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ABSTRACT

DYNAMICS OF CONFLICTS IN MULTI-ACTOR LOGISTICS
SERVICE NETWORKS

Ozcan, Seda

Ph.D. Program in Business Administration

Advisor: Prof. Dr. Bengii Sevil OFLAC

June, 2023

The dynamic complexities in logistics networks brought a set of challenges for
logistics actors. In such an environment, providing a balance between the diverse
interests of business partners and identifying common working objectives have
become difficult. As such, conflicts among companies in the supply chains have
become inevitable and it has a common occurrence. A conflict literally refers to the
case when one business partner perceives the other as an obstacle to achieving their
goals (Wall and Callister, 1995). In this regard, identifying the sources of conflict is
evaluated as the starting point of managing conflict and it allows the deployment of
proper interventions to produce functional outcomes (Kumar and van Dissel, 1996).
Within this context, this study provides comprehension for the notion of conflict and
how it is resolved in the multi-actor logistics industry where dynamic complexities
pose challenges to network actors especially during the Covid-19 pandemic and post
Covid-19 pandemic process. Theoretically, as conflict dynamics remains largely

underdeveloped and little understood within the organizational context (Mikkelsen



and Clegg, 2017), the research reveals conflict dynamics that have previously gone
unnoticed in supply chain conflicts in terms of methodology, and answers to calls for
more in-depth in both the supply chain and operations management literature. In
similar line, due to the complexity of conflict and how to resolve it, this study aspires
to give managers a more nuanced picture of conflict in practice and helps managers
better grasp these issues, which is important for the success of their business

partnerships.

Keywords: Dynamics of conflicts, multi-actor, logistics service network, conflict,

resolution mechanisms



OZET

COK AKTORLU LOJISTIK HIZMET AGLARINDA CATISMA
DINAMIKLERI

Ozcan, Seda

Isletme Doktora Programi
Tez Danigmani: Prof. Dr. Bengii Sevil OFLAC
Haziran, 2023

Lojistik aglardaki dinamik karmasikliklar, lojistik aktorler igin bir dizi zorluk
getirmis, ve boOyle bir ortamda, is ortaklarinin farkli ¢ikarlart arasinda denge
saglamak ve ortak c¢alisma hedefleri belirlemek zorlagsmistir. Bu durum tedarik
zincirlerinde yer alan sirketler arasindaki catismalar1 kaginilmaz hale getirmistir.
Catisma, kelimenin tam anlamiyla, bir is ortaginin digerini hedeflerine ulagsmada bir
engel olarak algilamasi durumu ifade eder (Wall ve Callister, 1995). Bu baglamda,
catisma kaynaklarinin belirlenmesi, ¢atisma yoOnetiminin baslangi¢ noktasi olarak
degerlendirilir ve islevsel sonuglar iiretmek icin uygun miidahalelerin
konuslandirilmasina olanak tanir (Kumar ve van Dissel, 1996). Bu baglamda bu
calisma, dinamik karmasikliklarin ozellikle Covid-19 pandemisi ve Covid-19
pandemisi sonrasi siirecte ag aktorlerine zorluk teskil ettigi ¢ok aktorlii lojistik
endiistrisinde c¢atigma kavraminin ve bunun nasil ¢6ziildiiglinlin anlagilmasin
saglamaktadir. Teorik olarak, ¢atisma dinamikleri biliylik Slgiide gelismemis ve

orgiitsel baglamda ¢ok az anlasilmis oldugundan (Mikkelsen ve Clegg, 2017),

Vi



arastirma, metodoloji acisindan tedarik zinciri c¢atigmalarinda daha once fark
edilmeyen catisma dinamiklerini ortaya koymaktadir ve hem tedarik zinciri hem de
operasyon yonetimi literatliriinde daha derinlemesine bir i¢ gorii sunmaktadir. Benzer
sekilde, bu calisma, catismanin karmasikligt ve nasil c¢oziilecegine iliskin,
yoneticilere uygulamada ¢atigmanin daha incelikli bir resmini vermeyi ve
yoneticilerin hem kendi hem de is ortakliklarinin basarisi igin 6nemli olan bu

sorunlar1 daha i1yi kavramalarina yardimci olmay1 amaglamaktadir.

Anahtar Kelimeler: Catisma dinamikleri, ¢oklu aktor, lojistik hizmet agi1, catisma,

¢Ozlim mekanizmalari
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CHAPTER 1: INTRODUCTION

