Hulsmann, M.; Grapp, J.: A Competence-based Analysis of Collaboration in Global Service Supply Chains — Design of a Framework for the Identification
and Evaluation of Problems and Options of Logistics Management in the Service Sector. In: Pawar, K.S. et al.; Lalwani, C.S.; de Carvalho, J.C.; Muffatto,
M. (eds.): Conference Proceedings of 12th International Symposium on Logistics (12th ISL). Loughborough, United Kingdom, 2007

A COMPETENCE-BASED ANALYSIS OF COLLABORATION IN GLOBAL SERVICE
SUPPLY CHAINS — DESIGN OF A FRAMEWORK FOR THE IDENTIFICATION
AND EVALUATION OF PROBLEMS AND OPTIONS OF LOGISTICS
MANAGEMENT IN THE SERVICE SECTOR™

Michael Hillsmann?', Jérn Grapp?
University of Bremen
'michael.huelsmann@uni-bremen.de, *grapp@uni-bremen.de
Acknowledgement

This research was supported by the German Research Foundation (DFG) as part of the Collaborative Research
Centre 637 "Autonomous Cooperating Logistic Processes - A Paradigm Shift and its Limitations".

ABSTRACT

The main contribution of this paper is to design a competence-based framework for
the analysis of problems and design options in the collaboration of Global Service
Supply Chains (GSSC). For GSSC-Management it is required to systematically
identify and evaluate typical logistic service problems and prospective design
options. For this reason, the competence-based view (CBV) will be closer examined
in a GSSC-context as it is assumed to provide an adequate theoretical basis for a
conceptual discussion.

IDENTIFICATION OF PROBLEMS IN GSSC

GSSC can be characterized by a structure of different service providers (SPs)
collaborating in a world-wide network (Hulsmann and Grapp 2006, pp. 370).
Nowadays, GSSC have to face change drivers like hyper-turbulence (e.g. a current
change of market demands for services), hyper-competition (e.g. fast development
of substitutional services) and especially hyper-linking (i.e. that many different
service partners are involved in the GSSC) (D'Aveni 1995, pp. 45-57, Tapscott
1999, Siegele 2002, pp. 18-24) leading to problems of complexity as well as
dynamics (Hulsmann and Grapp 2005, pp. 243). That might induce the risk of
becoming a so called “locked organization”, which “describes dysfunctional and
suboptimal situation with a limited choice of possible decisions (Schreydgg, Sydow
and Koch 2003, p. 259). The adjective ‘dysfunctional’ in this context describes the
limited ability of a rational decision-making. The immanent lack of information of a
decision - the problem of bounded rationality (Simon, 1972: a manager cannot have
the complete information about his problem of decision) - is connotated with the
adjective ‘suboptimal’ (Hulsmann and Wycisk 2005a). But, to ensure their existence
or even increase their firm benefit (Muller-Stewens and Lechner 2005, pp. 220)
GSSC need to build up competitive advantage (e.g. producing new generations of
products, increased service level) (Hulsmann et al. 2006) enabled by its manage-
ment (e.g. producer of a movie production company), which is responsible for the
strategic planning, design, control (Ulrich and Fluri 1995, pp. 180) and coordination
of its structures (e.g. in media branch: movie production companies and SPs). That
means, its main central task is to organize collaboration among its global SPs (i.e.
here providing movie production companies with services) (Hulsmann and Grapp
2006, pp. 370).
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However, the fulfiiment of this task seems to become an increasing challenge for
GSSC. This might result from the fact that on the one hand GSSC-Management has
to fulfill typical (service) logistic goals in a global context (i.e. logistic services have
to be allocated and distributed in good quality, in the right quantity, at the exact
point in time, at low cost) (Mikus 2003, p. 48). On the other hand it has to consider
a fast changing environment which endangers the achievement of these goals (e.g.
individual customer preferences, timely restrictions). It seems that in GSSC there is
a lack of strategic adaptivity for adequately responding to changing requirements
(Sanchez 1993, 1995, 1997), e.g. coping with new service logistic demands.
Strategic adaptivity is necessary, aiming at effective as well as efficient service
collaboration in GSSC by balancing flexibility (e.g. specific SPs for special service
processes) and stability (e.g. SPs for basic service processes) of its structures. From
a social systems perspective, flexibility refers to the ability of the system structure
to change (Hulsmann and Wycisk 2005b). According to Luhmann these changes are
enabled by boundary openness of the system (Luhmann 1973), which absorbs a
part of the cited complexity and dynamics of the environment (e.g. information for
collaboration of SPs). Stability refers to the ability of the system to keep the
information inflow at a manageable level by ensuring a certain level of closure,
which means the systems’ boundaries closeness (Luhmann 1994). But obviously,
under the current phenomena it seems to be quite difficult for GSSC-Management
to ensure the required adaptivity (i.e. balancing flexibility and stability of SPs~
collaboration in GSSC). Thus, the initially stated competitive advantage (e.g.
through performance differences by extraordinary design of its services) over other
GSSC can hardly be generated.

