this new ownership (Ibid). The new organizational structure, with Parent AB as the 

sole owner of Company AB,  can be seen as a result of shareholders exerting forces upon 

Company AB and implementing various processes such as  code of ethics, in which the 

Company AB are obliged to follow certain cultural codes and ethics of Parent AB (Ibid). The 

code of ethic reflects the viewpoints of Parent AB in legal paraphrases and are legally binding 

document in which the Parent AB are directly responsible for the actions of Company AB, 

although located in different parts of the world (Ibid).  

 

But, however, as MM (2010) concludes, the sole change in organizational structure is due to the 

fact that the organization shall visualize the vision of Parent AB as a selling retailer. That is, 

emphasis on sales shall be represented and reflected throughout the organization, even to extent 

of supply chain activities performed by the firm.  As such, two new functions have been added 

from its initial structure; a merchandising and procurement division has been created within the 

organization (ibid). The organization can be seen in the figure below [figure 14].   
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Figure 14. The current organization of Company AB. Before this organizational chart were adopted, the procurement 
function were not in place as it were integrated with other functions. (MM,2010) 

 

As noted above, the logistics and inventory is a division itself within Company AB. The former 

is concerned with the distribution management of the company which will be taken into further 

consideration below. The below figure entails the central importance of supply chain activities of 

Company AB; mainly the locations of warehouse and distribution centers [figure 15].  

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 

Figure 15. The geographical locations of warehouses and distribution centers [yellow 
dots], retail stores [blue dots] and sales offices [red dots] of Company AB. (CPAB, 

2010) 
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New ownership and business model 

 

The product and service offerings hasn’t shifted as much as it would with the new owners; the 

offerings still remains intact with regional sales, internet and retail stores being the main sales 

channels of Company AB . According to MM (2010) the main part of sales and distribution 

occurs within the Stockholm area and in its surroundings. There are however sales and 

distribution in other parts of Sweden as well, but such sales are not as huge as the sales within 

Stockholm area (Ibid).   

 

The internal boundaries of Company AB are nonetheless rigid, but cooperation within the units 

does occur (Ibid). This has been the case throughout the history of the company, although it 

could be incorporated and improved a little bit better according to IM (2010).  The internal 

organization is under the scrutiny of Parent AB and its shareholder, being public company as 

they are. This has changed the subsequent view of the firm as they are under pressure from their 

shareholders to bring transparency in its offerings as well as functionality (MM, 2010). This is a 

change for management as Company AB has not been under any vigorous pressure from 

different kind of shareholders which inherently puts pressure on revenues and costs (Ibid). As 

such, standardization of reports and other management philosophies are given much more 

attention than before, paving the way the need for new methodologies and performance measures 

as such (Ibid).  Furthermore, Company AB is obliged to follow the Parent AB’s ethical 

guidelines as well, meaning that the transparency of the organization is not only visible for the 

shareholder but also the competitors as Parent AB is a public company in its home country (MM, 

2010). This has in fact shed some light on the behavior of the company and its integrating role: 

 

“After the change in ownership, there is a new formal procedure we are bound to follow as a 

result of our parent and subsequent shareholders being suited in another country other than 

ours. This has changed the way we do conduct business in fact and we are under scrutiny in both 

ethical and legal matters. For instance, the misconduct of Company AB in this country can easily 

penalize Parent AB if the shareholders do not cope with the misconduct or the authorities believe 

that it (Parent AB) has done something wrong in terms of their respective legal system. The 

transparency of the firm is quite obvious as you can see. ” (MM, 2010) 

 

This means that the actions and decisions taken by the logistics and inventory unit are well 

monitored by the organization as well as the shareholders, which has not been the case before. 

Albeit these pressures and procedures, MM (2010) concludes that after the change in ownership,  

it has brought some compelling advantages rather than disadvantages as such; there are lot more 

integration ongoing between the different parts of the Parent AB meaning that each subsidiary 

firm in the Europe market are approaching a integrative point of view in purchasing and sales of 

the products and services. What this means for the logistics and inventory cannot be foreseen as 

for time being though.  Another potential advantage is the synergies within the subsidiaries as 

own products, denoted owner brands (MM, 2010), are now much more available than before and 

therefore imposes new thinking for both purchasing and distribution . 

 

The linkages between the internal organization has been rather good than weak according to MM 

(2010); there are more information readily available for both management and for the 

organizational members which has been proven good for the organizational as whole. The 

information flow within the organization has even been of particular good for the supply chain 

management as information has been available when needed (Ibid).   
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Market Structure and Segments Served 

Company AB serves in a market in which the annual turnover is approximately one to two 

Billion USD annually. As for Company AB, an analysis show that is comprises roughly 80 

million USD annually.  

 

Company AB focuses on competing within three categories: 

 

 Small Business: Comprises 2-20 employees.  

 Medium Business: Comprises 20-40 employees. 

 Large Business: Comprises between 2-200 employees.  

Large Business segment accounts for large amount of customers according to MM (2010). The 

focus of the company is on every segment, although the smaller segments such as small and 

medium business are rather random customers and not seen as regulars, as they largely consists 

of businesses with sole proprietorship ownership and which might “purchase our products for 

their own (personal) sakes and not for the business per se” (MM, 2010). However, there are 

medium businesses in which are of importance for the organization and thus prioritized; field 

salesmen are responsible for these customers (Ibid).  The market forces acting upon the supply 

chain of the firm can be viewed in below manner: 

 

“The supply chain of the Company AB is concerned with the products and service offered to the 

customers. There is a widespread emphasis on owner brands in which we want to prioritize 

when concerning small and medium business in the product offering which could inflict upon the 

supply chain of Company AB. However, the supply chain mainly targets small groups of 

business, which are closely located next to each other. The supply chain regarding the large 

business segment is quite different; emphasis is rather on offering services to these customers 

along with products.” (MM, 2010) 

 

Strategies for the future 

According to the MM (2010), the strategy for the future concerns mainly of growth expansion in 

small business segment, as Company AB perceives this segment as an untapped market with 

[huge] growth potentials. The pursuance of such strategy might be achieved through more 

emphasis on the retail stores, in which more widespread and diversified products must be offered 

as a result. Furthermore, there is a widespread emphasis on making the products more 

compelling to all business segments and especially more readily available to regular customers in 

retail stores meaning consumers outside traditional business segments. This could affect the 

supply chain of the firm as the firm wishes to categorize and sort products accordingly to each 

business segment, meaning products will be categorized to each business segment in more detail 

in future to come.  

 

“We aim to disperse in more aggregated terms, meaning that our future concern is geographical 

increments. The future of the business is also concerned with making more and larger deliveries 

to our customers and our stores will inherently carry more products. There is an underlying 

cooperation between our stores; more synergies and inventory building as well as catalog 

[stock] building in stores.” (MM, 2010) 

 

As a final addition, MM (2010) concludes that the prices of products ought to be revised 

accordingly and made more market based than it compromises today.  
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4.2 Case Study – Company AB and Cost Performance Management 

The parent company of Company AB is one of world largest suppliers of products within its 

chosen segment, as noted above.  Today, the firm serves as a subsidiary to Parent AB and of 

supplier of products in the Scandinavian market with head office in Stockholm, Sweden and 

various sales and distribution channels throughout the Scandinavia [see figure 15].   The 

company with its product lines offering of 6000 articles stresses the importance of supply chain 

management worthy of its name.  The firm relies heavily upon few logistical partners, 3PL, in 

delivering home and office appliance on time and in accurate proportion of customer orders that 

cannot be performed by the Company AB themselves. Rooted and in adherence to supply and 

demand of markets served, Company AB is nonetheless under scrutiny of exogenous pressures 

from outside world.     

 

Supply chain activities concerning logistics activities – problems  

As for the logistic activities concerned, Company AB indicates that the supply chain activity is 

of great importance for the overall achievement of the firms’ competitive advantage (LM, 2010).  

Today, Company AB has a holistic overview regarding its logistics and the flow of goods in-

between the firm and its customer, beginning from its central warehouse outside a Stockholm 

suburb.  As such, this holistic logistic overview entails a simplified managerial view and 

subsequent measurements of the of the logistics: 

 

 The firm is able to see the allocations of goods between drivers.  Further measurements 

are not viable. 

 As a result of the abovementioned allocation, the firm cannot derive the costs to a further 

detailed view. For instance, there isn’t any possibility to measure the costs of each pallet 

costs and it’s to transportation costs.  

The firm possesses a simplistic overview regarding its transportations in between geographic 

regions. These regions are further derived to subsequent postal numbers in respect to segmenting 

regions, where the biggest segment is the Stockholm region.  The geographic regions acts as an 

allocation measure or object in order to derive revenues, costs and other measure. Each 

subsequent geographic region has a budget in which costs of each and every transport can be 

seen. 

 

The issues of logistics activities are of most utter concern for the management of Company AB; 

the lack of rigid model and/or framework regarding logistics and physical distribution is of great 

concern for everyone involved.  The problem is that the allocation of resources may it be costs, 

personnel or pallets, are not fully utilized in processes used by the firm at present. Although 

some allocations are visible through invoice handling, there is an underlying fear that 

management objectives are not being fulfilled as such. Furthermore, the problems as the 

management sees it are: 

 

 Lack of rigid model or framework in each geographical region 

 Lack of rigid model or framework in each and every pallet supplied to its customers 

 Lack of revenue overview for outbound logistics 

 

As logistics is of concern for the management, one of the objectives of its logistics activities is 

the alignment of all costs and allocates it each subsequent geographic region. The desire of the 

logistics department is to align each and every step in order to create a financial overview of 
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actual costs. According to LM (2010), whom oversees the supply chain development for 

Company AB, stresses that a framework for performance measurement are utterly desirable and 

should address the following issues: 

 

 The costs of logistics 

 Create Key Performance Indicators (KPI)  

 

According to MM (2010), whom oversees the retail operations of Company AB, confines that 

her department lacks of any subsequent performance measures metrics or likewise and are thus 

wishing for more standardized framework approach which addresses the various problems 

occurring in the retail stores in terms of performance measures.  

 

The core – supply chain activities performed by Company AB 

One of most distinguished features of the firm, is that it resides its own inventory within arm’s 

length of Company AB’s headquarter. The rationale behind this is that it is more efficient and 

more visible for all parties involved, including the management [Ibid]. The other rationale is 

more inventories obliged; customer orders are visible from receiving to shipping. For instance, 

smaller customer orders can easily be compiled with larger customer orders.  

 

Daily operations 

IM (2010) reveals that orders fluctuate during the course of a day meaning that customers (read 

businesses) could place an order whenever needed. However, there is a deadline in which the 

inventory has set and that deadline occurs mid-day around 14.10 CET.  This has to do with the 

fact that the logistics structure of Company AB; shipment of products to customers outside 

Stockholm has to be ready by the hours, in order to be distributed according to the timetable.  

 

The inventory of Company AB are two for the time being; the central warehouse in which all 

product, material and shipment are concerned and a secondary warehouse which is an additional 

that are used to store products for capacity reasons (Ibid). In the past, Company AB’s were 

concerned with the old traditional way of managing the inventory, meaning that inventory were 

mostly concerned with prioritizing large truck freight products
5
 first and then other kind of goods 

for shipment (Ibid). This has changed due time as the inventory were experiencing difficulties 

filling the truck as well damaging the goods sometimes in the process as heavy products were  

loaded in the bottom of the pallets (Ibid).   

 

“In past time, we had three central warehouses, in three different locations. Nowadays we have 

rationalized the warehouses and subsequent inventory management and today we are only 

concerned with two central warehouses located near the headquarters.”(IM, 2010) 

 

The abovementioned inventory handling has changed due time and been improved in respect to 

the handling of products as well as regards of labor management. Nowadays, the incoming 

orders are not prioritized according to their physical constraints rather prioritized according upon 

their arrival.  This change in inventory management has led to Company AB to adopt a different 

layout in inventory in which orders are subject to scrutiny and handled in three sections. 

 

 

                                                 
5
 Sve: ”Truckgods”. 
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Physical Distribution 

Deliveries to and from other warehouses in Sweden are given colors in order to mark their 

importance and priority and also their product handling (Ibid). For instance, orders to the 

warehouse in the west coast of Sweden are given one color in order to mark their importance in 

the supply chain as they could alter the physical distribution as well as customer satisfaction. 