1.1. Introduction to the Research

Business-to-business (B2B) interactions are recognized as a source of competitive
advantage (McCormack, 2003; Appio and Lacoste, 2019) due to operational
flexibility, cost savings, supply chain synchronization and encourage continuity
benefits (Pavlou, 2002; Omar et al., 2012; Sun et al., 2014). However, these
interactions are not just marked by collaborative actions, but also by episodes of
conflict and tensions which can result in either positive or negative relational
changes (Lonnberg, Macanovic and Pettersson, 2016; Chai et al., 2020). Although
conflict may increase commitments, the efficiency of learning processes, and the
amount of co-created value and strengths in business relationships (Vaaland and
Hakansson, 2003; Mele, 2011), it may also lower satisfaction and trust, reduce total
profits (Dabholkar, Johnston and Cathey, 1994; Samiee, 2008), and ultimately result
in the breakdown of a relationship (Vaaland, 2006; Lee, Yi, and Son, 2020).
Considering real-life B2B examples, in the 2016 controversy between Nestle and
Tesco, Nestle raised wholesale prices on certain items, resulting in a pricing and
profit margin dispute with Tesco. Then, Tesco temporarily removed Nestle items
from its shelves, which reduced income for both companies, harmed their business
relationship, and necessitated negotiations to settle the pricing disagreement
(Reuters, 2016). We see similar pricing conflicts among other companies at various
times (e.g. Walmart and Procter and Gamble in 2014; Volkswagen and its trucking
suppliers in 2017, Walmart and Coca-Cola in 2019). In a recent example, Boeing has
once again halted deliveries of its 787 Dreamliners due to what it calls “an analysis
error” by one of its suppliers and the problems were mainly about quality control
during its assembly process. The conflicts caused significant cost overruns, and
reputational damage for Boeing, and the company had to address supply chain issues,
seek alternative suppliers, and make extensive modifications to the Dreamliner
program (Wolfsteller, 2023).

Within the context of the supply chain, a number of studies examined the notion of
conflict in various contexts including competition or conflict between individual or

corporate entities in supplier and vendor relations, partnerships/alliances, and JIT



programs (e.g. Wilkinson, 1981; Brown, Lusch and Smith, 1991; Skjott-Larsen et al.,
2007). In a similar line, Pondy (1967) takes a very comprehensive view that allows
for investigating conflict between departments or even entire firms and facilitates the
attempt to take a dynamic approach for analyzing inter-firm boundaries in supply
chains which are of major significance within inter-organizational research. Due to
the numerous relationships involved, inter-organizational conflicts by definition arise
between groups of people that range in size and complexity (Lengers, Dant, and
Meiseberg, 2015). Considering the duality in conflict outcomes, scholars have also
investigated the nature of conflict and the conflict resolution process as two separate
factors that impact conflict outcomes for the involved parties.

Although previous research on intra-organizational and inter-organizational conflict
including evolution and management, garnered a lot of attention, theory mostly
concentrated on buyer-supplier relationships. In this regard, we build on earlier
conflict research and consider the theories related to this which openly address the
process of conflict in order to provide a better knowledge of its complexities and
dynamic nature, especially during the Covid-19 pandemic and post-Covid-19
pandemic process by considering multiple logistics actors in the logistics service
network by adopting a qualitative semi-structured interview methodology which is
enriched with a critical incident technique method. Besides, as it is stated in the
conflict research, power and criticality are essential contextual elements in conflict
management (e.g. Thomas, 1978; Callanan, Benzing and Perri, 2006). However, they
are not addressed together in a way to reveal their role in conflict dynamics within
the multi-actor context. In this regard, we tried to reveal the role of these contextual
variables in the conflict handling strategies within the scope of conflict dynamics and
support the first study, by adopting the experimental method which allows a studying
the impact of beliefs, norms, opinions, or values on actual behavior through a causal
relationship particularly when dealing with sensitive or socially controversial issues
(Lumineau, Eckerd and Handley, 2015). Although qualitative data provided us with
rich and in-depth insights into the dynamics of conflict phenomena, we did not
capture the two complex, context-specific factors easily by observation and
interviews alone, we complemented our qualitative findings with quantitative data,
through surveys and statistical analysis in a way to corroborate our qualitative

findings. In the end, we aim to provide a more comprehensive understanding of the
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dynamics of conflict phenomena under investigation. In this regard, we employed a
sequential mixed methods design, where we initially collect and analyze qualitative
data through abductive reasoning with a grounded theory approach, followed by
quantitative data collection and analysis. This sequential approach allowed us for the
validation and expansion of initial qualitative findings through the quantitative phase
as we used multiple sources, methods, or perspectives to examine a phenomenon: (1)
qualitative data (e.g. interviews, observations) and (2) quantitative data (e.g. surveys,
statistical analysis) which are collected and analyzed concurrently. By triangulating
data from different sources, we believe we enhanced our findings' validity and

increased confidence in the results.

1.2. Purpose of the Study

Although scholars have come to recognize that conflict is a process rather than an
event, the precise nature of conflict dynamics is still unknown. This study
investigates the dynamics of conflict within the context of the multi-actor logistics
service network by offering a more comprehensive picture of how conflict and its
resolution emerge through time as a process by incorporating the effect of during and
post Covid-19 pandemic process. In this journey, we examined the different types of
conflicts, their constructive and destructive outcomes, dynamic capabilities for
handling conflicts, bifurcation and transformation of the conflicts, and level-based
resolution mechanisms. The following goals and objectives were established for this
study: (1) To investigate the conflicts in the supply chain and logistics service
network specifically by conducting a thorough systematic literature review which
allows us to map out the current status of the literature on conflicts, and identify
research gaps that need to be addressed. (2) To understand the dynamics of conflicts
during the conflict episode in the multi-actor logistics networks (3) To reveal the
importance of contextual factors like power and criticality in determining conflict
handling strategies of the business partners. Based on our objectives, six research

questions are formulated as follows:

RQ1) What are the emerging conflicting paradigms in the domain of ‘multi-
actor logistics service networks recently?
RQ2) What are the probable destructive and constructive effects of channel

conflicts in the logistics service network?