An approach of modern management which has recently been gained relevance is
the CBV that aims at the explanation of the formation and further existence of
performance differences which become evident in above-average returns or mani-
fest themselves in competitive advantage over competitors. In this view, perfor-
mance differences are mainly explained by competences (Barney 1996, Hamel and
Prahalad 1997). Transferring the CBV on a GSSC-perspective, the GSSC-Manage-
ment itself could be understood as organizational competence (e.g. producer of a
movie production company) to bundle and allocate single competences of its SPs
(i.e. technical, transportation support services etc.) (Hulsmann and Grapp 2006, pp.
370). An organizational competence in general is understood as “the ability of an
organization to sustain coordinated deployments of resources in ways that help the
organization to achieve its goals” (Sanchez and Heene 2004, p. 7). By reflecting the
above stated problems of GSSC from the perspective of CBV implies that the
mentioned task of organizing the collaboration among GSSC’s SPs holds compe-
tence deficits. There seems to be a dysfunctional bundling and allocation of GSSC-
competences (e.g. unsystematic coordination of SPs) taking place on two levels. On
the one hand service competences are needed for managing and on the other hand
they represent the objective of GSSC, i.e. a meta-competence to coordinate other
competences (Bouncken 2003, p. 64). But, which competence problems in fact are
there and are relevant for GSSC-collaboration? After Freiling competences have to
be analyzed in the sense of action-oriented potentials to realize and activate
resource-immanent potentials (Freiling 2004, p. 6). Strategic Competence-based
Management (CbM) is considered to be one application of the CBV (Sanchez 2004,



pp. 518-532). CbM includes the systematic identification, evaluation, arrangement,
building and leveraging of the competences of a company (e.g. Barney 1996, Thiele
1997, Hamel and Prahalad 1997). In turn, this implies a planned and controlled
development and use of competences, but in a turbulent environment is not the
case as competences always have to be adapted to changing requirements (Freiling
2004, p. 9). This is a problem as adaptivity of organizational competences is con-
sidered to be limited due to inertia of systems to change their structures (Schrey6gg
and Kliesch 2006, pp. 455). So, which competence-based design options are there
for the collaboration in GSSC?

Following this argumentation line, this paper’s hypothesis is that GSSC-Management
needs a systematic approach to identify and evaluate its problems and options in
the collaboration of GSSC described within a framework of a competence-based
analysis. It is assumed that thereby it might be possible to act strategically adaptive
and finally build up competitive advantage. The following aims result from the
research context described above and will be illuminated within this paper:

Aim no. 1: Designing a competence-based framework for analyzing collaboration in
GSSC, i.e. providing a basis for systematically identifying and evaluating compet-
ence problems and options by using the CBV. Aim no. 2: Discussing contributions
for collaboration in GSSC of the competence-based framework to GSSC-Manage-
ment, i.e. systematic analysis of problems and options for GSSC-collaboration by
reflecting the CBV.

