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Context of research, research objectives

1. CONTEXT OF RESEARCH, RESEARCH OBJECTIVES

The re-establishment and growth of production and services coupled to them may be one of
the way out of the crisis of 2008. The manufacturing and service companies ‘are not only
delivering but also spurring growth’ (Chikan, 2013). Moreover, in the after crisis market
economy, the development of logistics will be the main force behind international trade
development (WEF, 2013). Increasing logistics’ contribution to GDP is a key priority of
Hungary’s economic policies (MTI, 2013). This room for development is highlighted by the
fact that the share of logistics in the national economy is 6%, whereas logistics accounts for
10-12% of the GDP in the developed countries (IFKA: Logistics Sector Policy Strategy,
2013). The importance and significant role of logistics is underlined by Government Decision
No. 1157/2013 as well, which brought about the Mid Term Logistics Strategy (MTLS) with
the active involvement of the industry and the social partners. According to logistics experts,
implementing MTLS will have a crucial impact on the economy of Hungary in the next
programming period of the European Union (2014-2020).

Referring to the thoughts introduced above and the consequences of the relevant intentions,
examining the field of logistics — as a service capable of value creation and influencing
competitiveness significantly — and within that, understanding and analysing the activities of
logistics providers (3PLPs) has become more pending than ever before. To reach the above
stated goals and to enable the improvement of the target companies, it is an important, even
inevitable task to pinpoint the operational success factors contributing to the basic capabilities

enabling the competitiveness of Hungarian logistics companies (Fig. 1).
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Fig. 1. Model of company competitiveness
Source: Chikan (2013): What makes a company competitive?, Competitive Company = Competitive

Economy Conference, 25th September 2013, Budapest

Research into the subject and activities of 3PLPs is scarce (Selviaridis-Spring, 2007), not
many of them are available worldwide. It is mostly American and English research results that
can be found (Murphy-Daley, 2001), (Markides-Holweg, 2006). Reviewing the scientific
literature we can dominantly find American and English scientific literature from the 1990s
onward. Then, after 2000, researchers from Northern European countries (e.g. Sweden,
Norway) did also publish scientific results concerning this field (eg. Hertz — Alfredsson, 2003;
Huemer, 2011). In Hungary it was in 2005 that Bokor’s article with the title ‘Evaluating the
state of the art and exploring the development possibilities of intermodal logistics services’
was published. The part of this paper concerning 3PLPs deals mainly with reviewing the
relevant scientific literature, proposing definitions and giving their explanation (Bokor, 2005).
The appendix of the annual report prepared by the Association of Hungarian Forwarding and
Logistic Service Providers provides yearly some brief, concise information about the survey
carried out among the member companies. Unfortunately, the response rate is 50% (the results
are based on the responses of 30-35 logistics providers), and, for members, performance and
operational data give only some very basic and general information. The research of Bank et.
al. carried out in 2010 was a breakthrough, yielding an in-depth and comprehensive report of
the economic situation of the players in the Hungarian forwarding, shipping and logistics

market and the expected movements in the sector (Bank, 2010).
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Finally, nowadays, logistics service providers are frequently under the scrutiny of Hungarian
scientific articles (Horvath, 2012; Hegyi-Horvéath, 2012).

The empirical research within the framework of the doctoral dissertation deals with the
comprehensive examination of Hungarian logistics service providers’ operational success
factors. In the course of this, it builds among others on the scientific literature enumerated
above, but it also takes a new approach while investigating the situation of Hungarian 3PLPs.

The social, economic, and political effects, changes and tendencies currently palpable in the
Hungarian and international environment have been explored so as to provide a strong basis
for Hungarian research. My own experiences, the experiences from meetings with managers
of Hungarian logistics providers, just as well as the results of interviews with scientific
researchers could be used to create the success factor clusters (Fig. 2). Based on these and
starting from here, looking for the relationship between abilities and ‘success factors’,
clustering the factors provided the foundations of research, i.e.:

e Sl: trust — effectiveness — flexibility (trust examined as a basic factor of inner-
company and inter-company relationships, striving to reveal the role of the top

manager in creating trust),

e S2: time — service portfolio — flexibility (time based competition of products and
services as a competition of supply chains, the composition and profitability of the
service portfolio),

e S3: finding the right company size — acquisition — strategies (a way to find the
economies of scale of the logistics provider segment to be examined, the role of

strategy choice),

e S4: the level of logistics provider integration into the supply chain — the effect of
(special) IT technologies and developments — and their relationship to flexibility, just

as well as their influence on the financial results of the company.
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Fig. 2. Forces influencing logistics providers and abilities needed for their competitiveness recently
(with a view on success factors contributing to performance and effectiveness)
Source: own research, 2013

By the means and clustering of the influences, changes, trends and experiences revealed, the
objectives of the research could be determined i.e.:

e C1: Examine and analyse the role of trust and the effects of its extent on the revenue,
earnings before taxes and flexibility of the logistics service providers. Within this,
examine the role of the top manager in the inner-company and inter-company business
relationships (trust levels), and connected to that, how the top manager contributes to
the revenue, earnings before taxes and flexibility of the logistics providers.

e C2: Examine and analyse the profitability based diversity of the Hungarian logistics
providers’ service portfolio, and how that influences the revenue, earnings before

taxes and flexibility of the logistics providers.

e (C3: Examine and analyse how acquisition activities carried out while searching for the
right company size influence the revenue, earnings before taxes and future strategies

of logistics companies.
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e C4: Examine and analyse the role and significance of industry specific IT
development from the point of view of the revenue, earnings before taxes, and how

they influence the companies’ flexibility and integration.
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2. SAMPLE AND METHODOLOGY

2.1. Data collection

Before starting the doctoral research, the list of target companies was compiled as based on
sources provided to me by industry organizations and on databases available from the relevant
official sources. (In the course of this compilation, | was excessively aware of the danger of
duplication and took measures to prevent it.) The resulting database included 300 Hungarian
logistics providers. Out of these, the companies with revenues (net sales) above 100 thousand
EUR, but at or below 100 million EUR were selected and included in the target group of the
research. This group consisted of 284 logistics providers. Beyond the companies’ names, this
list also contained the name and email address of the target person (CEO, director general
etc.). In order to elicit those responses from the target group, which are able to back up or
reject the research hypotheses, | have developed a questionnaire comprising of 56 questions.
Due to my personal market involvement, | have requested the GfFK Hungary Market Research
Group to post the survey using the CAWI method (see Chapter 2.2). During a prior telephone
call or a personal talk with the managers of the target companies, | assured them that the
questionnaires will be identified as based on the IP addresses, thus | will not be able to

correlate the responses with the respondents.