3



RQ3) What are the changing dynamics of conflicts in the logistics service
network?

RQ4) What are the dynamic capabilities of logistics service actors to deal
with conflicts?

RQ5) What are the level-based resolution strategies (e.g. latent, perceived,
felt, manifest, aftermath) of logistics service actors to deal with conflicts?
RQ6) How do criticality and power as contextual factors influence the

preference of conflict handling strategies?

1.3. Significance of the Study

Conflict is the central process of social life, and that the social structure is the actors'
interactive mode, which is produced and lasted in the process of actors' constant
creation and re-creation (Collins, 1975). Due to the cross-functional nature of
logistics tasks and the cross-organizational structure of the majority of logistics
chains, examining business dynamics is of vital importance in terms of its impacts on
the logistics service network as well as comprehending the macrostructure of the
logistics service networks (Thiell and Hernandez, 2010). As the integrated networks,
including different relationships and interactions, are the primary factor in the
logistics integrated services (Wang and Kang, 2015), we offer different insights
regarding the dynamics of the logistics service networks by introducing conflict
sources, conflict outcomes, dynamic capabilities for handling conflicts, conflict
transformation and conflict bifurcations (conflict in resolution process), especially

during the Covid-19 pandemic process in this thesis.

Apart from these, investigating contextual variables such as criticality and power in
conflicts is important for understanding the behaviors of partners in logistics
networks because these variables significantly influence the dynamics and outcomes
of conflicts within the network. In the literature, it is seen that criticality and power
as situational variables are not extensively discussed and the studies addressing these
contextual variables did not examine these two variables together in supply chains. In
this study, we address criticality with its underlying ideas related to the importance,
urgency, and mobilizing potential of certain issues or events that are consistent with
conflict theory. As power imbalances play a significant role in shaping conflicts and

interactions among actors, we address actor power in accordance with conflict
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theory. The examination of these concepts as situational variables helps to explain
why conflicts emerge around specific issues and how they shape dynamics as well as
organizational behaviors in logistics service networks. Additionally, in order to
capture the complexity and nuances of real-world logistics networks entirely, we
provide a more comprehensive understanding of partner behaviors in logistics
networks by presenting a multi-method approach considering the post Covid-19

pandemic effects in this thesis.

1.4. Outline of the Study

In this thesis, a systematic literature review of supply chain conflicts was reviewed
first. Herein, due to the gap found in this part directed us to employ another
systematic literature review specifically in logistics service networks (LSN). Then, as
we have found that lack of mixed research in LSN, we adopted a mixed study and
started our process by applying qualitative semi-structured interviews. In order to
increase the richness and depth of the study, we used the critical incident technique
here. Afterwards, we adopted a quantitative scenario-based between-subject
experimental design based on the findings of the qualitative interviews found in the
previous step. In this context, scenarios were created based on the real-life practices.
Lastly, we attempt to provide a comprehensive picture of how conflicts and their

dynamics emerge through time as a process.

By basing on the research flow explained in detail in the abovementioned text,
Chapter 1 provides an initial overview of the thesis by offering an introduction, the
purpose and, the significance of the study, and the thesis structure outline.

In Chapter 2, we provide a literature overview of conflicts by pointing out
definitions, antecedents/determinants, causes/sources, stages, prevention, and
resolution of conflicts.

In Chapter 3, we provide a systematic literature review of conflicts in the supply
chains and another systematic literature review for the logistics industry specifically.

In Chapter 4, we present a related theoretical framework as stated in the literature in
order to better comprehend the characteristics and dynamics of the conflicts.

In Chapter 5, we introduce the detailed methodology of our qualitative research by
explaining our research approach, research quality, the context of the study and

selection of the interview partners, data collection, and data analysis.



In Chapter 6, we demonstrate findings related to sources of conflicts, level-based
resolution mechanisms, the outcome of conflicts, dynamic capabilities for handling
conflicts, conflicts in the resolution process, and the transformation of conflicts.

In Chapter 7, we explain the quantitative methodology, the analysis, and the findings
of the quantitative study.

In Chapter 8, the conclusion part involves the theoretical and managerial impacts as

well as the limitation and future research directions.



CHAPTER 2: OVERVIEW OF CONFLICTS IN SUPPLY CHAINS

This chapter highlights the definition and dynamics of supply chain conflicts by
referring to the causes, stages, and outcomes of conflicts. This chapter also addresses

the prevention of conflicts and the resolution approaches for the realized conflicts.

2.1. Definition and Dynamics of Supply Chain Conflicts

Conflict has long been researched by scholars from different disciplines. Some
concepts along with conflict such as competition, antagonism, opposition,
disagreements, and dispute (John and Prasad, 2012) create a multitude of interfering
definitions of conflict and hence these concepts are often used in conjunction with
each other (Boulding, 1957; Strauss, 1964). As stated by Etgar (1979, p.61), channel

(13

conflict occurs “when a component (channel member) perceives the behavior of
another component to be impeding the attainment of its goals or the effective
performance of its instrumental behavior patterns”. Many conflict definitions like
this one, presumed that all conflict situations include competition and competing
interests (Aubert, 1963). Accordingly, conflict heightens the significance of
individuals' interests and reduces collective action, increasing competitiveness
(Semerci, 2019). In this regard, the idea of conflict has always been thought of

negatively, with competitive tactics being employed (Walton and Dutton, 1969).