CONCEPTUAL ATTEMPT OF A COMPETENCE-BASED FRAMEWORK FOR GSSC

For the conceptualization of a framework, which consists of a competence-based
analysis, two components of analysis will be considered. On the one hand it shall be
possible to systematically identify and evaluate problems of GSSC representing a
reference system of logistic service structures. Therefore the “model of an
organization as a goal-seeking open system” (Open Systems View) of Sanchez and
Heene (Sanchez and Heene 2004, p. 5, Sanchez and Heene 1997, pp. 303-317,
Sanchez and Heene 1996, pp. 39-42) will be further examined regarding its
potential to analyze GSSC’ problems (Framework Component 1: Competence-
based Problem Analysis: CbPA). On the other hand it is intended to enable the
identification and evaluation of new strategic options in GSSC-collaboration for a
CbM of GSSC. For the analysis of options the concept of “competence building,
maintaining, and leveraging” (Sanchez and Heene 2004, p. 7) to possibly generate
competitive advantages for GSSC will be used (Framework Component 2:
Competence-based Option Analysis: CbOA).

From a science theoretical perspective the aim of scientific research consists of the
identification of causes and effects that explain causal relations (Hill et al. 1994, p.
35). This has to be reflected for the design of the framework that will be deduced
from the concepts cited above. Each framework component includes essential
elements aiming either at the explanation of causal problem (see no. 1 a) to 1 ¢)) or
option (see no. 2 a) to 2 c)) relations which are assumed to enable a competence-
based analysis. Furthermore, because GSSC are supposed as object of research its
basic characteristics have to be included by giving examples in the framework.
Component 1 consists of three main elements — oriented at Freiling’s con-
siderations on the CBV (Freiling 2004, pp. 16-19) — being part of the framework de-



sign: Element no. 1 a) (resource market): Adaptations and changes result
from misfits between the system (i.e. GSSC) and its environment (i.e.
competing GSSC or resource holders). Such kind of discrepancies shall be
compensated by making resources accessible which are important for a system’s
own processes of refinement. Therefore, the system needs the capability to identify
adequate resources for sustaining the GSSC’s existence or building up sustainable
competitive advantages, to integrate respective resources and to generate a
maximum benefit from them. Element no. 1 b) (product market): Balancing
between the need of the environment and the supply (i.e. services) of the
system is determined by customer preferences. Therefore, systems must have
the capability to develop its resources or competences aimed at the specific market
requirements (e.g. logistic services). Element no. 1 ¢) (market process): Back
coupling processes by the exchange of market data enable changes as well
as the development of the system’s resource structure. Therefore, a system
has to ensure its capability to provide itself with market relevant know-how for the
design of its management processes (e.g. decisions on inventing alternative service
logistic concepts in a GSSC). A CbPA itself is executed by examining a specific
object of research (e.g. problems of GSSC) regarding elements no. 1 a) to 1 c).
Competence problems are assumed if different capabilities to adapt to
environmental changes or increasing competitive advantage respectively cannot be
generated. Component 1 refers to the concept of organizational competence which
understands an organization as competent if it is able to create and distribute
“value to all providers of resources essential to maintain the activities of the
organization”. However, a competent organization requires a Strategic Logic and
system design capable to simultaneously building, maintaining, leveraging compe-
tences (Sanchez and Heene 2004, p. 7).

This means for the design of Component 2 a CbOA has to consist of three
elements (no. 2 a) to 2 c)) which are considered as parts of the framework
(Sanchez and Heene 2004, pp. 7-9): Element no. 2 a) (competence building):
Processes to using qualitatively new kinds of resources or new abilities to coordinate
resources aims at the creation of options for future action in the collaboration of
GSSC; Element no. 2 b) (competence maintenance): Processes to continually
adapting and improving a system’s coordinated deployments of resources in order
to maintain their effectiveness in achieving the goals of the system aims at the
creation of options for taking actions in pursuit of its goals; Element no. 2 c)
(competence leveraging): Processes to achieving the goals of the system by
using resources and coordination abilities qualitatively similar to the ones the
system already possesses aims at the creation of options for qualitative or
quantitative actions. A CbOA itself is executed by examining an object of research
(e.g. options of GSSC) regarding elements no. 2 a) to 2 c¢). Then, competence
options are deduced from the conception of each element.