Building on the lessons learnt by talking with company managers, | also had to alter the
questions regarding trust level definition. The managers of Hungarian logistics providers
informed me that, for reasons of confidentiality, they would not reply to questions necessary
to determine trust levels (level of balance, willingness to take risks). Thus, contrary to my
viewpoint and intentions, it was not possible to assess trust with a ‘hard’, ‘risk based’
approach due to the palpable low rates of the willingness to respond. So, | had to alter the
questionnaire, accepting the ‘faith based’ approach, and asking ‘soft” questions which support
that. As | wanted to receive honest and real responses from the ‘competitors’, the opinions
formulated during these conversations also reinforced my belief that asking a market research
company was inevitable so as to be able to receive valuable and representative replies (the
companies in the target group would not have provided me with the responses directly). The

finalized questionnaire was transformed into a questioning programme, a so called script.
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The cover letter written by me was then sent to the address of 284 Hungarian logistics
companies on 25" April 2013 containing a short description of the research objectives and the
internet link to the questionnaire. In order to increase the response rate, a reminder email was
sent every 4 days to those who have not started or have aborted filling in the questionnaire. In
spite of all these efforts, in the first 3 weeks of the data collection (until 10" May 2013), only
28 respondents filled in the questionnaire (a response rate of approx. 10%). So, | decided to
let the relevant companies be phoned too (parallel to being emailed to as well, from 15" May
2013), to thus increase the response rate. | monitored the incoming questionnaires for two
weeks after these phone calls were made (until 27" May 2013). Due to the moderate success
and the telephone feedbacks (stating that the respondents would have been much more willing
to fill in the questionnaire with the help of telephone operators), | continued data collection in
a hybrid way from 28" May 2013 onwards, meaning that the respondents could still fill in the
questionnaire online, or they could reply to the questions on the phone, getting the help of an
operator. This solution proved to be a relative success. Until 5™ June 2013, the number of
filled in questionnaires doubled to the number of 56, yielding a response rate of approx. 20%.
Data collection was terminated at this stage, because the feedbacks received while calling the
addressees of the list several times enabled us to conclude that a significant number of (new)
responses could not be expected in the upcoming period, among others also because of the

upcoming summer vacations.
2.2. Methodology of data collection

Having analysed the resource exigency of the different alternatives (need for an interviewer,
time factor etc.) and taking into account the characteristics of the research topics and of the
target group, the so called CAWI (computer-assisted web interviewing) method was selected.
In case of the CAWI method, the finalized questionnaire is transferred into a questioning
programme (a so called script). This programme is uploaded to a server, and from here a link
can be sent to the email address of the targeted respondents. Clicking on this link launches the
programme, and the questionnaire can be filled in. In CAWI, it is possible to generate so
called individual links and to make registration obligatory, but responding via the general link
is also possible. In my doctoral research, | applied individual links, because this is relatively
easy to generate, it does not require an extra effort from the respondents and enables the
continued, reliable monitoring of data collection, while it also enables the respondents to

suspend and then, later on, continue filling in the questionnaire.

10
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The questionnaire consisted of 56 questions (including questions about the demography of the
respondents and their firms, and about later publication of the research and also providing
crosschecking). Taking into account the nature of the questions, it took approximately 15-20
minutes to fill in the questionnaire for a given company. For the empirical analysis of the
financial data, | utilized the HBI database. To enable later data coupling, the GfK Hungary
Market Research Institute provided me with the numbered list of the companies who had
filled in the questionnaire (but, naturally, without the responses). | have imported the financial
data, necessary for the examination of the research hypotheses, of the 2004-2011 period
(where available, even of 2012) into an Excel table. | also recorded the revenue and earnings
before taxes of the 56 respondent firms in the given period. | could well utilize this table
during data processing and for the purposes of the software employed (SPSS). Where the
financial data for 2012 were not available, there | validated the % tendency (category) value
asked in the questionnaire, relevant to the last closed fiscal year (2012) of the respondent
company. The total revenue of the respondent Hungarian logistics service provider companies
in year 2011 (the year when all relevant statistics were available) was 127,657.51 million
HUF. This value is more than 50% of the total yearly revenue (2011) achieved by the
Hungarian logistics companies featuring in the IFKA study (2013). The representativeness of
the doctoral research can be proven if the 20% response rate and the higher than 50% revenue
level is taken into account. In order to prove the representativeness of the data (Koltai, 2007,
p. 30), as based on the data available, | displayed the geographical distribution of the basic
sample of the logistics service providers and the subset of those, who responded. The two
geographical distributions, divided on county level, show well how the distributions ‘match’,
and prove representativeness. Representativeness is also underlined by the test results of the
basic sample and the subset, just as well as the similarity of the histograms illustrating the
distributions. From the results of the tests we can determine that none of the two distributions
is normal (sig. = 0,000, in both cases), and that the two distributions are very similar, when
looking at their parameters. As a conclusion it can also be stated, that the distribution of
neither the basic sample, nor the subset can be seen as normal (their parameters are different),
but the kurtosis of both of them is similar, skewed to the left, extended to the right. As based
on this information, it can be stated that both the samples and their functions are similar
(although different from normal). Similarity is further emphasized by the F-test, as using this,
the variance of the two samples can be regarded as identical (F = 2,213; p = 0,138).