It is also ascertained that even when participants are not directly competing or have
no competing interests, they can experience conflict. Based on this, conflicts can also
arise from the attempts to coordinate and cooperate among individuals working
together in the form of dissensus (Aubert, 1963; Thomas, 1976; Kabanoff, 1985). In
this sense, many researchers went beyond these discussions and tried to define the
concept of conflict. The other definitions of conflict are also shown in the table
below (Table 1). Both definitions share two fundamental elements: (1) conflict is a
process that involves two or more sides who interact over time and (2) conflict arises

when one side thinks the other's interests are in opposition to its own.



Table 1. Definition of Supply Chain Conflicts

Definition of supply chain conflict

Reference

"the identification by one party of any activity in which the behavior of
another party blocks, impedes, injures, or is in opposition to the behavior of

another"

Deutsch (1969, p.3)

“a social relationship between two or more parties (persons, groups, or
empirically distinguishable entities) in which at least one of the parties
perceives the other as an adversary engaging in behaviors designed to
destray, injure, thwart, or gain scarce resources at the expense of the

perceiver”

Rosenberg and Stern
(1970, p.41)

“...is opponent-centered, based on incompatibility of goals, aims, or values
of opposing firms, direct and personal, and the opponent or opposing firm

is perceived to have some control over goals desired by both parties.”

Eliashberg and Michie
(1984, p.77)

'the process which begins when one party perceives that another has

frustrated, or is about to frustrate, some concern of his.”

Thomas (19923, p.265)

“...at least one of the parties feels it is being obstructed or irritated by the

other”

Van de Vliert (1998,
p.351)

“the process that begins when an individual or group perceives differences
and opposition between itself and another individual or group about

interests and resources, beliefs, values or practices that matter to them.”

De Dreu and Gelfand
(2008, p.6)

“..a disagreement between two or more individuals or groups with each

individual or group trying to gain acceptance of its view over others.”

Thakore (2013, p.7)

“...a “dynamic process” whereby at least one organizational agent feels,

perceives, or behaves in opposition toward another organizational agent.”

McCarter et al. (2016,
p-3)

“..arises in a situation when one’s values and expectations are at
variance with that of another and thus makes them at war with one

another.”

Opeyemi and Ajeh
(2020, p.84).

Based on a Rosenberg and Stern-proposed descriptive model (1970), conflict

involves four stages: (1) the development of conflict-causing factors, (2) the stage of

channel members' conflict-filled reactions, and (3) conflict outcomes in the form of

member businesses' performance results, (4) conflict resolution actions. In this

regard, the initial focus of conflict research in this chapter will revolve around

understanding the nature of the conflict phenomenon in parallel with these

aforementioned four dimensions.




2.2. Antecedents and the Causes of Channel Conflicts

2.2.1. Antecedents/Determinants of the Channel Conflicts

Antecedents are conditions that exist prior to the actual emergence of conflict
(Iniesta, 1999). The main antecedent or pre-existing conditions for conflicts are
interdependence, relative power, and diversity in goals, perceptions, and domains
(Pondy, 1966; Anderson and Weitz 1989; Griffin, 1990; Krafft et al., 2015).
Considering the interdependence, Miles and Snow (1992) predict the emergence of
conflict between at least two or more interdependent groups or organizations that
have not agreed to engage in ongoing cooperative business exchanges for an
extended period of time. Similarly, Bateman and Scott (1999) contend that an
organization's intricate web of interdependencies offers countless opportunities for
group conflicts to manifest. The amount of dependency in this context refers to the
groups functioning independently, where the organization's overall performance
depends on the joint efforts of all the groups. such as mutual assistance, information
sharing, adherence to rules, regulations, and norms, performance feedback, and other
actions that allow the groups to coordinate their respective activities (Patterson,
1999).

The second antecedent condition for conflict is relative power. It is defined as the
capacity to influence another person's behavior (Gaski, 1984). If there is undoubtedly
a power imbalance, any conflict between the two groups will favor the side with
relatively greater power. As Kabanoff (1985) stated, understanding power and how it
is distributed within individuals and organizations is necessary for understanding
conflict. The most common and important sources of power are stated as reward,
coercive, legitimate, expert, and referent (Lusch, 1976). Lusch concludes that
coercive sources of power, involving potential punishment in which individuals
begrudgingly yield power to another, increase conflict in the channel, while non-

coercive forms of power promote conflict in the channel.

The third condition which is necessary for the evolution of conflict is diversity. The
differences or disagreements that arise between groups or organizations as a result of

competition or varying goals and objectives are referred to as diversity (Miles and
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Snow, 1992). Conflict is more likely to happen in a strategic long-term collaborative
relationship if the parties' goals are not highly congruent or otherwise compatible
with each other. Disagreements between groups and organizations can also occur as a
result of domain dissensus and perceptual incongruence. A domain is a group of
expectations about what an organization will or will not accomplish. It also paints a
picture of the organization's place in a wider system and acts as a roadmap for
specific actions (Thompson, 2003). In the context of distribution channels, four
conflicting domain elements are introduced by Stern, El-Ansary and Coughlan
(1996): the market to be serviced, the area to cover, the function of each channel
participant, and the technology to be used. In terms of perceptual differences, when
partners have different perceptions of reality in different areas (e.g. price, delivery,
product quality, service flexibility), they take dissimilar actions as a reaction to the

same circumstance, resulting in conflict (Duarte and Davies, 2003).