 

If there are any specific orders, such as important customer orders, are equally divided to specific 

departments to prioritize and then handled in the inventory. The rationale for the change in 

inventory is to increase the load and shipment (out of inventory), it is to believed (Ibid).  IM 

(2010) concludes that the changed inventory layout and product handling has to do with the fact 

that to cope with increasing customer orders and subsequent physical distribution; the goal of 25 

picking degrees ought to be satisfied in order to cope with the strategy of Company AB’s supply 

chain management.  As of now, the picking degrees of products in inventory is approximately 23 

(Ibid).  

 

The logistics is concerned with distribution of Company AB’s products and services only. 

According to LM (2010) the logistics department is concerned with two areas in particular: 

 

 Incoming deliveries 

 Outgoing deliveries 

Incoming deliveries are tightly intertwined with inventories that of Company AB and thus 

concerned with products in stock. The processes of ordering and purchasing are handled within 

the purchasing department. Outgoing deliveries are concerned with the flow of products and 

services to the customers of Company AB. As such, the outgoing deliveries are of utter most 

concern for the logistics department as the department in question is responsible for the delivery 

of such offerings (LM, 2010)
6
. 

 

The objective of logistic management of Company AB, is concerned with the primary business 

plan of Company AB; value-added product offerings to customers at any cost (MM., 2010; LM., 

2010).  As such, LM (2010) concludes that the logistics of Company AB ought to be of utter 

importance as it conveys the message of the Company AB’s business offerings and to separate 

the firm from their competitors: 

 

“The products offered to our customers are basically the same as our competitors; the only thing 

we are concerned with is the value-added work of our offerings.  A pencil delivered from us or 

our competitors are much the same, but our strength lies in that of our offerings; we can deliver 

our pencil door-to-door, hence the value-added work. ” (LM, 2010) 

 

According to LM (2010) this mission [see above] implies that the logistics function of the firm,  

should deliver superior performance in addition of their products offering meaning that it only 

doe not only work in short-term relations with their customers, but also in a long-term 

perspective; focus is rather on long-term relationships than short-term delivers (as well).  The 

logistics department is thus concerned with the notion of building and retaining long-term 

customer relations and they do so by dividing their outbound transportation into two categories, 

deliveries with own trucks and truck drivers and deliveries with third-part-logistics [3PL].   

Deliveries with own trucks and truck drivers are concerned with incoming orders from south of 

                                                 
6
 Appendix A gives an explanatory view of the logistics management.  



51 

 

Sweden and incoming orders within the Stockholm Area. Other incoming orders are transported 

with the usage of 3PL.  The rationale for this approach is thus explained further by LM (2010): 

 

“The underlying notion of value-added work is thus concerned with our ability of building long-

term relations. The rationale for delivering products with own trucks and drivers serves this 

notion of value-added work and long-term relationships; the drivers acts as ambassadors for the 

firm and its subsequent products.  This is what we call door-to-door service we offer. In a 

broader sense, the rationale for delivering to south of Sweden with own trucks and truck driver 

are due to the fact that it is more cost efficient to do this in these manners. Our motto is “deliver 

to the shelves” and this is (only) done by own trucks and truck drivers.” (LM, 2010) 

 

Although there are incoming orders from customers from the business segments accordingly, the 

logistics department is also concerned with transportation to the retail stores owned by Company 

AB as well. For the time being, there are thirteen [13] retail stores currently operating throughout 

Scandinavia.   

 

The saying[s] about logistics of Company AB 

The deadlines of orders, in order to cope with the physical distributions flow of the products, are 

of stochastic nature and it is not viewed as an ideal situation of inventory and logistics of goods, 

according to IM (2010): 

 

“There is problem with orders arriving in random pattern; it is not the ideal situation for us 

(inventory). Lately we have seen an increase incoming orders and it is difficult for us; orders 

need to be finished due time and ready for shipment by the exact hour. The docking stations, in 

which trucks from our logistics partners arrive, need to have all products packed and sealed 

when the truck arrives, otherwise we cannot ship orders to parts of Sweden.” (IM, 2010) 

 

In addition, the capacity of the inventory is its near maximum level and are perceived to be the 

bottleneck of Company AB in the future. This could thus put a constraint upon the supply chain 

[management] of the products concerned as well as the competitive advantage of the Company 

AB: 

 

“During the peak season, which occurs in the time interval December to February, the capacity 

of inventory is maximized to its peak. As orders come in and distribution goes out, we (inventory) 

are faced with numerous errors and we (inventory) is to believe to be the source errors as such. 

In my opinion, and this might be argued by others as well, is that the warehouse[s] is to built to 

handle large orders, it is built to handle small, hand-picked orders. We have labor units working 

as long as twelve hours just to cope with the physical distribution part of our products!” (IM, 

2010) 

 

The logistics, however, which has been given a lot of priority lately, is to believed function in 

good spirits: 

 

“There is still a lot of manual labor work and this has of course been a source of errors and 

faulty handling of products. But, however, when we (inventory) were given the responsibility of 

logistics, it has indeed invoked vast improvements in both inventory management and physical 

distribution of the products as a result; [this] has to do with the fact that the communication 

between us (inventory) and logistics has been improved quite a lot, if not to a very good level I 

may add.” (IM, 2010) 

 

The future impediments of inventory and its subsequent effect on the supply chain, the physical 

distribution in particular, has to do with the fact that the inventory already has reached its 
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maximum level of physical capacity.  The conclusion drawn by IM (2010) reveals that the 

logistics of Company AB ought to take a toll if the inventory is considered in a broader consent 

than today; there isn’t any competitive advantage to be reached in the market if the inventory or 

its supply chain management cannot deal with the fact that products might be out of stock or not 

been able to be delivered to its customers. Furthermore, the long haul freights, which will 

account for 40-50 % of all physical distribution in the future. Thus requires a new warehouse as 

well (ibid): 

 

“It is true that today’s inventory management is good; smaller the warehouses, smaller the 

spaces we have in our shelves and this means that products needs to be shipped in order to ease 

up on the physical space; customers receive their order solely because we have minimum 

physical space. But, however, I argue to that a new warehouse ought to be in place in future due 

to the increase in customer growth outside Stockholm. In order to reach out with competitive 

offerings to these customers, the current warehouses only add costs to the physical distribution 

as they need to travel long distances.” (IM, 2010) 

 

Logistics and performance measurement models  

According to LM (2010) the overall logistics functions to satisfactory levels, as it satisfies the 

three overall measures of logistics; quality, quantity and precision. The process of measuring the 

performance of logistics has up until recently been straightforward in order to satisfy the 

aforementioned measures; how many of the [incoming] orders have been fulfilled and how many 

hasn’t been delivered. For example, if 90 out of 100 orders have been fulfilled throughout the 

course of the day, then this conclude 90 % performance [measure].   

 

There have been some recent changes in performance measures of logistics (LM, 2010). In order 

to achieve superior customer satisfaction with door-to-door deliveries and other customer 

offerings, the firm has launched a performance measure methodology called TRUST
7
, Trust in 

Stock. The TRUST measures the fulfillment of logistics and any failure are measured in 

aggregated terms which can be seen in the figure below [figure 15]: 

 

  

 

 

 

 

 

 

 
 

 

Figure 16.  The performance objectives and measurements targets of Logistics  department (CPABINT,2010) 

  

                                                 
7
 Due to the discretion and secrecy wished from the management of Company AB, the name and underlying 

processes of internal performance measurement methodology has been modified in order to ensure the wishes of 
such.  
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 Trustworthy Stocks of Products – The trustworthiness of stocks and their ability to 

cope with demand fluctuations and customer orders due time. This performance measure 

target is concerned with the not only the ability of logistics department delivering 

products, but also the cooperation with other areas such as cooperation with operations 

[inventory].  The measure is in percentage (%) of the trustworthiness of stocks that could 

be delivered in any time and space. Any changes or dissatisfaction will change the color 

of the light (see figure above).  

 Customers Satisfaction of Deliveries – Concerned with how customers perceive 

products delivered from the firm. Any dissatisfaction with the products or the deliveries 

thereof are to be measured due to several possible reasons; quantity not accurate with the 

order, damaged or miscarried products and after sales performance.  This performance is 

measured in terms of percentage rate, the accuracy of customer satisfactions.  

 Management of Logistics – Performance measure of the internal management of 

logistics department.  The measure of the internal management is, however, not to 

measure the positive or good performance of the management rather this measure is 

meant to measure the possible deviations from positive and good performance in terms 

of;  inventory management fallacies, not being able to deliver, lost products,  faulty 

scheduling of deliveries and no ad-hoc deliveries being made.  This performance is 

measured in terms of percentage rate as well; the deviation from delivered goods and 

services indicates positive or negative management of goods and services.  

  



54 

 

5.Analysis  
This chapter is concerned with empirical and theoretical analysis of Company AB’s performance 

measurement processes. The aim of this chapter is to analyze and apply the theoretical tools 

achieved from subsequent chapter[s] in order to evaluate the performance models applied in a 

logistics activities context. The chapter begins with an empirical analysis in which the current 

processes, structures and performance tools of Company AB are presented as an initial stage of 

the analysis stage and will provide data to the applying performance measurements in 

subsequent sections. In the final section of this chapter, a conclusion will be presented as a 

result of the analysis conducted in this chapter. The overriding achievement of this chapter is to 

provide the reader with the necessary understanding of results and conclusion entailed in the 

last chapter of this thesis. On a final note, the connotations of LM, MM and IM can be found in 

appendix C.  

 

5.1 Empirical Analysis 

As concluded in aforementioned chapters, the supply chain management of any firm is an utterly 

complex process in which many interdependencies shape the underlying supply chain of any 

firm.  The below figure shows an approximate image of the logistics department within 

Company AB, it is argued. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Figure 17.  The figure conveys the responsibilities of the Logistics Department within Company AB. The analysis will mostly 
concern the section of transportation management and its performance measures (Forsberg, 2010). 

 

The empirical analysis will mostly concern with the transportation management, as seen in figure 

17, and with cost performance. The logistics or transportation management as seen in the figure 

above and applied to Company AB is one of the most important strategic endeavors that have 

been nurtured throughout the firm’s history. The strategic objective of the logistics department of 

Company AB,  is that it is obliged to deliver competitive advantages, through which it [the firm] 

assumes that the dpeartmentit will contribute to efficient customer satisfaction through three 

distinctive physical distribution offerings accordingly:  
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 Distribution with own trucks and carriers within larger suburbs with direct delivery.  

 Deliveries of materials and services ought to be carried out in fixed dates.  

 Ad hoc deliveries if necessary in order to maintain good customer relations.   

Christopher, M. (2004) argues that an important feature of any logistics ought to be evaluated in 

terms of their effectiveness in order to assess their performance. The fallacy, however, of any 

firm lies with the fact that information is a lackluster in today’s world. As in par with other 

authors such as Gunasekaran, A. et al. (2000) and similar authors, the argument for an integrative 

approach cannot be of unwanted nature when measuring logistics activities. For instance, the 

lack of cost information regarding physical distribution can indeed inhibit detailed analysis of 

performance measures.    

 

Company AB has, as mentioned in aforementioned chapter, a model of monitoring the logistics 

and its performance with a model called TRUST.  There are, however, lacks of detailed [over-] 

view of in what manners cost are occurring and how to measure them the initial analysis reveals: 

 

“Although we might have good logistical advantage [-s] and subsequent follow-ups, there are 

however one difficulty and this has to do with the fact that we do not possess any performance 

measure regarding costs. We have the information about costs in figures of accounts receivables 

and that’s about it. In order for the firm to grow into new segments or new geographical 

territories there has to be an overall view of cost and performance of logistics.” (LM, 2010) 

 

As supply chain management of any firm is concerned with the flow of information, goods and 

services (cf. Slack, N. et al, 2006), Company AB is thus in vain when it comes to efficient supply 

chain; without any proper knowledge in regards of costs, or lack thereof, the supply chain is not 

as efficient it would be if information were readily available. Furthermore, any efficient firm, for 

that matter, ought to be aware of their performances in regards of costs as well as other important 

variables (Kaplan et al, 1992). Further analysis will  assess the empirical data of  Company AB’s 

supply chain activities, a process of data gathering in order to contribute to the further analysis of 

performance measurements. The figure below [figure 18] entails the process in which further 

analysis will be conducted. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 18. The process of gathering data in order to assemble it into a set of empirical data. This process conforms to chapter 

two [2] of this thesis in a holistic view of point. 
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Quantitative Data 

The TRUST model [in depth] 

 

The collection of practices and processes within any firm inherently paves the way for efficient 

or inefficient supply chain as argued by Mentzer, J.T. (1991).  In order to evaluate the current 

practices and processes within Company AB, we are thus concerned with the common processes 

within the logistics department as well as the numerical input [i.e., quantitative data] in which 

performance measures are ought to be seen as a result.  