11
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2.3. Peculiarities and difficulties experienced during data collection

The needed extension of the data collection period and the fact that the originally applied data
collection method had to be altered during the data collection procedure, shows clearly that
the conducted doctoral research cannot be regarded as a usual, routine survey from several
aspects. Among others, it was revealed in the course of the phone survey that the companies
frequently could not even be reached via the official telephone numbers published at the
firms’ website. However, this happened more often in the case of the smaller companies. The
interviewers had the first direct contact with the target persons during the phone follow up, in
the course of the ‘hybrid” method, and this is also where they encountered the first real
rejections. The rejections originated both from smaller and larger companies, in a mixed way.
The main reason for rejection was the lack of time and other resources, just as well as the lack
of interest. Nevertheless, concerning the aborted questionnaires, the phone follow up and the
possibility for ‘hybrid’ data input increased the response rate significantly. The respondents’
lack of interest in a comprehensive analysis and research regarding their industry is well
emphasized by the fact that their attention was not attracted by the ‘gift’ offered (the research
results briefly summarized and to be posted subsequently). This also highlights a general
problem that might be assumed. It may lead us to believe that the promises integrated into
prior researches might not have been fulfilled. The other reason behind the low number of

responses and the slow data collection might be distrust.

2.4. Short introduction to the SPSS software, methodology

The SPSS mathematical-statistics software package extends to the most modern statistics
processes, ranging from database management through descriptive statistics to the most
complex multivariate statistical procedures. The two sample t-test compares the means of the
variables in two independent samples. The null hypothesis of the test is that the means of the
two populations are equal. The prerequisite of this test is normal distribution (and as it is
robust to moderate violations to the normality assumption, it can be carried out if the
distribution does not deviate significantly from the normal) and the equality of the variances

(this can be checked with Levene’s test).

12
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Levene’s test is an inferential statistic used to analyse the homogeneity of the deviations,
where the investigated phenomenon is measured by category variables. It assumes that the

variance of the populations examined are equal.

Analysis of variance (ANOVA) is a statistical method capable of comparing the averages of
several populations having equal deviation and normal distribution. It compares the different
mean values of the population with the help of variances originating from different partitions
of the sample. It analyses the total deviation, or more concretely, the total variance of the
whole population created as a basic sample from all the data in a given examination. It
searches for the reason behind fluctuations, while it helps clarify whether the differences in
the deviations mentioned above are only random, or if there is another explanatory variable to
which these are attributable. Such an explanatory factor might be the difference between the
averages of the groups within the given population. The variances are calculated and
estimated as based on the mathematical principle that the numerator of the total variance, i.e.
the total deviation’s sum of squares can be created as the sum of independent elements,
whereas the divisor, that is the degrees of freedom is the sum of the different components’
degrees of freedom. The part of variance explained by the fact of belonging to a given group
is shown by eta-square. This can have a value between 0 and 1 and it can also be expressed in
percentages. The F-test is the test for the analysis of variance (ANOVA).

Cramer’s V. This test measures the association between two nominal variables, the null

hypothesis being that the two variables are independent. Utilizing the methods explained
above, | examined 10 hypotheses.

13
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3. RESULTS

3.1. Results of the literature review
To achieve the research objectives and to be able to formulate the hypotheses, more than 300
Hungarian and international publications relevant to the field were reviewed. During this
literature review, the focus of research was further narrowed down, thus the discerned
operational success factors have been concretized as follows:
1. Trust in the employees (inner trust)
Trust within the company

Management approach and stakeholders’ trust created by the top managers

2
3
4. Composition, diversity and profitability of the service portfolio
5. Growth strategy

6. Development by acquisition

7

Sector specific IT development

3.1.1.  Formulating hypotheses

By determining the hypotheses, key success factors improving operations are to be taken into
account as a first priority, and subsequently, the way they affect and relate to the
competitiveness of Hungarian logistics providers needs to be examined (also viewing
separately their performance, their operational capabilities, just as well as their capability to
change). Having reviewed the scientific literature, the following hypotheses were formulated:
HP1: The inner-company trust of the Hungarian logistics providers has an influence
on the revenue and on the earnings before taxes of the companies
HP2: The inner-company trust created by the Hungarian logistics service providers
has an influence on the flexibility of the logistics providers examined
HP3: The level of trust in business relationships created by the top manager of the
Hungarian service providers has an influence on the revenue and on the earnings
before taxes, and also on the flexibility of the logistics companies examined
HP 4.1: The earnings before taxes of the Hungarian logistics providers is determined
by the profitability based diversity of their service portfolio
HP4.2: The profitability based diversity of the service portfolio of the Hungarian

service providers has an influence on the flexibility of the companies

14
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3.1.2.

HP5.1: Growth by acquisition (search for economies of scale) supports the increase in
revenues and earnings before taxes of Hungarian logistics service providers more than
organic growth

HP5.2: The mid-term, growth-oriented strategy contributes more to the increase in
earnings before taxes of Hungarian logistics service providers than other strategies
HP6.1: The revenues and the earnings before taxes of Hungarian logistics service
providers depends on the sector specific IT developments of the company

HP6.2: The level of Hungarian logistics providers’ integration into the supply chain
depends on the sector specific IT development realized by the company

HP6.3: The sector specific IT development of the Hungarian logistics service

providers influences the companies’ flexibility

Novel results of the literature review

Regarding how the evolution and operation of trust, culture and company organizations affect

trust, new structures have emerged in the course of reviewing the literature (Fig. 3 and 4).

Fig. 3.-4.: Role of culture and trust in the evolution and cooperation of companies

Source: own research, 2014

Furthermore, a novel approach is incorporated into how the different levels of logistics

service providers’ (PLPs’) are represented (Fig. 5).

15
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2PL
Asset-based Logistics

1PL
Producer

Fig. 5. The ‘inverse pyramid’ of logistics services
Source: own research, 2013

3.2. Research results

The hypotheses are proven by the empirical research results. HP1: The inner-company trust
of the Hungarian logistics providers has an influence on the revenue and on the earnings
before taxes of the companies. First, it has to be checked whether there is a significant
difference in the levels of trust in the different categories contributing to effectiveness. The
variances of the individual categories are to be examined for this purpose. If there is a
significant difference, then a relationship between trust and revenue can be supposed. The
perception of trust within the company (B12) and its aspects (variable group B13) are used to
describe inner-company trust. According to the tests and calculations, the hypothesis is
partially acceptable, and it can be used to formulate the following thesis: T1: Regarding the
Hungarian logistics companies, higher inner-company trust (trust towards the employees)

supports a positive change in the earnings before taxes of a company.