Apart from the abovementioned main antecedents (interdependence, power, and
diversity), characteristics of the conflict issues (e.g. complexity) and the relationship
(e.g. dependence, trust, relational norms, and frequency of contact, empathy, culture,
communication behaviors, coordination), the personalities of the members (e.g.
stress, autonomy seeking, self-esteem) (Reid et al., 2004; Del Mar Benavides-
Espinosa and Ribeiro-Soriano, 2014). Lastly, the type of structural mechanisms in
place within the relationship (e.g. bureaucratization and organizational integration,
control), and the attributes of the external environment (e.g. uncertainty, limited
resources, and capacities) are acknowledged as another commonly cited antecedent

of conflicts in supply chains (Grewal et al., 2013; Hwang and Chung, 2018).

2.2.2. Causes/Sources of the Channel Conflicts

Regarding causes of conflicts, the categories in the literature are mainly formed as
economic, operational, sustainability, and relationship conflicts within the supply
chain context.

Economic conflict is defined as channel member A's adverse response to a downturn
in the economy, such as a profit or loss from its partner B (Yu and Pysarchik, 2002).
In the literature, it is seen that these conflicts are pricing and profit allotment issues
related to the allocation of resources, inventory issues, channel encroachments, and

channel incentives (Biyalogorsky and Koenigsberg, 2010; Ding, Guo and Liu, 2011;
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Huang et al., 2011; Yan, 2011; Ozer, Zheng and Ren, 2014; Arya et al., 2015;
Amrouche and Yan, 2016; Shi and Ma, 2016; Scavarda, Seok and Nof, 2017,
Scheele, Thonemann and Slikker, 2018; Mantino and Forcina, 2018; Biswas and
Awvittathur, 2019; Li et al., 2019; Zhang, Qu and He, 2019).

In terms of profit allotment, Ding, Guo and Liu (2011) and Yan (2011) addressed
profit-sharing dichotomies between manufacturers and retailers which create interest
conflict between partners. Associated with the allocation of resources, Scavarda,
Seok and Nof (2017) considered resource distribution conflict stemming from
inefficient coordination of the movement of information, materials, and resources
inside and among a growing number of network participants including
manufacturing plants, distribution centers, cross-docking stations, and customers. In
a similar vein, Mantino and Forcina (2018) mentioned competition for resource
allocation as well as discrepancies between producers and processors in the tomato
supply chain. Regarding decisions related to the pricing and inventory/order levels,
Biswas and Avittathur (2019) addressed simultaneous price and inventory conflict
between the supplier and buyer in a single supplier multiple buyers (retailers)
network which results in inefficient overall supply chain performance. Likewise,
Zhang, Qu and He (2019) examined new energy products in detail and stated that the
market size is relatively small, production and marketing investments are out of
balance, and each business must deal with its own demand for this product, all of
which lead to a pricing conflict between manufacturers and retailers. Pertaining to
the channel encroachments, manufacturers’ adoption of direct selling strategy as well
as traditional selling threat traditional retailers' profit (Amrouche and Yan, 2016),
breaks the retailer's channel monopoly (Li et al., 2019) and have a disastrous impact
on the structures of product demand (Shi and Ma, 2016) by creating serious channel
competition and conflict between these partners. Lastly, for the channel incentives
specifically, Biyalogorsky and Koenigsberg (2010) pointed out the misalignment of
incentives and ownership under high levels of uncertainty between manufacturers
and retailers. Additionally, Huang et al. (2011) addressed that retailers frequently
receive a full credit from suppliers for returns, thus they may not be sufficiently
motivated to maximize supply chain profits. This leads to a dispute between the
supplier and the retailer over how much effort is necessary to eliminate false failure

returns. Also, Arya et al. (2015) discussed self-interested decision-making involving
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a retailer and a manufacturer, in which incentive misalignment results in conflicts
related to investment and production inefficiencies. They introduced that basic cost-
based contracts can result in an integrated solution, but only when a middleman is
involved and disintegration is removed between these parties. Lastly, it is also found
that incentive conflicts occur due to sharing forecast information between parties
(Ozer, Zheng and Ren, 2014; Scheele, Thonemann and Slikker, 2018). For instance,
a downstream supplier requests information from the retailer about demand forecasts
in order to schedule production, but the retailer has the incentive to tamper with
his/her projection in order to maintain a plentiful supply which results in incentive
conflict between parties.

Operational conflict arises when different logistical systems, procedures, and
standards operate in opposition to one another (for example, when there is a flow
between the various elements, rules, regulations, organizational principles, structures,
and sophisticated processes) (Ge, Chen and Li, 2010; Chen, Zhang and Zhou, 2019).
Examples of operational conflicts include late deliveries and missed payments, which
are directly related to production or financial performance (Eckerd and Eckerd,
2017). The more actors operating in a collaborative network, the more likely it is that

operational conflicts will arise (Shaiqg, Shaikh and Ahmed, 2015).