 

In previous section regarding performance measure of the logistics performance, the author 

presented a brief overview of the performance measurement tool called TRUST. The TRUST 

model ought to be understood in a wider context as it the model is used in a aggregate manner, 

i.e. not only does the logistics department use it for performance evaluation but also other 

departments as well when applicable (LM, 2010).  According to LM (2010) the TRUST 

model/framework is primarily concerned with providing quantitative data of performance target 

met and is revised every week. The figure below shows the TRUST model in quantitative terms.  

 

As seen in the figure below [figure 19], the management of logistics department sets a 

performance objective level in percentage (%) terms, in which the department as whole thrives 

towards to accomplish. These performance levels are then presented to Parent AB, not as seen in 

above figure, but in aggregated terms using the TRUST traffic lights as described in previous 

chapter. It should also be noted that the performance levels presented are then compared by 

Parent AB and against other subsidies of Parent AB. LM (2010) mentions that this provides as an 

internal benchmarking tools for the Parent AB and its subsequent subsidiaries throughout the 

world. For the time being, the internal benchmark only occurs at European level and between 

subsidiaries within European inventories in particular (LM, 2010).  
 

Figure 19. An indicative screenshot of [modified] TRUST Model output (CPABINT, 2010) 
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The importance of the TRUST model is the customer satisfaction level
8
 objective as it 

constitutes  not only how well the customer perceives the products and services as such, but also 

how well management copes with logistics in a aggregated level, regarding logistics 

as a whole. The figure below [figure 20] shows the process in the aggregated performance level 

is computed.  

 

 

 
Figure 20. As customer satisfaction is an important feature of the logistics department, there is a widespread emphasis on 

such measure as such (CPABINT, 2010) 

 

Although presented in aggregated terms, the numerical derivations into each performance level 

constitute various processes (Ibid). For instance, the stock and inventory level are not only 

concerned with stock-outs of products, this performance level also constitute the quality of 

products in inventory, which products has been shipped or not been transported and which 

products damaged or not damaged. All these variables are then presented in aggregate terms as a 

end result of the process (Ibid).   

 

The management of logistics objective regards how well the logistics department is doing in 

terms of customers’ satisfaction levels and stocks and inventory levels. The management of 

logistics is thus under scrutiny for several reasons according to LM (2010): 

 

 The performance measurements stated above gives an indication whether the objectives 

of the implied overall strategy are being fulfilled. As the performance measurements is an 

input to the overall performance measurement for the firm as whole, the performance of 

logistics are given the same thought and considerations as other departments such as 

purchasing, marketing etc.  

 The performance measurements and its subsequent deviation from performance target 

levels also functions as an internal benchmark towards aggregated performance level. As 

such, various warehouses and outbound logistics, i.e. physical distribution of goods, are 

thus compared each and every week as well as internally benchmarked.  

                                                 
8
 Note, Customer Satisfaction level is presented in modified terms, as noted in previous chapter[s].  This 

performance measurement constitutes not only customer but also other variables, which are either disclosed for 
safety reasons or presented in modified variables. The aim is however to give the reader an indicative of how 
performance is measured, not the detail derivation.  
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In sum, the performance measures in quantitative terms, as stated above,  is done each and every 

week and the target performance levels are according to what the firm thrives  to deliver in order 

for the firm to  reach its overriding strategies and objectives; the logistics departments input to 

aggregated performance measure presented to Parent AB is weighted equally and not given any 

higher or lower priority. Albeit the performance measurements and its goals, LM (2010) states 

that the ultimate goal for performance measurements per se is the customer: 

 

“The important point here is rather obvious; the customers. [The logistics] Department has to 

fulfill the requirements of the customers served. To conclude, we want to retain our customers, 

that is solemnly the utter most obvious thing for the time being” 

 

Qualitative Data 

Although performance measurements of logistics are primarily concerned with the quantitative 

data, the notion of supply chain management as a practice that requires the integration of both 

information, goods and labor in a integrative manner (Mentzer, J.T., 1991); without the 

perception and requirements of individuals involved in the various stages of supply chain 

activities from manufacturers to end customer.  Authors Slack, N. et al. (2006) contributes with a 

contrary view and believes that the supply networks are strands of processes or operations, which 

are connected to each other in a network.  The aim of qualitative data is to assess the information 

given by the various interviewees and their perception of supply chain activities and their 

contribution to Company AB’s achievements.  The aim is to provide reliable data to the 

following theoretical analysis as information regarding perceptions and requirements could in 

fact inhibit or contribute to efficient analysis and/or their outcome.  

 

The qualitative data primarily concerns the following interviewees:  

 Logistics Manager (LM), 

 Merchandise Manager (MM)  

 Inventory Manger (MM).  

In previous section regarding research methodology, the author of the thesis argued why these 

individuals has been chosen to be [of important] inputs to the qualitative data process. The result 

of gathering qualitative data is presented in appendix C of this thesis.  

 

To summarize the findings from qualitative data, the analysis of such reveals that there is an 

widespread agreement regarding the performance modeling of supply chain activities, may it be 

logistics, sales or likewise. There are in fact some stances of performance measurement activities 

and model in an ongoing base, but such modeling is either not fully utilized or lacks in certain 

areas. The analysis further shows integration internally is nonetheless good, but the integration 

with 3PL’s and other logistics partners could be improved to the better.  When discussing the 

future challenges and strategies regarding expansion of Company AB, there is in fact an 

unanimous agreements regarding supply chain activities; future expansion into new geographic 

areas nevertheless entails more pressure being exerted upon the supply chain activities and 

management of Company AB, in particular the logistics department. According the actors 

interviewed [see appendix c], one argues that the inventory might be a bottleneck whereas others 

perceives future expansion as of error-free nature.  

 

On a final note on qualitative data; the cost of Company AB regarding supply chain activities. 

There is, however, no consensus in what the cost will be if all the variables are taken into 
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consideration such as physical distribution to retails and other areas of Scandinavia.  

Nonetheless, the analysis shows some costs that should be considered when evaluating cost 

performance measures; labor, residual and backorders and geographical costs. Although 

qualitative data is available, there isn’t any saying regarding the logistics costs in numeric terms; 

a drawback of the qualitative analysis the analysis utterly shows.  

Logistics Costs Analysis of the products and services of Company AB 

In recent years, there has been a change in logistics and its importance to Company AB, as stated 

above; the physical distribution of products and services has been given much more importance 

as products and service offerings lies within the business model of Company AB.  This has 

implications upon the logistics and its cost performance accordingly. The result of such can be 

seen in the business offering of a complete purchasing and supply activity in the example below 

from Company AB’s supply chain activities performed in-house (CPAB,2010): 

 

 Reliable Inventory of Products 

 Reliable Service Levels of Deliverance and Installation of Products 

 Reliable Logistics of Products and Services 

Furthermore, there is also a downward pressure regarding minimizing costs for the firm as well 

as for the customers, the products and service offerings will contribute, as can be seen in the 

figure below [figure 21].  

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 21. The supply chain activities offered to customers and the customer saving in cost of acquiring products and services 

from Company AB. The right-hand side of the picture denotes the supply chain activities and the figure to the left denotes 
the cost savings with the supply chain activities offered and implemented in customer organizations purchasing  function 

(CPAB,2010).  

 

In addition, the logistics costs analysis reveals that there isn’t any explicit cost of supply chain 

activities performed by the firm in regards of offering products and  service to the retail stores 

currently operated and owned by Company AB; the cost of delivery and services from central 

warehouses to each and every retail store incurs costs as well and it is not evident for the time 

being what this will implicate for the current and future of logistics costs incurred (interpretation 

of meaning regarding MM (2010)).  

 

When analyzing the internal organization, the lack of cost measurement performance and even 

actual costs,  is ever present according to LM (2010) and entails that there are, however, no 
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performance measurements or target levels for cost measures at present as a result (Ibid). In 

recent time, there has been attempt to categorize costs according to their origin, that is costs 

linked to each 3PL and their subsequent deliveries and invoices. The categorization of products 

flow through the supply chain, most notably the flow from the central warehouse and to the end 

customers, is linked to the 3PL partner and its delivery.  

 

As regards for the customer order process, in the context of supply chain activities performed by 

the firm, the end result of this process can be seen in appendix A. The calculation is 

straightforward is only concerns vertical summation of prices of pallets transported to end 

customers. As concluded, there isn’t any subsequent follow up on the costs nor are there any 

target levels present. Note also that the supply chain activity offerings are not included in the 

calculations of logistical costs for the time being. The inputs to this process of categorizing the 

costs are to get a brief overview of the incoming invoices and quantify them in terms of cost and 

3PL (LM, 2010). Performance measures of 3PL, or any other supplier for that reason, are not 

being calculated for the time being but there is however need for such in near future (Ibid). 



61 

 

5.2 Theoretical Analysis 

In the sections of this chapter, the emphasis where diverted towards the gathering of empirical 

data, stemming from quantitative and qualitative data.  The concern in this section and remainder 

of the chapter is to analyze the theoretical tools presented in chapter three [3] and implement 

them on Company AB, with the usage of aforementioned empirical data.  As the authors of this 

thesis conveyed in the initial chapter, the aim of this thesis is to evaluate if there is in fact any 

performance measurement model that could be implemented in regards of logistics costs. The 

attention now will focus towards the processes, methodologies and models as result.  

Initial analysis and conformance of performance measures 

As mentioned earlier in the theoretical chapter, the importance of integrated logistics [and supply 

chain management practices] cannot be overlooked if efficiency and efficient supply chain is to 

be achieved (cf. Mentzer, J.T., 1991). The integrative approach of logistics, in the context of 

supply chain management, has been argued by Bowersox, D.J. et al. (2009), one of many authors 

it should be noted, as being vicious part of any competitive success of the firm. These authors 

claims that the focus need shift towards the integration of logistics activities [see below] in an 

integrative manner in order achieve efficient supply chain management of logistics: 

 

 Costs 

 Inventory 

 Transportation 

 Materials handling and packaging 

 Order processing 

In previous empirical analysis of Company AB, this notion of integrative logistics have been 

mentioned, but with none linkages in between them; costs are an end result of the supply chain 

activities and not integrated to the other activities. Thus, the apparent integration of supply chain 

activities, as proposed by Bowersox, D.J. et al. (2009), suggests that Company AB’s logistics is 

not efficient if analyzed and agreed upon the meaning of the authors. 

 

As noted, past and recent implementation of performance measures has not been fully utilized in 

the context of supply chain management, either due to different carrying out of different actors in 

the supply chain or the failure of comprehensive understanding of strategically and operational 

distinguished targets (Gunasekaran, A. et al., 2000; Van Hoek, R., 1998).  

 

In assessing the arguments and applying them to Company AB and its network [supply chain], 

the analysis suggests rather different view on this matter than the theories suggests. The analysis 

of Company AB’s performance measures reveals that there are in fact a widespread 

understanding of the business offering to the end customers and further comprehensive 

understanding among different actors in the supply chain, amidst deviations from this notion 

when including 3PL in the supply chain activities. The offering of superior customer satisfaction 

paves the way for both strategically variables and further down to operational target levels as 

seen in the TRUST model.  As such, the empirical evidence strongly contradicts with the theory 

as such when discussing the widespread agreement regarding what to perform.  

 

But, however, one of the fundamental the notions of supply chain management is to make sure 

that the supply chain activities performed by the firm is superior to that of their competitors 
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(Christopher, M., 2004). For instance, the notion of cost as presented by Xiao et al (2009, 

p.514;519) is that the cost measures [performance] requirements, can be taken into consideration 

when creating superior supply chain of any firm as such: 

 

“Classifying the logistics cost can provide more decision-making information for the managers; 

the analysis of the cost of modern logistics can help enterprises to reduces logistics costs under 

the conditions of vested level of customer service.”  