HP 2: The inner-company trust created by the Hungarian logistics service providers has an
influence on the flexibility of the logistics providers examined. First, it needs to be checked
whether there is a relationship between inner-company trust and the flexibility of the
companies, and if there is one, how strong that is and of what type it is. For this purpose, the
changes in the variance of inner-company trust needs to be examined in the different
flexibility categories (B9). If there is a significant difference, the relationship between trust

and flexibility can be supposed.
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The results of the test show that general inner-company trust has different variances in the
different flexibility categories. This means that there is a significant correlation between the
two variables. As the results of the further calculations show, there is a significantly strong
relationship between the general inner-company trust facilitated by Hungarian logistics
companies and the flexibility of the organisation; however, this relationship is non-linear, it is
polynomial, and within that, it is of the second degree. This means, that in the extreme
flexibility categories (in the very flexible and in the very inflexible cases) the value of inner-
company trust is significantly lower than in the case of medium flexibility. T2: Regarding the
Hungarian logistics companies, the extreme (very low or very high) values of flexibility entail
lower general inner-company trust, while in case of companies with average flexibility this

inner-company trust is higher.

HP3: The level of trust in business relationships created by the top managers of the Hungarian
logistics service providers has an influence on the revenue and on the earnings before taxes,
and also on the flexibility of the logistics companies examined. First, it needs to be checked
whether there is any kind of relationship between the level of trust in business relationships
and the performance indicators or flexibility indicators of the companies, and if there is one,
how strong that is and of what type it is. The level of trust in business relationships created by
the top manager was measured by variables in the questionnaire: B14: management role, and
B15: management style. As based on the calculations, there is no relationship between the

performance indicators and the level of stakeholders’ trust created by the top managers.

Regarding the second part of the hypothesis, we now examine the relationship between
flexibility and the variables describing the level of stakeholders’ trust. Neither indicator B15,
nor B9 do suggest a significant relationship (sig.: 0.496). It is interesting to note that the
averages (deviations) of the performance indicators intersected by management styles do not
show a significant difference between the groups. It is clearly observable how close the
averages of the performance indicators are to each other in the two groups, and the deviations
are also similar. This means that a clear relationship cannot be established between the
management styles of the leaders of the investigated logistics service providers and the results
of the companies having participated in the survey. Thus, consequences can also not be drawn

from these.
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From the results of the calculations it can be concluded that there is no significant relationship
between and the level of stakeholders trust created by the top managers of the Hungarian
logistics service providers and the effectiveness of the investigated logistics companies, thus
the hypothesis cannot be proven. However, there is a relationship between the level of
stakeholders’ trust created by the top managers of the Hungarian logistics service providers
and the flexibility of the investigated logistics companies, and this is a positive, moderately
strong relationship. This implies that the more essential is the role of the leader in creating the
stakeholders’ trust, the more flexible is the organization. T3: Regarding the Hungarian

logistics companies, higher stakeholders’ trust results in higher flexibility.

HP 4.1: The earnings before taxes of the Hungarian logistics providers are determined by the
profitability based diversity of their service portfolio. To be able to determine the quality of
the service portfolio, it is not sufficient to consider only the sheer numbers, the ranking of the
different services needs to be taken into account as well. As in this hypothesis the diversity of
the service portfolio is compared with effectiveness, it is reasonable to group the different

service components as based on their profitability.

In this, | rely on expert estimates and data provided by leading Hungarian stakeholder
organisations. | have asked 7 logistics industry stakeholders about the profitability of the
different service components, and determined the relative profitability of the service
components as based on their cumulated opinion. The relative level of profitability was also
used to characterise the service portfolio of the individual companies. The diversity of the
service portfolio is seen as the profitability weighted, cumulated value of the services
provided by the companies, thus, this indicator includes both the number and the profitability
of the services provided. The calculations covering the past few years signify that there is
some sort of relationship between the service portfolio and the earnings before taxes.
Checking by analysis of variance, there is no relationship (F sig: 0.232) between the change
from the earnings before taxes in 2004 to 2005 and the diversity of the 2004 service portfolio.
However, also checking by analysis of variance, there is a positive relationship (F sig: 0.023)
between the change from the earnings before taxes in 2007 to 2008 and the diversity of the
2007 service portfolio. There is a negative relationship between the change from the earnings
before taxes in 2011 to 2012 and the diversity of the ‘present’ service portfolio (SZ1

variable).
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The results of the investigations show that the profitability of organisations with higher
diversity has deteriorated in the last years, since there is a significant negative relationship
between the two variables. Considering the steps and endeavours towards improvement made
by the logistics service providers, this is a rather surprising conclusion for the on-the-field
experts, so | checked this result multiple times. This unexpected result may be assumed to
originate from the fact that the Hungarian logistics providers have started ‘many things’ in the
past few years, provided many services, did not opt for specialization as an alternative, and
this bad reaction to the growing competition yielded a decreasing effectiveness (although

probably it decreased the risks).

Referring to the statements above, and relying on the empirical results emerging from
investigating hypothesis 4.1, a conclusion reaching a thesis level cannot be formulated, only a
summarizing statement can be made. Between the profitability based diversity of the service

portfolio and the changes of the earnings before taxes of the Hungarian logistics companies:

1. There is no significant relationship from 2004 to 2005,

2. There is a positive relationship: the higher the profitability based diversity of the
service portfolio, the more have the earnings before taxes increased from 2007 to
2008,

3. There is a negative relationship: the higher the profitability based diversity of the
service portfolio, the more have the earnings before taxes decreased from 2011 to
2012.