COMPETENCE-BASED ANALYSIS OF COLLABORATION IN GSSC

The following discussion shall exemplify how far the deduced competence-based
framework contributes to analyze collaboration in GSSC by the application of above
shown components and their elements. Examining typical GSSC-problems named in
the beginning of this paper by a CbPA (elements no. 1 a) to 1 b) results in the



following competence problems, all affecting GSSC-collaboration: Application
Element 1 a) > Competence Problem 1: The coordination of information for
logistic processes in GSSC seems to be difficult if reflected that exchange of
information among global SPs has to take place under high timely pressure
(Hulsmann and Grapp 2005, pp. 243). A GSSC might have problems to react to
environmental changes and distribute only the relevant package of data (e.g. in
movie production processes a lot of data has to be processed and despite long-
planning periods unexpected situations require ad-hoc decisions (Hulsmann and
Grapp 2006, p. 371) weakening its quality because of a limited quantity of infor-
mation (Bronner 1999, pp. 27-31). Application Element 1 b) > Competence
Problem 2: Providing a market-adequate range of logistic service offers seems
hardly realizable, because the needs of individual customer preferences are different
and often the optimal SPs are not available. (e.g. in movie production processes
there exist many different and often rapidly changing service needs such as
technical, financial, and informational support which increases the pressure to
develop and offer new services (Hulsmann and Grapp 2006, p. 371)). Application
Element 1 ¢) > Competence Problem 3: This problem is linked to the former
ones and shows the current informational risk of undersupply in GSSC as on the one
hand data is required for the execution of different SPs’ service logistic concepts and
on the other hand data of the service logistic market is needed to adapt to changes
(i.e. movie productions a constant monitoring of movie market technology trends as
well as customer preferences for movie process optimizations is required).

The different competence problems have shown the present discrepancies between
a GSSC as a system and its environment undermining the competent logistic service
value creation and distribution of GSSC-Management to all providers of resources or
competences. To gain competitive advantage by a competence-based Management
of GSSC Freiling actually shows the need for a strategic architecture to close the
cited misfits which he explicitly sees in the formation of networks among partners
(Freiling 2004, p. 10) — such as SPs in GSSC? This would mean that GSSC already
hold fundamental preconditions for coping with its competence problems. Which
options for collaboration in GSSC — reflecting inertia in the adaptivity of organi-
ational competences (Schreydgg and Kliesch 2006, pp. 455) result from a CbOA
(elements no. 2 a) to 2 c)) of GSSC-collaboration? Application Element 2 a) >
Competence Option 1: an option for future actions in GSSC could be generated by
the acquisition of intangible assets, e.g. special know-how of new logistic SPs would
support the competent design of logistic processes. Application Element 2 b) >
Competence Option 2: an option for taking actions in pursuit of GSSC-goals could
be generated by the continuous optimization of operations meaning the improvem-
ent of service logistic processes. Application Element 2 c¢) > Competence
Option 3: an option for qualitative actions of collaboration in GSSC could be gained
by increasing the level of service logistic processes, e.g. meaning their efficient as
well as effective service design. Transferring this view of GSSC-options on movie
productions - as a context of service logistics - could be understood from a portfolio
perspective. It refers to a pool of competences (Bellini et al. 2000, pp. 1, Purcell
and Gregory 2000, pp. 161). A portfolio of competences is needed for the
coordination in regard to specific requirements of movie production projects which
need a certain quantity and quality of resources (Gaitanides 2001, pp. 167-170).



New competences are acquired if necessary, then are available for specific short-
time demands (operative level: e.g. ensuring transportation processes) as well as
for long-term requirements (strategic level: e.g. ensuring availability of main
responsible persons like producer, director). Finally, on the basis of such a portfolio
the aimed and thereby leveraging of service logistics competences for movie
production processes is assumed to be possible.

CONCLUSION

In general, the competence-based framework for the analysis of GSSC presumably
seems to lead to gain competitive advantage over other GSSC-competitors, because
it holds a systematic approach integrating both the analysis of problems and gene-
ration of options for collaboration in GSSC to survive or even dominate on the ser-
vice logistic market. But, it has to be stated that only a first attempt to design a
competence-based framework for the analysis of GSSC-collaboration has been
shown. Future research should focus on a more detailed formulation of the
framework’s elements to increase the broader applicability of this analysis tool.
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