Operational conflicts include conflicting operational decisions related to efficiency
and utilization considerations, optimal order and shipment sizes, supply chain
strategies, performance evaluation of partners, and service levels and after-sales
service operations (Ge, Chen and Li, 2010; Wang, Wee and Tsao, 2010; Zhou,
Huang and Zhang, 2014, Li et al., 2016; Kuik et al., 2017; Nielsen and Saha, 2018;
Feng et al., 2019; Tang and Liao, 2021). In this regard, Nielsen and Saha (2018)
addressed efficiency and utilization considerations of operations by stating that
decisions on procurement in the presence of strategic inventory may lead to some
conflicting implementation issues for the distributors and retailers. In a similar vein,
Wang, Wee and Tsao (2010) embraced conflicts stemming from optimal order and
shipment sizes by referring to smaller lot sizes and replenishment quantities between
suppliers and buyers implementing a vendor-managed inventory approach. In regard
to the selection of appropriate strategies, Zhou, Huang and Zhang (2014) addressed

the postponement strategy used by manufacturing firms to achieve agility while
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keeping low inventory levels. From the standpoint of performance and quality
evaluations in operations, while Kuik et al. (2017) assessed the problematic
performance evaluation and recovery processes among actors, Matawale, Datta and
Mahapatra (2016) referred to the subjectivity of evaluation which creates conflict and
uncertainty for manufacturers and suppliers. Considering service levels, as both the
manufacturer and the retailer are eager to control the demand-enhancing service
themselves, Li et al. (2016) demonstrate a conflict in the choice of the service
channel. Similarly, Feng et al. (2019) addressed implementing trade-in strategies in
operational management to boost sales and encourage consumption across a variety
of channels, which could eventually result in more intense channel competition and
conflict between manufacturers and retailers. Lastly, Tang and Liao (2021)
demonstrated that both the manufacturer and the retailer would desire to handle the
trade-in operations, which would cause a conflict. Alternatively, they demonstrated
that both companies would prefer to be free riders rather than trade-in providers,

which would result in a prisoner's dilemma.

Sustainability conflicts stem from neglecting the principal adverse impact of business
decisions on sustainability factors, lack of compliance with the sustainability
requirements, and their conflict with interests in the business operations (Mezzanotte,
2022). These conflicts are mainly related to considerations regarding sustainability,
economic-operational outcomes of sustainability issues, and related strategic-level
decisions on supply chain transparency, sourcing, and applied regimes (Inghelbrecht,
Dessein and Van Huylenbroeck, 2014; Guarnieri, e Silva and Levino, 2016; Rebehy
et al., 2019; Zarei, Rasti-Barzoki and Moon, 2020; Karaosman et al., 2020). In terms
of sustainability and economic-operational outcomes, Guarnieri, e Silva and Levino
(2016) addressed conflicting viewpoints on initiatives regarding shared responsibility
for waste and neglecting the expenses incurred by these initiatives. Herein, some of
the partners in the supply chain (consultant, Non- Governmental Organization
(NGO) manager, and consumer) emphasize the necessity of putting reverse logistics
programs into place, creating infrastructure and reverse channels, as well as
promoting environmental awareness; some of them (manufacturer, retailer, and third-
party logistics service providers (3PRLP) were more focused on practical concerns,
such as economic viability, partnerships, and bureaucracy reduction. Similarly,

Rebehy et al. (2019) revealed possible conflicts among multi-stakeholders
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(government, logistics companies, cities) regarding the environmental and economic
interests in wherein the government must protect the environment and adhere to
global climate change agreements, resulting in the creation of legislation that
ultimately places a financial and administrative burden on companies and cities.
Inghelbrecht, Dessein and VVan Huylenbroeck (2014) addressed the significant degree
of dispute, disagreement, and complexity in strategic-level sustainability
considerations as it requires multi-stakeholder engagement in supply chains to reach
a consensus on a safe environment and public health. In a similar line, Chen, Zhang
and Zhou (2019) revealed that the buyer's disclosure of the identity of its supplier
could be conflictual with responsible sourcing, while Zarei, Rasti-Barzoki and Moon
(2020) looked into the relationship between responsible sourcing and partner conflict
that results from the buyer disclosing sustainability problems at supplier facilities.
Lastly, Karaosman et al. (2020) embraced the sustainability conflict among brand
owners, leather processors, accessory manufacturers, fabric, and garment
manufacturers. Due to the fact that specific chemicals are required to give the
finished leather product a good sensation and conform to luxury market criteria,

chemical elimination was challenging and caused conflict.

Relational conflict is described as friction and contention arising from the
relationships of the parties concerned (Harper and Nagel, 2014) and it is brought on
by opportunism and the unpredictability of interactions (Wei et al., 2021). The main
causes of these types of conflicts are related to collaboration issues, role and goal
conflicts, power practices of the partners, and information asymmetries characterized
by the opportunistic misrepresentation and manipulation of information along supply
chains (Cahill et al., 2010; Cheng, 2011; Cheng and Sheu, 2012; Han and Chuang,
2015; Cheng and Xiong, 2015; Murfield et al., 2016; Panchal et al., 2017). In this
context, Cahill et al. (2010) addressed interaction-collaboration conflicts in terms of
logistics outsourcing relationships. By pointing to the role of the partners, Murfield
et al. (2016) showed the detrimental effects of role conflict on the supplier's opinions
on the relationship and their interest in future business. Considering channel power
practices, Han and Chuang (2015) explored the power imposition of processors on
vertically linked farmers. Herein, farmers are forced to sell at processors’ offering
prices which aggravates the conflict between them. Similarly, Cheng and Xiong

(2015) mentioned the dominance of retailers who have bargaining power and the
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ability to open internet stores without taking manufacturers into account which

results in conflict at the end between these parties.