HP 4.2: The profitability based diversity of the service portfolio of the Hungarian service
providers has an influence on the flexibility of the companies. Although the flexibility factor
can only be determined for the past years, the proof of this hypothesis is based on hypothesis
HP 4.1, and the examination is carried out relying on the flexibility variable that has been
used already. As based on the tests, it can be seen that the lower the profitability based
diversity of the service portfolio, the less flexible is the company. There is a significant,
positive relationship between the two variables. T4.2: Regarding the Hungarian logistics
companies, there is a positive relationship between the profitability based diversity of the
service portfolio and flexibility: the more diverse the service portfolio, the more flexible is the

company.
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HP 5.1: Growth by acquisition (search for economies of scale) supports the increase in
revenues and earnings before taxes of Hungarian logistics service providers more than organic
growth. | have used the net revenue and earnings before taxes data of the companies to prove
this hypothesis. In order to prove the hypothesis, first it had to be checked if there was a
significant difference in the net sales per employee, in case of growing and non-growing
companies, when they have bought other companies and when they have not. As based on the
values received and investigating the average earnings before taxes of the Hungarian logistics
companies, it can be stated that there is no significant difference between the organically
growing companies (45.17 — 53.1 million HUF/company) and the companies growing by
acquisition (55.07 — 56.23 million HUF/company). If the same examination is carried out, but
the average net sales values are considered, then the differences become more significant.
Having evaluated the calculations and tests carried out during the investigation, thesis 5.1 can
be formulated: T5.1: Regarding the Hungarian logistics companies, companies following
acquisition based growth strategies reach significantly higher revenues than the companies
with organic growth strategies.

HP 5.2: The mid-term, growth-oriented strategy contributes more to the increase in earnings
before taxes of Hungarian logistics service providers than other strategies. The strategic time
horizon variable is extracted from question B25 of the questionnaire. This is a category
variable, from which the ‘mid-term’ and ‘non-mid-term’ cases need to be elicited. The growth
strategy was identified from variable B27. ‘Growth’ and ‘non-growth’ strategies need to be
elicited here as well. Test variable is the value of earnings before taxes, and the records are
filtered according to the change in this result (whether it has increased or decreased). It can be
observed that there are significant differences between the results of the companies which
follow a growth strategy and of those, which do not. Nevertheless, a further examination is
needed to determine the extent of this difference. Taking into account the growth dynamics of
the companies, as a conclusion of the calculations carried out in the dissertation, it can be
stated that there is a significant relationship between the effectiveness of the companies
interviewed and their commitment towards growth (revealed in their strategy). T5.2:
Hungarian logistics companies operate more effectively if they have a growth strategy
(independently of its time horizon). This claim is only valid for those companies who have
not been able to grow recently (i.e. have not been able to increase their revenues). Thus, time
independent growth strategy facilitated by the leaders of the Hungarian logistics companies

contributes to the company being more profitable.

20



Investigating the influence of operational success factors and strategy choice on the effectiveness of logistics
service provider companies

HP 6.1: The revenues and the earnings before taxes of Hungarian logistics service providers
depend on the sector specific IT developments of the company. First, an indicator needs to be
developed in the case of each company, which indicates whether the company had any sector
specific IT development recently. Then, it has to be checked whether in these categories there
is (there was) significant difference between the financial indicators included in the
hypothesis. The thesis can be formulated as based on the significant results of the
examinations. T6.1: The revenues and earnings before taxes of Hungarian logistics companies

depend on the sector specific IT developments at the firm.

HP 6.2: The level of Hungarian logistics providers’ integration into the supply chain depends
on the sector specific IT development realized by the company. The hypothesis can only be
tested when a variable indicating ‘the level of supply chain integration’ has been created.
Then it has to be checked whether its value is different in populations characterized by
different levels of sector specific IT development. If it is different, then this proves a
relationship between the two variables. The examination shows a significant relationship of
moderate strength between the dichotomous variables, the level of supply chain integration
and the sector specific IT development (whether or not sector specific IT development has
been carried out). The direction of the relationship can be derived by cross tabulation. 72.7%
(54.5% + 18.2%) of the companies with sector specific IT development are characterised by
an average or even higher level of integration. To the contrary, 61.1% (20.7% + 41.4%) of the
companies without sector specific IT development are characterized by low level or non-
existent integration. The calculations described above let us conclude that sector specific IT
development entails significantly (sig.: 0.015) higher level of supply chain integration. T6.2:
The degree of supply chain integration of the Hungarian logistics service providers depends
on the sector specific IT developments at the firm: companies with higher sector specific IT

development are more integrated into the supply chain.

HP 6.3: The sector specific IT development of the Hungarian logistics service providers
influences the companies’ flexibility. First, by creating and filling up a cross tab, the number
of categories and their total value can be explored. The doctoral dissertation shows that there
is no significant difference in either flexibility category depending on whether there was or
was no sector specific IT development. The results of the tests also prove that sector specific

IT development had no influence on the flexibility of the logistics companies investigated.
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Moreover, further examinations proved that there is no kind of IT development which would
have an influence on flexibility. Thus, I was not able to formulate a thesis from hypothesis
6.3. Nevertheless, a summarizing thesis can be developed from the results of the 6.
hypothesis-thesis group. T6: The revenues, earnings before taxes and level of supply chain
integration of Hungarian logistic service providers depends on the sector specific IT
development within the company. However, these improvements do not affect the flexibility
of the firms.

The question arises, what factors do (or may) influence flexibility: the stakeholders trust
created by the top manager (proved in HP3-T3) , employer behaviour indicating a high level
of loyalty, optimal company size, increased level of competition, or perhaps the quality of
relationships that characterise the sector. These assumptions necessitate the examination of
further factors, which might be part of continued scientific work, taking into consideration

and building upon the present doctoral dissertation.

3.3. New scientific results

The representative, primary and empirical research carried out among the Hungarian logistics
service providers proved that trust levels in general do not only positively influence the
relationship of individuals in society and their cooperation (Fukuyama, 2007), and the
operation of companies in general (Covey — Merrill, 2011), but, within the service sector, also
the financial results of the respondent Hungarian logistics service providers. Moreover, from
among the factors determining the performance perceived by the customer (Evans, 1991),
stakeholders trust is significant from the point of view of flexibility (responsiveness) as well.
The assumptions formulated in the hypothesis have been partially proved, and the research

has yielded the following theses:

T1: Regarding the Hungarian logistics companies, higher inner-company trust (trust towards
the employees) supports a positive change in the earnings before taxes of a company.