 

The process of analyzing Company AB and its cost performance measurement 

When analyzing Company AB and its cost performance measures, the analysis show that this 

notion of classifying, also denoted as categorizing, logistics costs is not present as a conclusion 

drawn in respect of qualitative data as well as quantitative data; logistics costs have been 

aggregated in terms of incoming invoices and induce to each and every 3PL as seen in the 

appendix A.  As such, the present structure without such measure will in fact impede on future 

decision making, as failure of cost performance measures and/or target levels of the supply chain 

activities performed by either by the firm and/or others would make vague decision making 

processes it is therefore argued. In our case study of Company AB and its logistics department, 

the logistics manager (LM) was abundantly aware of the lackluster of cost performance measure: 

 

“Of course costs matters; but matter even more is that we don’t have a clue about the magnitude 

of the costs. Sure, we get our invoices from our logistic partners and that’s about it!” 

 

The task in the remainder of the theoretical analysis is to analyze the logistical costs of Company 

AB and then implement into existing performance frameworks in conjunction with the theories 

presented in previous chapter[s]. The overriding task is to evaluate whether the performance 

models presented in earlier chapter[s] is adaptable and applicable in terms of cost performance 

measuring and implementing costs performances.  The framework used in this analysis is as 

follows in the figure below.  

 

 

 

                                           

 

 

 

 

 

 

 

 

Figure 22. The process of theoretical analysis. 
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Step 1: Classification of logistics costs of Company AB 

There are rather different types of logistics cost. Authors Xiao, S.L.  et al. (2009) expresses costs 

in terms of dominant [inventory and transportation] and recessive [information costs] costs, 

whereas Bowersox, D.J. et al. (2009) classifies costs in terms of the firms operations and overall 

strategies such as Make-to-Plan, Make-to-Order and Assemble-To-Order. The overriding 

objective of logistics costs is to resemble the material flow to customers served (Christopher, M., 

2004) 

 

When analyzing the logistics cost of Company AB, the author will use the empirical data 

gathered and assembled in the previous section, quantitative data in particular. From appendix B 

we can see that the costs of logistics costs, for the time being, are in terms of outbound physical 

distribution from Company AB and to end customers. In light of the costs in appendix B, these 

costs occur when the 3PL delivers products [and services] to the customers. An invoice occurs 

when this has been done. This invoice will then be sent for billing to the logistics department and 

cost[s] are then recorded in the framework. Analysis of this [current] methodology adopted by 

Company AB shows rather a straightforward approach and not classified as it should be. Further 

on, the analysis shows that the logistical costs are rather vertical summation of pallets delivered 

rather than other calculations applied. 

 

Bowersox et al’s model 

 

Classifying costs of Company AB’s logistics according to Bowersox, D.J. et al (2009) do not 

give any further detailed view; there isn’t enough information or lack thereof to make a rigid 

assessment of the costs. For instance, transportation costs are subject to declination as more 

products are transported the authors argues, yet the analysis of Company AB fails to resemble 

this notion of the firm’s logistical costs; the costs are ever increasing. Note, however, the 

incremental increase in costs in terms of transportation could be subject to decreasing costs if 

information regarding all costs such as cost of labor, management, inventory etc., were readily 

available, we could then classify costs in accordance to the authors arguments.  As appendix B 

shows, the analysis is in vain when it comes to such [cost] classification. For this reason, the 

author simply rejects the classification of costs according to Bowersox, D.J. et al. (2009). 

Therefore the total cost of manufacturing, TCM, approach is not a good indicator in the case of 

logistics cost performance.  

 

Xiao et als cost classification model 

 

If analyzed and applied according to the notion dominant and recessive costs, classification of 

costs for Company AB is more evident than the abovementioned model; dominant costs can 

readily be thought of pallet costs in Company AB’s logistical cost measure as it resembles what 

the authors would categorize and/or classify as in accordance to inventory and transportation 

costs. As pallet costs is seen as the aggregated cost of products and physical distribution costs of 

each customer order. Thus, according to this approach the analysis shows that it can be classified 

costs in terms of pallet costs. 

 

When analyzing recessive costs, i.e. information costs, the analysis shows that this is an unclear 

cost classification as we can not assess the magnitude nor the detailed information costs of 

Company AB, although mentioned in the previous empirical analysis that errors in the supply 

chain in presence of lack of information or lack follow-ups can increase the risk of supply chain 

management of the firm per se. Furthermore, the analysis shows that the overriding problem is in 

how to quantify the cost of lack information or follow-up of supply chain activities.   
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As with the abovementioned argument in the previous section, the logistical costs of Company 

AB according to the framework/model presented in appendix B, it doesn’t give any indication of 

costs of information or likewise. Thus, the only classification we can make for the time being is 

to classify cost in accordance to dominant costs.  

 

ABC model 

The analysis of logistics cost in accordance the ABC model has been probed as well. According 

to the arguments regarding implementation of ABC model of cost classification and/or cost 

performance measurements, the fallacy of this methodology, when applied in Company AB and 

its logistical cost, is that of information fallacy. What is meant by information fallacy is that 

there isn’t any information available in several instances: 

 

 Activities: The consumption of resources within supply chain activities performed and 

within logistics is evident as the firm’s consumption in order to deliver products and 

services can be quantified in terms of costs. It is argued that this visibility is due to the 

fact that incoming invoices shows the cost of each activity performed by 3PL and other 

logistical partners.  Note, however, there is lack of detailed cost information when 

assessing the logistics costs presented in appendix B in terms of specific resources 

consumed within an activity; there is a lack of information needed as required by the 

activity process in ABC methodology that impedes upon the application of this process.  

 Object: Information and cost regarding the object of delivering products and service is 

evident; the object is customer and its end result is customer satisfaction.  In analyzing  

logistics costs of Company AB, the object is far more evident as information regarding 

the end result is clear and specified. This conclusion is drawn upon the analysis of both 

qualitative data and subsequent chapter[s] regarding Company AB. Thus, there are some 

information available in regards of costs.  

 Resources: When assessing resources consumed in the supply chain activity regarding 

logistics resources is thus in vain; the lack specific detailed knowledge regarding resource 

consumption, as mentioned before, is a lackluster in regards information, mere invoices 

do not entail any further details regarding the resources consumed by 3PL. It is therefore 

argued that the need for more rigid information regarding resources consumed by each 

and every actor of logistics activities such as labor, truck and other resource consumption 

information. As with the arguments of authors of ABC, there is a need for more detailed 

information in this stance as well.  

 Cost driver[s]: As lack of detailed knowledge regarding specific resource costs 

occurring at 3PL’s, the analysis  are not in terms of making any judgments regarding the 

costs drivers when analyzing what derives costs. Simply quantifying pallet costs could be 

one way of assessment, but it doesn’t prevail any further detailed information needed.  

 Cause of cost[s]: Information regarding why 3PL is used rather than own trucks in some 

instances are evident and could thus be identified. Yet, causation of other activities or 

resource consumption as mentioned above leaves us in vain when making further cost 

causation assessments.  
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 Activity Based Management [ABM]: As information is missing, there isn’t sufficient 

information and/or costs available to assess or derive the performance measurements 

accordingly.  

When applying the ABC model, the analysis reveals that there is lack of information regarding 

specific cost drivers, objects and resources in Company AB logistics activities. Furthermore, the 

analysis shows that the ABC model is not enough to assess or classify costs to further break it 

down to subsequent cost performance measures. The analysis performed in Company AB reveals 

the fact that cost performance with little information or lack thereof, causes errors in judgments 

and cost classification. We discuss this matter further in subsequent chapter.   

 

Further analysis of ABC model is rather a complex process and needs [very] specific and 

detailed knowledge of each subsequent processes and resources in order to be considered as an 

input to cost classification and/or categorization. Although the model is more intuitive process of 

cost performance measurement than many other methodologies such as Total Cost of Ownership 

and Total Cost Analysis, the very fact that specific and detailed knowledge and information 

required in each and every activity creates need of bigger and more complex processes just to 

make sure that there is such information readily available for management to adopt this 

approach. In our analysis, we find it impossible to quantify and acquire information according to 

this methodology and therefore rejected as cost classification methodology.  

 

In sum, the analysis of cost classification shows that there is only one type of classification that 

could be made at the time being; the cost of pallets delivered and classified as dominant costs. 

For the sake of cost performance measures and target levels, the only costs that could be 

incorporated are the cost of inventory and transportation. Other classification of costs couldn’t be 

made, despite the presence of empirical data in terms of qualitative data, as it cannot be assessed 

in terms of cost, most notably information costs. We will further discuss these findings and in 

chapter six [6].  

 

Step 2: Applying the performance models 

The next step in the analysis concerns upon which performance model that can be implemented 

in order to perform a cost performance analysis.  Note, as mentioned earlier, the objective is to 

evaluate not to construct any subsequent modeling.  

 

The integrated BSC-SCM model  

 

As mentioned earlier, the BSC model aims at performing an internal analysis of the 

organizational performance in terms of four questions, which aims to set performance target 

levels in both strategic and operational levels. The initial step, as presented in the theoretical 

framework of this methodology, concerns answering [these four] questions.  As the aim of the 

analysis is to consider it BSC methodology in an supply chain management context, the initial 

analysis will be conducted in accordance to the integrated BSC-SCM model presented by 

Brewer, P.C. et al. (2000), seen in the figure below [figure 23]. 
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Figure 23. The integrated approach by Brewer, P.C. et al. (2000, p.78). 

 

When analyzing and applying the empirical data to this model and especially applying and 

analyzing the qualitative data, the analysis suggests that the author of this thesis thus in par with 

Brewer, P.C. et al’s (2000) integrated approach of BSC in a SCM context in respective manner: 

 

 End Customer Benefits: Analysis of empirical data and subsequent appliance to this 

performance measure suggests that there is in fact information available, in order to 

create performance measure regarding the customer benefits, denoted in terms of 

customer satisfaction. In the analysis of empirical data, there are in fact unanimous facts 

that reveal that Company AB’s business is to satisfy the end customer, and nothing else. 

As such, the analysis suggests that the performance measure is a straightforward 

approach than complex; performance target levels should be in par of the customer target 

levels as presented in the TRUST model.  

 SCM
9
 improvements: This performance measure regards the operational levels of 

supply chain management, meaning the activities processes in which the logistics 

department of Company AB should be sole responsible of.  The analysis suggests that the 

performance measure of SCM improvements is an important feature for the entire supply 

chain and the performance of an efficient supply chain management. Furthermore, the 

analysis suggests that an integrated approach between physical distribution and inventory 

level is desired in order to make good performance measurement evaluation and set 

performance target levels. The analysis further suggests that the empirical data contains 

information regarding this matter[s].  

The analysis of inventory levels reveals that the picking rates of the material handling 

were disclosed. Furthermore, analysis of empirical data discloses the fact that there are 

more than 6000 products in offering; thus one measure of performance target [level] 

could thus concern picking rate of each product. 

  

                                                 
9
 SCM = Supply Chain Management 
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The logistics of products and services are not as straightforward as the inventory levels  

analysis concludes; the mere fact that the logistics activities are divided into own trucks 

and drivers, and the usage of 3PL, suggests that performance measures regarding this 

matter can be made but with caution.  The analysis further suggests that the performance 

target levels of physical distribution should thus concern one agreed upon performance 

target level for both internally offered physical distribution and externally offered 

physical distribution level. One such measure could be, as presented in the cost 

classification analysis, the rate of pallets in accordance to incoming customer orders. In 

this way, the analysis shows, would thus give a target level which all actors in the supply 

chain activity could be assessed towards, not only external parties and suppliers and 

could thus give incentive to SCM improvements.  

 

 Financial Benefits: The discussion regarding financial incentives and implications has 

been discussed exhaustively in the previous section and the analysis of Company AB and 

its supply chain activities performed [and outsourced] shows that financial benefits are 

thus evident in each and every case. Note, however, financial benefits  should not only 

include shareholders perceptions and wishing, rather the thesis mentioned earlier that cost 

performance evaluation is of utter most concern, if not more important as it could lead to 

shareholder increments as a result. As our initial analysis shows, in regards of logistics 

cost of Company AB, the previous analysis concludes that cost of pallets [transported] is 

the only cost performance variable that can/should be evaluated. As such, implementation 

of cost performance evaluation neatly falls into financial benefits performance measure 

for reasons implied; given that the cost performance can only assessed in regards of 

pallets transported and delivered, a cost performance evaluation and subsequent target 

level gives incentive for all parties involved to lower [their] costs in order to raise 

benefits [revenues] of pallet transportation. Second, analysis of Company AB’s logistics 

costs for the time being reveals that there is a need of rigid model/framework of cost 

performance evaluation. On a final note, the analysis of financial benefits performance in 

the context of cost performance measure reveals that cost per pallet and per transportation 

could be implemented as a performance measure.  