Regarding information asymmetries, Panchal et al. (2017) touched on the importance
of actors’ information elicitation in designing supply chain networks. Herein, the
rationality and self-centeredness of these actors cause information asymmetry in the
supply chain which ends up with supply channel conflicts. In a similar vein, Cheng
(2011) and Cheng and Sheu (2012) mentioned about opportunistic behavior of the
partners in which manufacturing firms are reluctant to share valuable capability or
resources due to regarding their partners (suppliers and subcontractors) as potential

competitors.

2.3. Stages of Conflicts

Conflict is widely viewed as a flow of events or a process by which an organization
moves from one stage of conflict to another. Before perceiving conflict or developing
hostile feelings, the conflict situation must first be made known to organizations or
channel members (Pondy, 1967). In particular, this procedure offers a method for
examining the internal and external circumstances that result in various conflict-
handling strategies and their effects (Thomas, 1992b). In this regard, Thomas
specifies a “frustration-conceptualization-behavior outcome” sequence in which
frustration occurs when one perceives that one’s goals, beliefs, and/or attitudes are
incongruent with those of another individual or group. After cognitive appraisal
(conceptualization) of what one perceives causes the level of frustration, the behavior
is selected for handling the conflict. The last stage of the process model is conflict

outcomes, which can lead to a satisfactory resolution or continued emotional distress.

Considering the conceptualization and categorization of the stage of conflicts, Raven
and Kruglanski (1970) address "manifest" and "underlying™” conflict. Herein, "overt
behaviors" allude to manifest conflict, whereas attraction, interest, and desire in
interpersonal relationships point to the underlying conflict. According to the other
subjectivists in the field, conflict only occurs at the manifest level. Based on the view
of objectivists, previously defined indicators (latent level) can be used to identify
potential incompatibility concerns, and the impression of incompatibility must be

tested through the actors' statements and actions in order to resolve conflict (manifest
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level) (Fossati, 1998). The most well-known model proposed by Pondy (1967)
describes the five-stage process of conflict (Figure 1):

(1) latent conflict: In this stage, discordance has not been recognized entirely or it is
lightly perceived. Three basic categories of latent conflict described by Pondy (1967)
are competition for limited resources, autonomy-driven motivations, and divergent
objectives. According to Coughlan et al. (2006), as each channel participant is a
unique company with a unique business philosophy, latent conflict is frequently

present in marketing channels, and enterprises may be unaware of its presence.

(2) perceived conflict: This is the phase in which all parties are explicitly aware of its
presence. Typical responses of the parties to the conflict at this stage include an
"ostrich™ approach, such as ignoring the conflict, hoping it will disappear, or
proactively addressing and resolving the cause of the conflict. Frazier and Rody
(1991) mention that perceived conflict is more likely to develop in a relationship
when parties feel there is some form of incompatibility, such as conflicting opinions,

perceptions, corporate policies, interests, or intentions.

(3) felt conflict: The presence of strong personal feelings (fear, anger, tension,
anxiety, etc.) are the main elements that distinguish this stage from the perceived
conflict. In this stage, negative effects of dysfunctional conflict begin to be
encountered and rivals attribute human traits and private motivations to channel
groups. When anger and feelings of injustice reach a point, management refuses to
make economically wise decisions and hurts their own firm in an effort to penalize

their channel competitors (Vaaland and Hakansson, 2003).

(4) manifest conflict: This stage is often demonstrated through openly aggressive
behavior by the parties like refusing to cooperate with the other group, verbal
confrontations, sabotage, and physical attacks. At this stage, one channel participant
would consciously obstruct another participant's achievement of their goal or remove
their support (Coughlan et al., 2006). Herein, it can be useful to engage in a "calm
down" period or provide a third-party intervention for groups to re-engage with each

other.
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(5) conflict aftermath: It is a precursor that acknowledges how the conflict is
resolved as indicative of future agreements. For example, if the conflict is resolved
satisfactorily on both sides, the basis for more cooperative relations in the future is
established and the likelihood of future conflict is reduced. Otherwise, future
relationships between the parties may blur or will be adversely affected. Winsor et al.
(2012) state that these conflicts also contain traces of the previous evident conflict
episode, which persist as lingering impressions of conflict, and in their study, they
attempted to understand how conflict's manifestation and aftermath affect franchisee

satisfaction and compliance.