T2: Regarding the Hungarian logistics companies, the extreme (very low or very high) values
of flexibility entail lower general inner-company trust, while in case of companies with
average flexibility this inner-company trust is higher.

T3: Regarding the Hungarian logistics companies, higher stakeholders’ trust results in higher

flexibility.
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Fukuyama (2007) researched trust and efficiency, and proved that trust positively influences
the efficiency of business processes. This has been further developed for the case of
Hungarian logistics service providers by theses 1. and 3. of the doctoral dissertation, and its
positive direction has been proved in the framework of success factors: between trust towards
employees and the earnings before taxes, just as well as stakeholders trust (inter-company
trust) and flexiblity. Reviewing trust literature, | have created two structures (Fig. 3 and 4) to
represent the interconnection, the casue-effect relatioships and social, cultural integration of
trust. The structures forming the basis of these two figures have been translated to English,
and as an attachment to an email have been sent to Prof. Fukuyama to Stanford University. He
is perhaps one of the most renowned researchers internationally, who deals with trust.
Fukuyama reviewed the basics of the new visualization, accepted it in his response, and, as
based on the English language structures provided to him, he acknowledged the way the new,
self-edited structures interconnect and their essence. Figures 3 and 4 represent own research,
supporting the examination of internal and external factors and effects determining
flexiblility, a new way of visualizing ‘trust’s role in the evolution (and interaction) of

companies’, and as such, they can be construed as new scientific results.

During the literature review of the doctoral research, for the visualization of the evolution of
(Hungarian) logistics providers and their visualization in the international scientific literature,
| developed a new, ‘inverse pyramid’ approach, which uses a new structure to depict the
category levels of logistics companies. By the novel approach inherent in Figure 5, the ever
widening service portfolio becomes more perceivable, while the increase in the complexity of

the development levels is also well represented in this new visualization.
Investigating the evolution of logistics service providers, their categories and characteristics,

just as well as the results from researching the hypotheses brought about further novel

scientific results.
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Having empirically examined hypothesis 4.1, it can be stated, that between the profitability
based diversity of the service portfolio and the changes of the earnings before taxes of the

Hungarian logistics companies:

- there is no significant relationship from 2004 to 2005,

- there is a positive relationship: the higher the profitability based diversity of the
service portfolio, the more have the earnings before taxes increased from 2007 to
2008,

- there is a negative relationship: the higher the profitability based diversity of the
service portfolio, the more have the earnings before taxes decreased from 2011 to
2012.

Referring to the statements above, the empirical results emerging from investigating
hypothesis 4.1 do not enable us to formulate a conclusion reaching a thesis level.
Nevertheless, the statement above is novel, as in the future it might encourage Hungarian
logistics service provider companies to adopt strategies contrary to the present development
endeavours of logistics companies and also contrary to the attempts trying to satisfy the

complexity demands of customers.

T4.2: Regarding the Hungarian logistics companies, there is a positive relationship between
the profitability based diversity of the service portfolio and flexibility: the more diverse the
service portfolio, the more flexible is the company. The conclusion of T4.2 is novel, because
there is (was) at the time of research (2013) a strong, positive relationship between the

diversity of the service portfolio and the flexibility of the company, as a success factor.

The research results and thesis from HP5.1 and HP5.2 did not bring about novel scientific
results. Nevertheless, they contain important information for the leaders of the Hungarian
logistics companies regarding their future decisions and the adoption of adequate business
strategies and market endeavours.

T5.1: Regarding the Hungarian logistics companies, companies following acquisition based
growth strategies reach significantly higher revenues than the companies with organic growth

strategies, and
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T5.2: The Hungarian logistics companies operate more effectively if they have a growth
strategy (independently of its time horizon). This claim is only valid for those companies who
have not been able to grow recently (i.e. have been able to increase their revenues). Thus,
time independent growth strategy facilitated by the leaders of the Hungarian logistics

companies contributes to the company being more profitable.

Research carried out to prove hypothesis HP6.1 and HP6.2 has proven that the sector specific
IT development within the logistics service providers have a positive influence on the
financial result of the companies and on their level of supply chain integration. The statements
of the following two theses are to be accepted as new scientific results:

T6.1: The revenues and earnings before taxes of Hungarian logistics companies depend on the
sector specific IT developments at the firm.

T6.2: The degree of supply chain integration of the Hungarian logistics service providers
depends on the sector specific IT developments at the firm: companies with higher sector
specific IT development are more integrated into the supply chain.

Statements of novel scientific value can be formulated as based on the results originating from
the investigation of HP6.3 as well. According to this, either sector specific or any other IT
development does not have any influence on the flexibility of the Hungarian logistics
companies. As a summary of theses 6.1, 6.2 and the statement above, the following
‘consolidated’ thesis can be formulated as derived from the investigation of sector specific IT

investments, as a success factor:
T6: The revenues, earnings before taxes and level of supply chain integration of Hungarian
logistic service providers depends on the sector specific IT development within the company.

However, these improvements do not affect the flexibility of the firms.

The relationships described above are well visualized by Fig. 6.

25



Results

COMPETITIVENESS

T

PERFORMAMNCE
market share, profitability, effectiveness
(revenues, earnings before taxes, profitahil Ih.r]

W
i

l +T5.2
| i
I H T1
+T4.1 s N =
1
1
OPERATIONAL FEATURES : Te1 CAPABILITY TO CHAMNGE
+T6.
cost/price, quality, time, ! market relationships (capability for integration] |
flexibility, diversity of the service portfolio m +T6.2 — preparedness (trust towards the employees,
] ] ,
| | sector spedfic IT stakeholders trl.ist, management style),
+ T 4.2 {at present] development organizational capghilities (growth strategy,
achuisition)
-T6.3
+T5.1
T2
+T13
. L. .
=) CAPABILITIES =
L 4

Fig. 6.: The way operational success factors affect and relate to the competitiveness of Hungarian logistics companies

Source: own research, 2014

26



Investigating the influence of operational success factors and strategy choice on the effectiveness of logistics
service provider companies