 

 SCM goals: Although the perception of SCM goals according to Brewer, P.C. et al.  (2000) 

concerns productivity gains such as waste reduction, the analysis suggests nevertheless 

that not every process within the supply chain management ought to be thought of in 

terms of productivity,  but rather in soft goals should also be of importance as well 

(Kaplan et al, 1992). Nonetheless, the empirical data analysis reveals that there are 

plentiful of goals to be wished upon when discussion supply chain activities of Company 

AB; better dispersed geographically, labor productivity, improved efficiency of the 

physical distribution from CWs to retail stores, inventory improvement are few goals 

mentioned as the goals or future challenges for the [entire] supply chain management 

of Company AB. The analysis of Company AB’s performance monitoring in regards of 

SCM goals, suggests that this performance measure is highly subjective rather objective 

one; different actors will have different opinions in regards of future goals. 

Nevertheless, our empirical analysis shows that customer satisfaction, expansion in new 

business segments and geographical territories and improved modeling of supply chain 

performances are unanimous future challenges or goals.  On a final stance, the objective 

of this performance measure, monitoring, evaluation and target level should inherently 
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include strategic goals rather than operational goals, as the latter ought to be included 

in other performance target measurement 

Given that the BSC-SCM integrated approach has interdependencies with other performance 

measures, the analysis concludes that cost performance measurement can readily improve other 

performance measures as well, for instance monitoring the cost of transportation [of pallets] 

could in fact enhance performance of material handlings or allocate resources to other, more 

weak performance measures.  

 

On a further note, there is, however, concerns regarding the actual performance monitoring and 

target level performances of financial benefits regarding costs; given the fact that the supply 

chain management of Company AB involves both internal [inventory] and external [3PL] 

parties, there must be a balance between these two, as suggested by Gunasekaran et al (2000), 

which in fact can  be rather complex and competitive sensitive as actors within the supply chain 

network of Company AB; the pursuance of independent agendas can readily create different 

performance levels targeted by different actors. For instance, if inventory levels of Company AB 

raises to a faster picking rate, this could in fact be in vain as 3PL might no entirely cope with the 

fast pace and/or the concern for them is minimization of cost of delivery by trucks. As such, sub 

optimization is thus evident in the case of Company AB.  

 

The analysis of abovementioned framework suggests that the integrative SCM-BSC framework 

by Brewer, P.C. et al. (2000) is very adaptable despite some drawbacks. The generalizability of 

the framework makes it easy to implement in Company AB and easy to follow. Although one 

cost performance measurement has been included in the model, as a result from previous 

analysis, this conclusion should not be thought of as an end result; the analysis is regards of 

Company AB and thus not a general view of any supply chain management of any firm.  

 

The SCOR model 

 

Earlier, the author of this thesis mentioned that Company AB has some processes regarding 

performance monitoring such as the TRUST model. The analysis conducted henceforth differs 

from the standpoint of Stewart , G.(1997), as the analysis aim to explore whether the SCOR 

model could be of appliance when assessing the cost performance measurement [and other 

performance measurements as well if so whilst].  The analysis of SCOR methodology will 

concern the four-level of analysis suggested by Stewart, G.(1997): 

 

1. Setting the competitive objective of the supply chain of Company AB. 

 

2. Configuration of supply chain components residing within the supply chain of Company 

AB. The objective of the configuration objective is to alter the activities in order to gain 

competitive advantage[s]. 

 

3. Process management configuration; implement and assesses the changes made in 

previous level[s].  

 

4. When processes are agreed upon, the implementation is the fourth and final step of the 

level analysis.  

 

The analysis will use the empirical data will provide the information needed in order to conclude 

the analysis.  Figure of the SCOR model according to Stewart, G. (1997) can be seen in figure 12 

of this thesis.  
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The analysis drawn upon the empirical data findings from previous section[s] and exploring the 

notion of implementing cost performance measurement and cost performance targets levels, the 

analysis shows the following structure of SCOR model [see above] applied and argued: 

 

1. The objective is to evaluate the cost performance throughout the entire supply chain 

network. In our previous analysis regarding cost classification, the analysis concluded 

that the pallet transported to the customers could be traced and therefore be monitored as 

a performance measure. Thus, applying to level one of the SCOR model, it is therefore 

argued that the objective should be cost performance monitoring.  

 

2. When the agreed upon objective is cost performance monitoring,  analyzing according to 

Stewart, G. (1997) suggestions, the author suggests  that, an operations strategy ought to 

be in place or another configured process should be made. Analysis regarding Company 

AB and its supply chain, in accordance to the empirical data, nonetheless suggests that 

either a strategy or a process will inherently must be agreed upon by each and every actor 

of the supply chain. Given that the physical distribution is divided into two categories, 

the analysis of the supply chain of Company AB and implementation of a process or 

processes in order to monitor cost performance, will indeed be of complex nature as 

much [sensitive] information is needed. As such, an agreed upon strategy for the 

operation of Company AB, taking into consideration the end customer satisfaction as 

concluded in the empirical data findings, should be incorporated. Such a strategy could 

be “Cost Performance Measurement and Monitoring” and implemented throughout the 

entire supply chain per se.  

 

3. The viability of the strategy induced in the previous level ought to be scrutinized in the 

third level of the SCOR model, it is argued by Stewart, G. (1997). Furthermore, the 

assessment of cost performance monitoring should be considered in the context of the 

entire supply chain management. According to Stewart, G. (1997), the third level is to 

create a mere perfection of the strategy and define the one process that should monitor 

and evaluate the cost performance. Analysis of empirical data, especially considering 

appendix B, suggests that the process of monitoring cost performance is nonetheless the 

incoming invoices from 3PL; this is the process in which Company AB could assess the 

performance of cost as invoices gives an indication of cost of logistics. 

 

4. The fourth level in the SCOR model concerns the implementation and functionality of 

process [-es] agreed upon in the previous levels.  Stewart, G. (1997) indicates that this is 

the level where firms apply supply chain management practices in order for the SCOR 

model and its processes to work. Analysis of Company AB and its SCOR model analysis 

of cost performance measurement and monitoring suggest that the supply chain 

management practices should be incorporated at this stage. There are in fact in several 

practices that could be of importance; inventory turnover, working capital practices are 

just suggestions of supply chain management practices. Analysis further shows that the 

importance of implementing logical structures practices in order to monitor costs are of 

importance.  

Step 3: Results and Conclusions 

The analysis of abovementioned framework suggests that the integrative SCM-BSC framework 

by Brewer , P.C.et al. (2000) is very adaptable despite some drawbacks. The generalizability of 

the framework makes it easy to implement in Company AB and easy to follow. Although one 

cost performance measurement has been included in the model, as a result from previous 

analysis, this conclusion should not be thought of as an end result; the analysis is regards of 

Company AB and thus not a general view of any supply chain management of any firm.  
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In conclusion, cost performance measurement becomes increasingly beneficient if applied within 

the integrative SCM-BSC framework, as it gives incentive to improve not only one performance 

target level, but also other as well as our analysis shows. Furthermore, the framework is rather 

straightforward than complex; performance target levels can be set in rather soft terms than hard 

quantitative ones. Finally, the flaws of the integrative SCM-BSC is that it is perceived as highly 

subjective as goals and performance target levels are rather matter of importance of each actor 

and its processes and activities, and not including an holistic view of the supply chain network. 

Below figure [figure 24] gives an indication of the analysis argued for above.  

 

 

 
Figure 24. The integrative SCM-BSC framework of performance measurement as implemented and analyzed in the context of 
Company AB’s supply chain management. The figure shows the implementation and subsequent derivation of the empirical 
data in terms of performance measurements as presented in the analysis above. The target performance levels are not 
expressed in any terms, but analysis suggests percentage (%) ought to be in place each performance measurement. The 
framework shows the interdependencies between performance measures in terms of arrows; the incentive of improve one 
performance measure, inherently gives a one-for-one performance enhancement in another performance measure as well.  

Applying the SCOR model suggests rather manifold conclusion rather than unanimous model of 

cost performance measurement; the model is a logical and perfectly structured management 

model for monitoring and evaluating cost performance measurement processes ; it renders in 

structured path of monitoring each and every process broken down to a single activity if needed, 

analysis of Company AB suggests. The failure, as the author of this thesis sees it, it doesn’t 

render in any subsequent measure rather it is a process mapping of the supply chain of an firm, 

analysis further of Company AB reveals, meaning that is not an performance measurement 

methodology per se, rather an path of logical practices.  In comparison with theory presented 

regarding the SCOR model, the analysis suggests the model is what it is intended to be, a 

evaluation model not an performance measurement methodology.  Below figure [figure 25] 

shows what the analysis resulted in and in par with abovementioned arguments.  
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Figure 25. The analysis of the SCOR model in Company AB as adapted from Stewart, G. (1997). The top level is concerned 
with agreed upon objective of the supply chain [entire] and then subsequently broken down to element level. The figure 
conveys the analysis of cost performance monitoring. The SCOR model predicts a logical path of structuring performance 
measure, not actually giving any output as the analysis of Company AB supply chain and cost performance analysis shows. As 
such, the theoretical view of SCOR model being an evaluation model seems nonetheless evident and suggesting that 
implementing the methodology as a framework could render in errors in judgments.  
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5.3 Results and conclusions regarding the theoretical analysis 

The analysis of theory presented in earlier chapters conveys a clear message in regards of a 

important feature of performance models in supply chain management; the essence of 

information cannot be stressed enough when performing analysis regarding performance 

measurements, models and frameworks.  

 

Cost classifications and categorization 

The theoretical analysis concludes that the classification of costs, as presented in the theoretical 

framework, contrast severely from the theory presented by various authors in the previous 

section regarding theories. The analysis reveals that none of the theoretical frameworks are 

readily applicable in the case of Company AB, apart from few if any. The analysis made in 

regards of cost classification, which is an integral part of further performance measurement, has 

indeed proven to be rather intertwined with information available (regarding different costs) 

rather than just categorizing the costs in one category. The analysis of cost classification 

included an assessment in terms of ABC methodology and cost classification theory suggested 

from authors Xiao, S.L. et al. (2009), in which the former concluded that the absent of 

information regarding costs rejected the use the methodology whereas the former theory suggests 

that only part of our costs could be classified accordingly. 

 

There are indeed manifold conclusions that could be made regarding the Company AB analysis. 

One such, is that of theories chosen to explore logistics costs and cost classification indeed has 

proven to be of wrongful nature or of vague stance. As such, theories have been readily rejected. 

Further on, the magnitude and scope of empirical data, in terms of quantitative data has been too 

little or narrow it is belived; data obtained from Company AB is either too much aggregated or 

too few to being with. As mentioned earlier in previous section, the information regarding costs 

and cost drivers has been a difficult obstacle for the analysis as it were clearly abundant from the 

beginning; the mere fact that Company AB uses the 3PL in order physically distribute some of 

its products and services imposed as an obstacle. With this in mind, one conclusion can readily 

be made regarding costs and logistics; as firms, such as Company AB, uses 3PL or any other 

partner for physical distribution for that matter, this will increase the difficulties in classifying 

costs initially as information is neither missing or not exposed due to sensitive [competitive] 

information not being disclosed as required. This is very clear in the analysis above; mere 

invoices reveals nothing but quantified numbers of transportation of products and services, but 

doesn’t disclose anything further beyond that.   

 

In conclusion, cost classification in a performance measure has to include information on why 

the costs occur, not only how.  Information is perceived and seen as the backbone of efficient 

supply chain management practices of any firm and the conformance to this argument is in par 

with the findings in this analysis as well.  

Performance models and methodologies 

When discussing performance models chosen, the analysis shows that there is in fact more 

conformance between theory and practice; although used in wide corporate measurement 

evaluation, the BSC model constitutes the entire necessary component for an efficient supply 

chain management cost performance evaluation and measurement model, analysis suggests. It is 

not to say that it is the one and only model for this phenomenon of cost performance 

measurement, rather the research and subsequent suggests nevertheless the model do in fact 

contribute to cost performance measurement per se.  
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When assessing the cost performance measures of logistics activities, it could easily be 

incorporated in the model of BSC-SCM, analysis suggests. The result of the analysis, in despite 

the absent of rigid cost classification, shows that with [less] information given regarding costs, 

this did not hinder the implementation in the BSC-SCM model. Although the usage of an 

integrative BSC-SCM model, one could draw the conclusion that this model of cost performance 

measurement is applicable in the context of supply chain activities performed by firms such as 

Company AB. Furthermore, the interdependencies between each performance measure pave the 

way for further incentive for enhancement of other performance measurements as well. This will 

lead to increase by one-by-one if implemented correctly. In the analysis concerned regarding 

Company AB, the integrative BSC-SCM model resulted in a straightforward implementation 

without the [further] impediments by absent information. Thus, it could be concluded that the 

integrative BSC-SCM model, as suggested by the theories in previous section, is nonetheless of 

applicable in practice as well.  