4. CONCLUSIONS, RECOMMENDATIONS

The results of the research carried out among the Hungarian logistics service providers have
proven that increased inner-company trust levels (trust towards the employees) has a positive
influence on the earnings before taxes of these firms (T1). Further, it has also been shown that
from among the factors determining the performance perceived by the customer (time factor =
flexibility) stakeholders’ trust is decisive for flexibility as well (T3). The assumptions

formulated within the ‘trust’ hypothesis group have partially been proven, i.e.:

T1: Regarding the Hungarian logistics companies, higher inner-company trust (trust
towards the employees) supports a positive change in the earnings before taxes of a
company. As a conclusion it can be stated that it is worth trying to increase the trust level of
the employees of the investigated logistics providers, as it has a direct effect on the positive
change in the earnings before taxes of the company. It can be recommended to use
management tools (sharing tasks, delegation, announcing an open door programme etc.)
which help increase the trust level of the employees towards the company through the top

manager.

T2: Regarding the Hungarian logistics companies, the extreme (very low or very high)
values of flexibility entail lower general inner-company trust, while in case of companies
with average flexibility this inner-company trust is higher. From these it can be
concluded, that the extreme trust values go presumably hand in hand with company size as
well. This means that companies with few employees show a high level of flexibility, as they
can provide this flexibility every day thanks to the owners still present in the day to day work,
and also owing to an enthusiastic, small workforce. While very low levels of flexibility might
be displayed by companies with bigger labour force. Due to their level of development and
culture, medium sized companies dispose of a higher trust level. It can be recommended that
while searching for the right company size, the leaders of the Hungarian logistics service
providers shall determine the efficient company size characteristic of service provider firms
by continuous monitoring, safeguarding (and perhaps further boosting) of inner-company trust

(trust towards the employees) (Heidrich, 2006).
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T3: Regarding the Hungarian logistics companies, higher stakeholders’ trust results in
higher flexibility. As a consequence it can be stated that striving for partnership and ‘thinking
together’ within the relationship of the consignor and the logistics provider entails better
communication and closer cooperation, which generally yields a win-win situation. The extent
of communication, good performance, fulfilling expectations, availability, adhering to the
terms of payment all contribute to the trust evolving between the partners. In the course of
creating this higher trust level, the partners gain comprehensive information about the
activities and procedures of each other. This ‘specific knowledge’ (deeper knowledge of each
other), and the timeliness of information provides a high level of flexibility of the
relationship. Hungarian logistics service providers can be advised that while striving towards
a partnership with consignors and subcontractors, it might be useful for them to gain a ‘deeper
knowledge’ about each other (in the course of which higher trust levels are also attained),
because the fourth from among the factors, timeliness, contributing to higher
performance perceived by the customer, facilitates a higher level of flexibility that can
be achieved by the provider.

It is interesting to note, that an investigation into the relationship between the management
styles and financial results was also carried out while proving HP3. The result is surprising:
the averages (deviations) of the performance indicators intersected by management styles do
not show a significant difference between the groups. Briefly this means, that an unambiguous
relationship between the style of the leaders of the investigated logistics service providers and
the financial results of the companies that have participated in the research cannot be
established, and following consequences cannot be drawn. However, as a new initiative, we
can draw the attention of the HR directors of the Hungarian logistics companies to the

statement above, and to the peculiarity (and importance) of such an approach to selection.

The following hypothesis have been investigated and partially proven, and, instead of theses,
the subsequent essential statements have been formulated, in the course of processing the
history of development of the Hungarian logistics service providers and the features of their

different categories.
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Between the profitability based diversity of the service portfolio and the changes of the

earnings before taxes of the Hungarian logistics companies:

- There is no significant relationship from 2004 to 2005,

- There is a positive relationship: the higher the profitability based diversity of the service
portfolio, the more have the earnings before taxes increased from 2007 to 2008,

- There is a negative relationship: the higher the profitability based diversity of the service

portfolio, the more have the earnings before taxes decreased from 2011 to 2012.

Referring to the statements above, from the empirical research results of hypothesis 4.1 no
thesis level conclusion can be drawn. This might mean that the research results covering the
last few years are very much contrary to the relevant trends witnessed by Hungarian logistics
companies, their generally accepted development efforts and the responses given by the
service provider to the high complexity demand of the customer. Thus, it seems reasonable to
annually re-design the service portfolio (supervising the services provided and their
profitability), and also to enable specialization, since the hypothesis above urges them to
consider strategies in the future which are contrary to market trends and the high complexity

demands of the customer.

T4.2: Regarding the Hungarian logistics companies, there is a positive relationship
between the profitability based diversity of the service portfolio and flexibility: the more
diverse the service portfolio, the more flexible is the company. This thesis can be stated as
based on the flexibility of the companies determined at the time of the survey, and on the
‘present’ data of the service portfolio. As a conclusion, it can be declared that a diverse
portfolio can not only provide flexibility as a competitive advantage, but safety, alternative
solutions (interoperability, exchangeability, compatibility of the services) as well. Hence, it
may also contribute to a decrease in the business risks of the Hungarian logistics service
provider. Although this might negatively influence profitability in certain years (T4.1), but it
has improved flexibility in the year of the survey. The Hungarian logistics providers could be
advised to take into account during the development of their service portfolio not only the
profitability of certain, individual activities, but also the profitability of the complex service
package, searching for the profitability optimum of the company, while also maintaining their
level of flexibility.
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The research results and theses yielded by investigating hypotheses HP5.1 and HP5.2 convey
important new information to the leaders of the Hungarian logistics companies wanting to
develop adequate business strategies and appropriate future business efforts. From among the
alternative methods of development, it is the effectiveness of acquisition, which is
investigated by hypothesis and thesis 5.1, as contrasted with organic growth. T5.1:
Regarding the Hungarian logistics companies, companies following acquisition based
growth strategies reach significantly higher revenues than the companies with organic
growth strategies. From this, the following can be concluded: if increasing the revenues is
the utmost reason for the development of the Hungarian logistics companies, then this can be
reached best by acquisition. Nevertheless, this is not true for the earnings before taxes. Thus,
growth is expensive, independently of whether the company grows by acquisition or
organically, growth is to be financed (most of the time, from the results produced). As based
on the interviews with leading logistics experts, the future pace of logistics market
concentration will be determined by the market expansion of the logistics segment induced by
the Hungarian producing/manufacturing companies. This will also have an influence on the
market balance of organic growth and growth by acquisition. Hungarian logistics providers
can be advised the following: if, due to their organic development, they grow above the rate
of the market average (Bank, 2010), 5-7%, then it is worth adhering to this strategy (its risks
being lower). However, if performance is below the average and/or management has initiated
a more intensive growth strategy, perhaps also due to customer demand, or if it has to provide
new services (the competences for which not being available within the existing structure),
then, after adequate preparation, it is worth to buy other firms for the sake of development. It
is recommended to use the services of external experts to prepare and carry out the acquisition

efforts.