 

In regards of the SCOR model, the theoretical analysis suggests and shows that the model suits 

better as a evaluation model of existing supply chain performance measurements rather than 

introducing new performance measures. In analyzing Company AB and its implementation of 

cost performance measurement and monitoring, the logical steps and subsequent structures gives 

a near-to-perfection type of process management of actually measuring the performance, not 

revealing any performance measurement; the management of logistics ought come with 

performance measurement rather than the methodology giving any indication of such measure. 

Yet, it could be argued that the lack information obtain regarding the case study of Company AB 

could indeed impede on the notion of SCOR model being an performance measurement 

framework, although it is argued that the SCOR model is unlikely to provide any other result due 

to its process [management] rigidity.  

 

Result of the theoretical analysis 

The analysis concludes that the there are in fact difficulties of suggesting any performance 

measurement models, especially in regards of cost and is mainly due to the fact that  information 

of each and every activity and process is not readily available. This notion complies with the 

notion of information flows in supply chain management being of [utter] importance, if not the 

most important. Yet, however, when information is readily available, the subsequent steps as in 

implementing performance measurements could be rather complex rather than straightforward, 

as seen in the case study of Company AB; there is a need to distinguish in what to measure and 

how to measure. The choice will impede upon decision making and further implementation and 

monitoring of performance measurements. In the case of Company AB, the analysis in fact 

revealed what would happen if there is a distinguished feature between these two.  

 

Discussion regarding the abovementioned analysis, methodologies and the appropriateness 

thereof will be discussed in the next chapter. 
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6.  Discussion and Conclusion 
This chapter is concerned with discussion and reflections regarding the previous analysis and 

results of the thesis on a general level. The aim and objective of this chapter is to discuss the 

stance of theories compared to empirical analysis and discuss upon such stances. The conclusion 

part of this chapter concerns the general conclusion made regarding the research investigation. 

As a final note, there will be a discussion regarding the difficulties and pitfalls of this thesis 

perceived by the author.  

 

Discussion 

The conclusions of the thesis obtained by analyzing and concluding in comparison with the 

contemporary research, can contribute to further research. Analysis of Company AB and its cost 

performance measures reveals the complex interdependencies between various actors of the 

supply chain network. That being said, the complex interdependencies has an wide implication 

on the firm-level performance measurement modeling as information might not be readily 

available due to various reasons such as competitive sensitivity between actors in the supply 

network, lack of input data to the performance measure variables and lack of follow-ups on 

recent procedures of performance. As Bowersox, D.J.et al. (2009, p.382) argues, any 

performance measurement should concern the aforementioned steps unconditionally: 

 

“Creating competitive advantage through high-performance logistics requires integrated 

measurement systems. The old adage, “If you don’t measure it, you can’t manage it,” hold true 

for logistical activities both internal to an organization and externally with supply chain 

partners” 

 

As Bowersox, D.J.et al. (2009) suggests, the need of rigid performance measure modeling is not 

only necessary, but also a concern of competitiveness of the firms in a supply network. The 

proposition also hold true for the analysis conducted in previous chapter; the lack of information 

reveals an unavoidable threshold to efficient supply chain performance measurement. As such, 

one discussion point can be made regarding the lack of information sharing in the supply 

networks, in between actors in the network, will eventually withhold and deploy away 

competitiveness of any supply chain management and it’s good or service delivered. Note, 

however, the argument concerns the detailed information regarding specific cost measures and 

not the overall information as presented in the case of Company AB.  

 

The presentation of various models of supply chain performance models in regards of cost 

performance in particular has been presented and applied according to the theoretical suggestions 

of various authors. As such, the analysis reveals the following models ought to be of utter 

appropriateness in measuring supply chain performance and cost measurement: 

 

 

 In classifying costs of logistics for Company AB, the model of categorizing costs 

according to Xiao, S.L. et al. (2009) proves nonetheless more appropriate in our case 

study than ABC model due to lack of information. 

 Performance models according to Brewer, P.C. et al. (2000) BSC framework of setting 

goals and performance measures has proven to be more appropriate than the SCOR 

model suggested by Stewart, G. (1997).  
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Although there are lots of models and suggestions by various authors, the appropriateness of the 

abovementioned model appeals in regards of cost performance measurement of logistics 

activities.  The model presented by Xiao, S.L.et al. (2009) proves appropriate in categorizing 

costs as the model [only] looks at logistics cost categorization and not the processes and 

modeling behind the costs. Reviewing cost in terms of dominant and recessive proves to be 

straightforward and not biased as such and when conducting an analysis of costs performance 

measures in the context of scarce information, the model by Xiao, S.L. et al (2009) categorizes 

costs in a simple manner without the need of detailed information. The rejection of Manunen, O. 

(2000) and other author’s argument regarding the relevancy of ABC is not rejected per se, but 

rather not appropriate in the case study analyzed as the ABC model requires detailed information 

regarding processes and activities in the model; the lack of detailed cost information in Company 

AB is nonetheless absent.  This argumentative discussion is in par with the findings of 

Bowersox, D.J. et al. (2009, p.384): 

 

“Unfortunately, recent research suggests that few organizations have the ability to actually 

capture the information required to measure total cost. This occurs because different 

organizations may have different orientations toward which of the areas identified [above] 

actually constitute integrated logistics, or because of the lack of readily available data” 

 

Albeit the argument, the appropriateness of ABC model can nonetheless constitute a first initial 

step in classifying and categorizing costs and subsequently evaluate cost activities in other 

context where information is readily available. For instance, Slack, N. et al . (2006) promotes the 

notion of electronic supply chain management and the usage of web-integrated purchasing and 

supply chain management. In such a context, where all parties have readily information, or 

required to have access to such, it is argued that rigid and detailed ABC modeling of logistics 

costs.  In addition, as the market of home appliances and other industries as well, who are 

leaning towards the use of web-integrated supply chain management with customers making 

larger amount of orders through the internet,  the usage information ought to be more readily 

available and the usage of other models than Xiao, S.L. et al. (2009) can be argued for. In the 

analysis of Company AB’s future strategy with the desired market expansion to consumers 

outside business-2-business segment[s], this could imply that ABC modeling might be 

appropriate due time. 

 

When analyzing the costs in subsequent steps of the analysis presented in previous chapter, 

performance measurement models such as BSC-SCM and SCOR models, the conclusion is 

rather straightforward than complex; the integrated BSC-SCM model suggested by Brewer, P.C. 

et al. (2000) proved to be appropriate for reasons not being too complex, the modification of the 

model can assert various variables and can include any performance variable as such. If any firm 

ought to measure cost performance, the appropriateness of the integrated BSC-SCM framework 

is argued for the aforementioned reason[s]. The SCOR model, it is henceforth argued, is a model 

that could inherently prove to be an initial step in the integrated BSC framework as it specified in 

how to perform supply chain activity measurements in process-detailed knowledge and the BSC 

integrative framework being the end result or vice versa.  

 

This thesis has conducted an evaluated approach towards cost performance measurements in the 

context of supply chains activities concerning logistics activities and needless to say, not all 

aspects could have been covered as suggested by various authors and researchers. Amidst the 

aforementioned approach, this thesis has nonetheless evaluated the theoretical application of the 

models developed by different authors and have shed some light upon the performance 

measurements of cost performances in supply chain context. Furthermore, it is believed, this 

thesis has also proved to be a guiding light for further studies within areas analyzed.   The author 

of this thesis is beware of the fact that the rejection of important aspects of theories presented 
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and/or not covered each and every performance measure could have rendered a different 

conclusion[s] or analysis. But, however, the theorization and analysis of cost performance 

modeling has been performed and it could thus be concluded that the awareness of cost 

performance measurement difficulties in supply chain management.  

 

Continuing the difficulties regarding [cost] performance measuring and other measurements as 

well, the author of this thesis would like to emphasize that the effectiveness of any supply chain 

in fact lies within the integration of networks and management in order to achieve differentiated 

competitiveness of those of the competitors, this thesis concludes upon. As such, the 

argumentation regarding integration is nonetheless the key objective of any supply chain 

management practice in order to perform profound performance measurements of supply chain 

network performance. As Dekker, H.C.et al. (2000, p.43) suggests, this is not only necessary, but 

also a fundamental cornerstone of the supply chain management practices: 

 

“One useful perspective by which to analyse these different SCM is applied by the intensity of 

integration. These forms are physical integration, information integration, control integration 

and infrastructure integration.” 

 

The outcome of this thesis could thus be discussed in terms of integration as with the 

abovementioned quote suggests; the integration of supply chain activities, networks and 

managements are not only necessary but also fundamental for effective performance 

measurement methodologies. As seen in the case of Company AB, the absent integration of the 

firm and its 3PL in regards of information integration thus gave vague performance measures or 

none approachable performance processes.  

 

In today’s competitive world, the need of revising and reviewing the firms supply chain and 

management of such activities, have become increasingly important as competitive edge may lie 

within the boundaries of the firm rather than the market forces. Analysis of Company AB’s 

supply chain activities, one of the key objectives of this thesis, shows that recent procedures in 

regards of supply chain performance is nevertheless good, but in terms of performance 

measurement modeling the firm could fare more better if reviewing the relationships and follow-

ups with their 3PLs and other logistics partners.   

 

As Company AB desires to compete in new market segments in the future, the present supply 

chain management endured by the firm is not efficient as it should it be in regards of information 

and integration of the entire supply chain.  The competitiveness of the entire supply chain is a 

vicious point as well. As Santos, S. et al. (2006, p.1) suggests: 

 

“Measuring performance supply chain performance is a powerful tool to evaluate the answer 

availability to actual global markets.” 

 

One of the core competitive offerings of Company AB is to serve customers with unique 

offerings such as replenishment and stock inventory management. As such, these offerings 

require nonetheless the sole co-operation of various actors alongside the supply chain, including 

the customers, as it concerns not only customer management but also physical distribution and 

warehouse management as well. Yet, with isolated actors alongside the supply chain and the 

result being lack of integration and subsequently information available and sharing as well, this 

can be seen in the Company AB as the use of 3PL and logistics partners have proven to be 

liability rather than an opportunity when measuring costs performance.  

 

In sum, the very notion of the aforementioned discussion concerns the results obtained in the 

theoretical and to some extent empirical analysis. Although this thesis has not been able or 
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disregarded one or many models and variables, the result of this thesis shows nonetheless some 

agreements to certain school of thoughts regarding performance measurements and variables 

included and analyzed; analyzing and performing measurements of supply chain requires to 

some extent detailed information sharing, integration of actors and/or wide cooperation of supply 

chain actors, if cost performance measurements ought to be done correctly
10

.  

 

On a final note, there could be some criticism towards the exhaustive qualitative data and 

quantitative data not being incorporated in such wide extent in the theoretical analysis. Let alone, 

there are mere stances of qualitative data in the analysis process as well. Although the results 

could have been different with adoption of all available qualitative data, the mere fact that it 

didn’t might have rendered in an rigid result as including all available data and interpretation of 

such in the process would have flooded the analysis with non-evident data.   

 

The abovementioned arguments goes for the exhaustive presentation quantitative data in the 

subsequent empirical analysis being disregarded or absent in the theoretical analysis; the aim and 

objective of the research phenomenon were to evaluate the present performance models in the 

context of supply chain management. Incorporating quantitative data would have diverted the 

analysis from the research path and into a path of modeling of an performance model. This is not 

certainly the stance of this thesis, it is argued.  

 

                                                 
10

 This notion not only applies to cost performance per se, but also other performance measures as well.  
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6.2 Conclusion 

 

“The supply chain concept fundamentally changes the nature of organizations; control is no 

longer based on direct ownership and control, but rather based on integration across interfaces 

between functions and companies. This has consequences for the measurement of performance.” 