Hypothesis and thesis 5.2 looks into the effectiveness of mid-term growth strategy. T5.2:
Hungarian logistics companies operate more effectively if they have a growth strategy
(independently of its time horizon). This claim is only valid for those companies who
have not been able to grow recently (i.e. have not been able to increase their revenues).
This means that a time independent growth strategy developed by the leader of the Hungarian

logistics company contributes to the company becoming more profitable.
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As a consequence it can be stated, that developing a growth strategy within the company and
having it accepted acts already as a self-fulfilling prophecy, as the employees and the
managers believe in growth together, and they want to make it happen (independently of its
time horizon). In this case, the given scenario comes true (partially or as a whole) more
profitably, than in case of those who do not believe in growth, or (at least) do not have a
growth strategy. Hungarian logistics companies can be recommended to develop and follow a
realistic growth strategy, because, as based on the research results and the statements from the
literature, along these strategies, they can be expected to operate more effectively also in the
future. The results from the experiments of Taleb (2012) into human behaviour also back up
this recommendation, like the psychological mechanism of anchoring and the conformance to

a reference point.

Research carried out to prove HP6.1 and HP.6.2 has proven that sector specific IT
development at the logistics service providers has a positive influence on the revenues and
earnings before taxes of the companies, just as well as on their supply chain integration. T6.1:
The revenues and earnings before taxes of Hungarian logistics companies depend on the
sector specific IT developments at the firm. As based on my research, it can be seen that,
from the point of view of financial effectiveness, the financial investments into informatics
can be expected to secure more reliable returns and more profitable operations of the
Hungarian logistics service provider companies. As a guideline it can be stated, that sector
specific IT investments will remain important in the future as well; introducing and applying
the best technologies might provide competitive advantage and higher financial results for the
Hungarian logistics service provider companies. T6.2: The degree of supply chain
integration of the Hungarian logistics service providers depends on the sector specific IT
developments at the firm: companies with higher sector specific IT development are
more integrated into the supply chain. As a consequence it can be stated, that the services
made available and offered by sector specific IT investments represent themselves as services
overarching the borders of the logistics provider, and provide adequate process efficiency
support to the members of the supply chain. Process integration of the logistics provider may
be better realized via the ‘common’ IT usage, especially, if the integration capability of the

provider is high (e.g. partner is member of several organisations and clusters).
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As a proposal, the guidance inherent in thesis T6.1 can be accepted by stating that sector
specific IT investments will be important as well, and beyond the financial results,
introducing and applying the best technologies provide a competitive advantage and a higher
level of integration for the Hungarian logistics service provider companies. Having examined
hypotheses 6.1, 6.2 and 6.3 and consolidating the results, the following consolidated thesis
can be formulated: T6: The revenues, earnings before taxes and level of supply chain
integration of Hungarian logistic service providers depends on the sector specific IT
development within the company. However, these improvements do not affect the

flexibility of the firms.

It can be concluded, that sector specific IT developments have a positive influence mainly on
financial effectiveness and integration, and not on the flexibility of the companies. This may
also indicate that sector specific IT investments improve process efficiency and service
quality, while they do not enhance the responsiveness of the service provider expected by the
customer, i.e. flexibility. This may primarily be due to company size, as those companies,
which have invested in sector specific IT technology may be supposed to be bigger than
those, who have not. Hungarian logistics service providers may be recommended not to
expect the improvement of their flexibility from sector specific or any kind of IT
development, but more from the behaviour of their employees and from the stakeholders’

trust created by the top manager (T3).

Operational success factors can be summarized and prioritized as follows: first is trust,
second is sector specific IT development, third is strategy choice, while the fourth is the
profitability based diversity of the service portfolio. Their priorities, the order of their
improvement and the extent of the relevant resources may have a significant influence
on the development of the factors (like flexibility) determining the competitiveness of the

Hungarian logistics service providers.
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Relying on the results from the dissertation and incorporating further literature, additional,
extensive research can be carried out in the target group, e.g. by looking for new success
factors. By further developing the research methodology, additional and more detailed results
can be obtained from the data available, or — as a novel research area — the (comparative)
analysis of the logistics service providers active in neighbouring countries may also contribute
with new results to facilitate a better understanding of the target field (the given research
area). The results of the dissertation are useful for experts in the field as well, and thanks to
the publications they are available to them in a language understandable for managers of
practical orientation. The consequences convey important information to the managers of the
Hungarian logistics service providers — negating the statement of Taleb, who says that ... free
market is working not because it rewards and encourages expert knowledge, but because it
enables citizens to try their luck and to move forward using the »trial and error« method. Thus
the winning strategy is to try as much as possible ...” (2012, 21. 0.). The scientific results
support the managers of the Hungarian logistics service providers in making the best possible
decisions for the future.

The scientific results of the dissertation will be incorporated into the curricula of the
Hungarian higher education (College of Szolnok, courses: International Logistics and
International Forwarding and Shipping). Furthermore, some of its statements will be
integrated into the material issued to the students in a printed form as part of the college
lecture notes in 2014 (in the lecture notes to be published in spring at the Budapest Business
School: Horvath — Karmazin, National and international forwarding and shipping, planned

editor and publisher: Akadémia Konyvkiado).
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