(Van Hoek, R., 1998, p.187) 

 

In this thesis, the abovementioned quote made by Van Hoek, R. (1998), could serve as a rounded 

summary of the conclusions that governs the outcome of this thesis.  As the aim and objective of 

this thesis were to explore and evaluate what performance models could be performed when 

analyzing and performing cost performances, the conclusion is that the integrated BSC 

framework serves as an alternative and rigid model of cost performance measurements and 

performance target levels implementation. Further conclusion suggests that  the initial process[-

es] should nonetheless include some sort of cost classification or likewise. If detailed 

information is readily available regarding costs, then complex and detailed framework such as 

ABC should govern the initial processes/steps of cost performance evaluation. If not, than simple 

frameworks like Xiao, S.L. et al’s (2009) model ought to be used.  

 

As this thesis has conducted an investigative study regarding cost performance evaluation and 

evaluation of performance models in supply chain management context, further conclusion is 

that the notion of performance measurements of supply chain activities such as logistics and 

physical distribution is a new adage rather than agreed upon notion.  As such, it is the firm belief 

of the author of this thesis that further research and empirical studies are needed in order to bring 

awareness to the subject in matter. Needless to say, the constituent theories and framework is not 

enough to conduct detailed performance measure modeling yet.  That being said, the difficulties 

endured by the author of this thesis renders from this notion of vague theories and empirical 

evidence.  An additional note is that the performance models recommended by various authors 

are not new, rather old models in new context. 

 

The 3-I Model  

The underlying research investigation and subsequent analysis suggests that there ought to be 

some initial processes involved in order to conduct a thorough cost performance measurement as 

well as performance measurement of other activities and variables as well. Based on the 

theoretical investigation, the empirical evidence and subsequent analysis of cost performance 

modeling, the author of this thesis concludes upon three propositions in which should guide any 

performance measurement in order to reap competitive and efficient supply chain management 

as a result, it is believed: Investigation, integration and information. The author calls this the 3-

I’s of performance measurement in supply chain activity[-ies].  

 

 Integration: Looking at supply chain networks and activities as strands, could impede 

upon the performance measure modeling, especially in the context of supply chain 

management. The proposition of integration is rather straightforward than complex; 

performance measures of any supply chain activity needs an integrative approach 

meaning integration of various supply chain actors in order to conceive rigid performance 

measures. For instance, continuing our example with Company AB, there were isolated 

actors in the supply chain network, although the products and service offerings of the 

firm required co-operation of each and every actor of the supply network. Yet, if 

integration of supply networks were bound to be implemented, the efficiency of the entire 

supply chain network could fare much better as information would have been readily 
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available. This would have given the supply chain management much more needed 

quality and rigidity to performance measurements ex ante.  

 

 Information: If not integrated and not investigated, information ought to be vague or 

absent in the supply network of any firm. As such, this would have an [severe] toll on the 

supply chain management of any firm, as information flow is the backbone of an supply 

chain management. The proposition of information follows that available information is, 

in par with overall supply chain management philosophy, the utter most important feature 

of any supply chain activity and measurement of such.  In our example with Company 

AB, the absent of detailed information impeded upon further analysis of cost 

performances.  Further analysis became more subjective and vague as information was 

absent and even leading to rejection of more detailed and complex cost performance 

evaluation such as ABC analysis.  Needless to say, integration of supply chain actors 

gives an information advantage, a competitive edge that would create a supply chain 

worthy of its name.  

 

 Investigation: This proposition regards the initial processes and underlying steps of any 

[cost] performance measurements. In order to perform [cost] measurement modeling, 

there ought to be an investigative approach in evaluating each and every steps, processes 

and variables in order to evaluate their contribution towards performance measurement. 

For example, in the case of Company AB the initial steps of the analysis were 

classification of cost in order to agree upon what to measure. These “agreements” [costs] 

served later as an input to the later processes. Notwithstanding, performance 

measurements of any supply chain activities should inherently include investigation of 

both input data and other as well 

Although the abovementioned framework is not rooted in any research or empirical evidence, 

this is not case either, rather this is a framework based upon the investigation of a phenomena 

observed in both theory and in the case concerning Company AB . There could much said about 

framework and it is not without faults and errors.  
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Figure 26. The 3-I of Supply Chain Management. In the research analysis of the phenomenon of cost performance 
measurement, the analysis nonetheless shows the importance of detailed [knowledge of] information, the integration of supply 
chain actors in order to pursue one overall goal of costs and to investigate whether it is plausible to perform an cost 
performance analysis. The process should not be seen in isolation, rather in interdependent of each other. 
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6.3 Evaluation of the thesis – Criticism and general assumptions of results and 
conclusion obtained 

 

Generalizability 

The conclusions reached  in this thesis , is of general nature; the extension of the results 

[conclusions] in other context than in the context of supply chain management is believed to be 

applied in other cases or context than supply chain management without any impediments, as it 

concerns performance modeling processes rather than quantitative processing of data of any 

performance measure. As such, processes could be applied in other cases and context without 

any impediments concerned.  The author of this thesis therefore argue that the conclusions 

reached is not in any account forced to be conducted within any specific boundaries, rather it 

should be applied in other cases as well in order to verify or disregard the conclusions. Yet, it 

could be argued that analysis of a specific firm within an specific industry, it could raise some 

concerns as it could be inappropriate in other industries. Furthermore, interviews conducted were 

of semi-conducted nature; subjective stances on the subject of matter can be seen as firm and 

industry specific and not general in its nature.  

 

An addition note could be added regarding the analysis; the absent of detailed information in the 

initial process of cost classification were nonetheless evident, but, however, it is argued that this 

very only firm-specific and should not be seen as a general phenomena. In other cases or context 

specific and detailed information could be readily available and thus render in other conclusions 

as such.  

 

As a final note, the thesis concerned mostly logistics and physical distribution of performance 

measurements and modeling; criticism could thus be added towards this approach as supply 

chain management is an overall management philosophy, the performance modeling of one 

activity might not be applicable in other activities in the supply chain management. 

 

Reliability  

The question of the reliability of the conclusion, analysis and other features of this thesis ought 

to be discussed. It is argued that reliability is very much rigid as input [quantitative and 

qualitative data] and output [conclusions] data can stand firm in any probe and/or scrutiny of the 

thesis concerned. This thesis is based on investigative studies and investigative analysis of 

known variables such as interviews, research etc., and the reliability of these variables are real 

world phenomena and could be assessed if so whilst. As such, reliability of the thesis is not an 

issue it is argued. 

 

Validity 

The validity of the thesis could be questioned according to the author. Although the author has 

conducted a research that reflects a phenomena, the absent of information in analysis stage of 

this thesis could have rendered in other conclusions than presented. For example, as noted in the 

initial chapter, the absent of an important interviewee might have rendered in a poor sample of 

input data, as the thesis became dependent upon the other interviewees and their viewpoints of 

the phenomena.  Furthermore, the 3-I framework can also be questioned if it accurately conforms 

with the phenomena observed [cost performance measurements].  A final concern is the 

qualitative input data and if it reflects the aim of this thesis. The qualitative data, it is believed, 

could be of faulty research as it might reflect the performance measurement of costs as the data 

presented provides an overview of Company AB rather than the phenomena investigated. As 

such, much information in the empirical evidence could thus be seen as non-important to reach a 

conclusion of the phenomenon investigated. 
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6.4 Recommendations for further research 

This thesis has been concerned with the evaluation of various performance models and cost 

classifications in a supply chain management context. The results of this thesis nevertheless 

show the increasing efforts towards information management and integration of supply chain 

actors in any firms supply chain. As such, one recommendation of further [advanced] studies and 

research is the alignment between various supply chain actors and the integration between them, 

in order to make information more readily available in the supply chain management.  

 

Additionally, the cost classification models, as seen witnessed in the thesis, are not enough or not 

rigid enough.  One recommendation of studies could thus be diverted towards the exploration of 

how to classify, categorize and interpret various costs in physical distribution of any good and 

service; the result of such research would not only contribute to further explanation of costs 

occurring in the supply chain, but also help reduce uncertainties regarding classification of costs 

as to make to better cost performance measurements.  

 

Last but not least, there ought to be some further research upon management accounting and 

control of logistics activities, mere adoption of accounting and control models from other 

disciplines doesn’t not entail in detail what actually accounts for managerial control and 

accounting in an supply chain environment. As concluded in previous chapter, the ever 

increasing change in both internal and external environment of a firms supply chain network, 

research upon agile methodologies, models and/or frameworks could of beneficent nature for 

each and every firm as well as actors residing in the supply network in order to integrate more 

efficient.  

 

On a final note, the modeling of performance measurements in an logistics environment in which 

planning and analysis are major parts, shall be inherently more research upon as the 

interdependencies between these parts can be of managerial awareness in future.  
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Appendix A – Logistic Process of Company AB 
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Appendix B – Costs of Logistics in Company AB 
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Appendix C – Qualitative Data 
 

LOGISTICS MANAGER  
The logistics manager (LM) of Company AB is responsible for the in- and outbound physical 

distribution of products and services.  With more than >20 years of experience within logistics 

and logistics management, LM joined Company AB during the early 1990’s. The sole 

responsibility of the logistics manager is , according to himself is to implement strategies and 

change the supply chain activities in order to cope with changes within and outside Company 

AB.  As head of the logistics department, LM is concerned not only for the physical outbound 

transportation, but also the central warehouses as well as the inventory management of products.   

 

The logistics of Company AB is perceived as a model of twofold characteristics according to 

LM; a leadership model and/or a physical model. The former part is the part were leadership of 

the logistics manager is the sole important part of the supply chain activity concerning logistics 

and the latter part is concerned with the physical distribution of  both in- and outbound physical 

distribution of products and services. The notion of logistics is to implement the broad idea of 

offerings products and services in accordance to the overall business plan, nonetheless. That 

being said, LM perceives that each and every individual in his department, especially the truck 

driver whom delivers goods and services, are ought to behave as ambassadors for the brand 

Company AB and its subsequent product offerings. In his view, LM entails that the logistics 

process of Company AB is a ongoing process of mutual exclusive interdependence between his 

department and the purchasing department; any deviations along the supply chain activity 

starting from customer order to the physical distribution of the product and/or service delivered 

is closely linked with purchasing departments inflow of products and services in stock. 

According to LM, the process can be viewed as below: 

 

Figure I. The Mutually exclusive interdependencies between departments according to LM (interpretation of meaning from 
LM (2010)). 
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Performance Measuring 

The TRUST model is of utter most importance for every action taken by the logistics department 

according to LM; there isn’t any activity that isn’t being monitored without being put under vast 

scrutiny in the TRUST model. The TRUST model functions as a guideline for operations and 

logistical excellence and is a tool which has both day-to-day follow ups [internally] as well as 

more long-term functionality such as strategic goal implementation and performance target 

levels. Although the TRUST model is a strategic tool and performance evaluator, hence the 

secrecy of the TRUST model, LM mentions following regarding the TRUST model: 

 

“Whether we [logistics department] look at inventory, physical distribution or operations, we 

need to confide with TRUST; everything we do around here is interpreted in TRUST terms. May 

it be strategic goals or day-to-day operations, the TRUST model gives us performance levels for 

both department levels as well as Company AB level so to speak. The TRUST model is the follow 

up model for the entire Company AB as it contains management objectives ranging from short-

term to long-term target levels.”  

 

Although the truthful confidence in the TRUST model, LM argues that there can rather be too 

much reliance on performance levels and target levels, rather than looking at what’s actually 

happening in the supply chain network. Furthermore, the argument goes as this,  that there is too 

much standardized reporting and conforming to performance levels and target levels. This 

standardization of reporting and monitoring performance could in fact inhibit the supply chain 

activities in future as too much reporting and too little customer focus could shift focus from the 

importance of monitoring and evaluating value-added work for the customer, to reporting and 

follow ups on deviations.  

 

The performance measurements of logistics department is solemnly TRUST, but, however, there 

has been ongoing projects of widening the performance measurements practices.  This has to do 

with the fallacy of TRUST model ;  there isn’t any explicit cost measurement, the model rather 

has its  focus on customer and delivery of products and services. In an ongoing project, called 

Transportation [sv “Transportutredningen], there has been some saying about monitoring the 

3PL’s and other suppliers of products and services for the firm. The ultimate goal of the project 

is to provide to the TRUST model and not replace it.  With more reliable pieces of information 

regarding the cost of delivering products and services of Company AB from the actors in the 

supply network of the firm, there ought to be some overview regarding logistics costs. Although 

the project is in its initial stages, the project itself has proceeded quite far but not yet near 

completion. The rationale for undertaking this kind of project is rather straightforward according 

to LM: 

 

“In summary, the logistics department meets its target levels imposed by Parent AB. But , 

however, there is a major error in judgment when it comes to costs measurement; TRUST does 

not entail anything about the subsequent costs of its [Company AB] products and service 

offerings. As such, the aim of project Transportation is to raise awareness of costs and impose 

cost efficiency for the logistics department. On a further note, if expansion is to be implemented, 

the cost of serving customers and/or market segments ought to be explored in order to see the 

benefits of such strategy” 

 

As for the time being, LM concludes that the performance measurement of supply chain 

activities should include cost measurements as well. In order to do so, there are three important 

variables that need to be included in such cost performance measurements: 
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 Geographical costs 

 Transportation costs 

 Break-even costs 

Geographical cost is well understood, but the importance to the performance measurement of 

supply chain activities is the transportation costs of Company AB; where in the chain does the 

costs occur and what is the “price” of the costs? And moreover, who should pay for the 

transportation?. The Break-even costs concerns the volume whereby Company AB make is 

“break-even”. For instance, what volumes make it profitable to deliver from the central 

warehouse in Stockholm to Gothenburg? Furthermore, what is the break-even for pallets 

transported from Stockholm to Gothenburg? The overriding aim or goal of such analysis is to 

give an indication of costs served from regional level broken down to postal number level.  

 

The relationships with the other actors in the supply chain network 

The efficiency of parties presiding in the supply chain activities is more or less good, but it could 

be better according to LM. There must be more follow up meetings with parties within the 

supply chain activities, both internally and externally. The performance of supply chain activities 

are very important in order assess the performance measurements and target levels of the supply 

chain. For instance, the absent of supplier performance evaluation proactively conveys problems 

further along the supply chain as deviations in physical distribution of delivered products and 

services from 3PL or alike, could in fact give long-term effects on the entire supply chain for 

Company AB. Therefore, it is whished upon to have more meetings with parties involved in the 

entire supply chain [management] of Company AB.  

 

The future of supply chain management of the firm 

In questioning the future implications and strategies for Company AB, LM argues that the sole 

purpose of logistics department is to obtain and enhance customer satisfaction at any cost; 

without customers there isn’t any business to do. On a further note, there is however some 

impediments in regards of supply chain management of the firm, the logistics in particular. In 

order to become more competitive in the market, field sales personnel should be given the facts 

of the cost of supply chain activities as to optimize the sale process to its maximum. This could 

mean that more customers could be served given the information of the supply chain 

management of the firm.  

 

Continuing the future impediments occurring in the supply chain activities, LM stumbles upon 

some more problems with the growth of the firm in aggregated terms; geographical expansion 

and market segments growth could in fact add more costs to the supply chain activities.  In order 

to cope with future expansion, the supply chain activities isn’t the major impediment to future 

strategies; the organization of an efficient supply chain management is more of a concern than 

the cost incurring the supply chain activities. That being said, LM concludes that the real issue is 

whether the organization of supply chain management [logistics department] could assess the 

performance levels of the supply chain activities that are important, rather than concentrating on 

expansion of the supply chain [activities].  For instance, a more stronghold organizational 

structure of supply chain management office of Company AB. The performance measurement 
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ought to be assessed in accordance to the professionalism of the supply chain management 

[organization], not just the performance of the supply chain activities.  

 
INVENTORY MANAGER 
The inventory manager [IM] oversees the central warehouses in Company AB and the flow of 

products and services offered to Company AB’s customers. The inventory manager is report to 

the Logistics Manager and the inventory management resides under the logistics department in 

terms of organizational structure.  

 

According to IM, the inventory management is bound to the two central warehouses [CWs] 

within arm’s length of the headquarters of Company AB, located in the north region of 

Stockholm. The rationale for the location [this] location of the central warehouses is however not 

clear, although a optimization of warehouses has been conducted in past in order to bring down 

actual numbers of the inventories from three differently located warehouses to the current two 

central warehouses. In order to cope with the orders from the central warehouses and to 

customers residing in the southern part of the Sweden, the firm has an distribution central in 

which transportation from the CWs are temporarily stocked in order to reach the end customer.  

In the context of logistics, IM concludes the following: 

 

“Order deadline [from customers] is at exact point of 2.10 pm; the physical distribution of the 

products is time bound and if the products are not ready by the exact minute and shipped to 

freight yard, the 3PL will leave without anything in its truck.” 

 

Due time, the inventory has gone through some radical changes to cope with the frequent 

changes in Company AB and with logistics as well. IM concludes that in the past, the products 

categorized as “truck loads” (sv. “Truckgods”) were shipped from inventory aisles to the freight 

yard primarily, but this meant that the trucks loading the products often got misused or 

mishandled as a consequence of this heavy load. Nowadays, the picking order of goods is much 

more of concern rather than the weight restrictions.  As such, the other positive consequence 

upon the supply chain activity of the firm is that the picking rates of the products has improved 

much, from 20 to 25 product lines, averaging 23 at the time being. This means that faster output 

to the freight yard and subsequently more products being shipped. But, this also imposes an 

threat as well: 

 

“The fast pace is not entirely due to faster picking rate, it also due to the fact that our shelves 

are overloaded with products and we need to make clear of new inbound deliveries from our 

manufacturers.” 

 

This means that the paces of the inventories activities are much more dependent upon inbound 

deliveries rather than the concern of outbound deliveries.  

According to IM, the logistics or physical distribution of the products, are much better now than 

before due to the fact the CWs are much more responsible for the shipment from inventory to the 

freight yard. Although much of the work is manual handled, the efficiency of logistics is 

concerned with labors in the inventory; errors and misjudgments in product handlings and 

loading as well as customer orders is solemnly due to individual mistakes rather than 3PL faulty 

handlings or likewise.  
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Figure II. The logistics of Company AB concerns the shipment of products [and services] from the central warehouses in 
Stockholm and to the distribution centers and thereafter reaching the end customer (adapted from the interpretation of 

meaning of IM, LM and MM (2010)).  

The physical distributions by truck, is prioritized and is according to the [end] destination of 

products and services, whereas physical distribution to southern and western parts of Sweden is 

prioritized in terms of picking rates. According to IM, the CWs are just about enough to cover 

the incoming orders: 

 

“New warehouse? Well, that would be the ideal situation looking at our physical constraint. 

With a new warehouse it would be easier to cope with the geographical expansion and company 

growth” 

 

When discussing the logistics of the firm, in the context of inventory and warehouse activities, 

there are some issues that should be given further managerial awareness. According to IM, when 

asked about the costs regarding logistics in his opinion, IM concludes that there are two major 

costs that should be given further attentions towards: 

 

 Labor Costs 

 Residual or Backorder costs 

These two costs are results of a non-investigative causation, i.e. there hasn’t been any judgments 

taken into consideration in the day-to-day operations of Company AB discussing these costs.  

Albeit these cost, there are however a widespread consensus regarding the effectiveness and 

efficiency of logistics activities of Company AB: 

 

“Albeit manual labor force for the time being, the logistics [physical distribution] of the firm has 

gradually grown better since we overtook the responsibility of the logistics. The biggest change 

came when we took over the freight yard where our logistics partner took care of before. 

Furthermore, the communication has been improved to the better between us and our logistics 

partners” 

 

There are, however, some difficulties with the physical distribution in which could be done  

better if corrected; the communication is still an issue than needs to be solved as there is no 
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specified communications path between Company AB, 3PL and other logistics partners.  For 

instance, the business plan of Company AB is, as aforementioned chapters and sections denotes, 

that customer care ought be priority and the truck drivers delivering the products should act in 

the best interest of the Company AB as ambassadors. Yet this isn’t always fulfilled as they just 

deliver to customers doors and then leave.  If communication could be solved regarding this 

issue, then we are good spirits of doing good business and efficient supply chain. 

 

Future of the firm and inventory management 

When asked about the future implications and challenges, the answers doesn’t lie within the 

physical distribution activities notably, rather the internal organization should be optimized 

according to IM;  automatized inventory equipment is foremost the most important feature that 

needs to be added in order top cope with ever increasing customers and customers orders. 

Regarding the future challenges and implications regarding logistics and its costs, there are some 

issues that could be of importance such as labor costs, picking rate costs and knowledge costs 

[i.e., costs that occurs as a result of lack of experienced staff]. An final note is that the follow up 

on supply chain activities could be improved as same errors or judgments in decision making or 

performance levels targets could raise awareness of problems and errors that could easily have 

an effect on the entire supply chain.  

 
MERCHANDISE MANAGER 
The Merchandise Manager [MM] is responsible for the management of the retail stores that are 

owned and operated by Company AB. The manager reports to the sales department, which is 

responsible for strategies concerning sales of products and services of the firms own brands and 

other brands as well. In addition, MM is responsible for pricing the products and services in each 

and every retail store.  When needed, the MM function also involves some supply chain 

activities, although not entirely clearly defined, such as the contact with manufacturers of 

products and suppliers if needed.  

 

The merchandise department of Company AB is concerned with customer care and retail store 

operations. As such, MM summarizes the function as [very] broad, yet focused on three [daily] 

operations: 

 

 Retail Store[s] 

 Webb-Store 

 District Sale[s] 

District sale[s] is utterly important as they concern all the business segments within a given area.  

 

Supply chain activities and the daily operations of Company AB 

The new ownership and integration with an multinational parent company has given further 

awareness of the supply chain activities performed by Company AB; as integration with the 

headquarter is ever present, the requirements of own brands in stock and in retail stores is sure to 

make its way into the supply chain as well: 
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“As we work through our product offerings, we are bound to take into consideration regarding 

own brand, PARENT.  These brands will be included in offerings as soon as possible. 

Meanwhile, the supply chain activities that will concern this matter is the physical distribution 

from CWs to the retail stores, it will include more PARENTS brands.” 

 

This point is of importance, as the PARENT brand will impose more complex supply chain of 

products; as Parent AB is located in other part of the world, the distribution from manufacturing 

of PARENT brands will concern supply chain [management] of products coming from other 

parts of the world and will inherently be needed to be taken into consideration when assessing 

the supply chain activities performed by Company AB.  Furthermore, MM concludes that the 

business strategy of Company AB could in fact alter the supply chain activities as well, as the 

firm aims to include more businesses with private consumers than now. This will indeed 

challenge the supply chain management of the firm as more categories will be introduced and 

smaller parties of shipments as well. This will have an uneven impact on costs of supply chain 

management: 

 

“In order for us to grow into private consumption segment, we would need a large amount of 

customer flows in order to justify the expansion. This will mean that we will have to add two 

[additional] costs to our supply chain activities; labor and space.” 

  

Performance measurements of Sales department and decision making of such 

When discussing performance management and performance measurements models, MM 

concludes that the firm does in fact lack in these respective areas. According to MM there isn’t 

any evaluating performance measurement models present and this has thus created an negative 

circle; the lackluster of performance evaluation tools creates an ripple effect which begins with 

no performance models  resulting in no standardized reporting [as wished] and so on.  For sales 

department concerned, there is in fact one system in use for the purpose of evaluating 

performance, called pro-Clarity, but this doesn’t satisfy the desire to overview performance 

target levels and achievement as it is just a database in which one user needs to compile their 

own set of data into a report.  In recent times there has been wide use of ABC analysis and the 

analysis had been done on retail store levels [of costs].  

 

Future of Company AB 

The future of Company AB, in terms of both sales and supply chain activities, are coped with 

various challenges according to MM;  in regards for supply chain activities for the firm, there are 

some wishful scenarios or strategies in which MM concludes as being “larger and bigger”, 

meaning that larger geographical outreach and growth of Company AB’s products and services.  

This means bigger physical distribution to customers and retail stores.  Service needs to be of 

superior levels, as it is one of the key ingredients in attracting new customers.  In order to cope 

with any strategic changes or implementations, the performance measurements and subsequent 

target levels needs to be in place, according to MM. Performance measurements should include 

target levels for budgets and processes in which the shareholders desires of financial 

performance should be included; requirements from the top [shareholders] breaking down in the 

organizational levels and down to process levels [activities]. One an additional note, MM reveals 

that forecasting of financial and other performance measures are not widespread in the 

organization.  
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The future of supply chain activities are bound to the growth of retail stores and new customer 

inflow. MM reveals that the growth of the retail stores, in terms of products and services, will 

indeed mean larger pallets from CWs to retail stores. There might even talks about inducing 

more push-system of supply chain management from CWs to the retail stores concerned.  
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