A ’:'
A Conflict
A Manifest || aftermath
Felt conflict
Perceived || conflict
conflict

A
Latent
conflict
Figure 1. The Process of Conflict Events (Pondy, 1967)

2.4. Conflict Resolution Approaches

2.4.1. Conflict Resolution Approaches in Social Sciences

Conflict resolution is defined as “strategies oriented toward the intensification,
reduction, and resolution of the tension” (De Dreu, Harinck and Van Vianen, 1999,
p. 371) and it is described as a two-way interaction process where people act and
respond to one another, changing their behavior to suit the circumstances and
produce the greatest results (Munduate et al., 1999; Coleman and Kugler, 2014). In
conjunction with this, Blake, Shepherd and Mouton (1964) proposed five behavioral
modes including avoidance, smoothing, compromise, forcing, and problem-solving
or confrontation to deal with supply chain conflict. Within this framework, while
avoidance occurs in the form of avoiding or withdrawing from an argument,
smoothing (accommodation/obliging) appears in a way that emphasizes common
interests and ignores differences. Topics that may cause division or hurt feelings are
not discussed in this behavioral mode. In compromising, an intermediate way is
sought, and bargaining is made. In this context, nobody loses, and nobody wins. On
the other hand, in forcing (dominating) mode there is a win-lose situation and
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opponents take a fixed position and become polarized creating a winner and a loser
at the end. Lastly, problem-solving, integration, or collaboration (coordination) is
reported as the most frequently used conflict management method in successful
organizations for effective outcomes and constructive conflict management. In this
regard, differences are worked out to reach the optimal situation for each party
involved in the conflict. The goal is to find a way in which both parties can win.

In resolving conflicts, parties also develop some institutional mechanisms (Chang,
2009; Ahlgvist, Norrman and Jahre, 2020), arrange third-party interventions (Eckerd
and Sweeney, 2018; Wu, Xu and Ke, 2019), build relational and governance
mechanisms (Eckerd and Sweeney, 2018; Shahzad et al., 2020; Ahlqvist, Norrman
and Jahre, 2020), and align incentives and compensations (Wen et al., 2009;
Palmatier et al., 2019) (Figure 2). Apart from that, researchers in the academic field
also introduced game theoretical and multi-objective optimization models to resolve
conflicts as operation management tools (Lee, 2012; Tang and Liao, 2021). Although
parties do not apply these methods in real-world business life, theoretically, these

approaches might be used as guiding approaches.
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Figure 2. Four Ways to Resolve Conflicts (Palmatier et al., 2019)

Institutional mechanisms can take the form of joint memberships in trade
associations, distributor councils, and staff exchange programs. Participants construct
information-intensive systems in this setting by exchanging information and
allocating resources to communication in order to resolve channel conflicts.
Regarding information sharing, Li, Liu and Liu (2011) addressed open dialogue and
cooperative social interaction processes which clarify any ambiguity that may arise
during the constructive conflict process. Similarly, Loosemore and Lim (2015) stated
that communication technologies aid in the facilitation of unfair inter-organizational
business practices through improved communication and enabling organizations to
operate together more seamlessly. Besides, Low (2018) pointed out two-step
influence tactics: information-intensive and information-protective strategies offer
channel managers potential solutions for resolving and preventing direct conflicts
and retaliation among channel participants. Lastly, Tolmay (2019) addressed a trust-
centric approach where both parties collaborate through the sharing of information,

and expertise and invest in the relationship and problem-solving.
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Similarly, channel members rely on third parties, such as referrals to boards of
arbitration or mediation who are external parties and not participating in the channel,
to try to resolve conflicts by encouraging other parties to continue their conversations
or take the procedural or substantive recommendations into consideration. Herein,
they offer a kind of safety net for handling conflict when it intensifies to an
unacceptable level (Palmatier et al., 2019). Yu et al. (2017) stated that third parties
in the supply chain use persuasion as a verbal explanation as a substantive action
within the context of policy capturing in evaluative judgments (Karren and
Barringer, 2002). Within the context of verbal persuasion, third parties put
regulations, contracts, and processes in place to stop a party from acting dishonestly.
Additionally, Rebehy et al. (2019) proposed that negotiation rounds and mediation of
conflicts can help supply chain parties. To achieve a balance between economic,

social, and environmental interests and obligations.

Apart from that, as economic incentives function well almost universally, irrespective
of the personalities, participants, or relationship history, parties also build persuasive
economic arguments to create positive financial returns for channel partners and
promote harmonious relations during the resolution process (Palmatier et al., 2019).
In this regard, Kong et al. (2017) addressed designing proper incentives to boost
revenues for all supply chain participants while enhancing the quality of service as a
resolution. Besides, Yang et al. (2019) addressed compensation mechanisms to solve
the channel conflict which results from the manufacturer's tendency to prefer direct
selling over retail selling due to uncertainties surrounding production capacity.
Lastly, incentives were coordinated to successfully resolve supply chain channel
conflicts and offered manufacturers techniques and ideas for developing the supply
chain management of online direct sales channels in the study of Liu, Liu and Li
(2020).

Relational norms determine how channel members manage their relationship over
time based on how well it is working. The alignment and pursuit of a common
objective, which characterizes these norms, results in a favorable performance level
(Mohring and Finch, 2015) and it includes aligned objectives, partnership and trust,
integration, and cooperation (e.g. Frow, Marginson and Ogden, 2010; Inghelbrecht,
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Dessein, and Van Huylenbroeck, 2014; Tse, Zhang and Jia, 2018; Butt, 2019).
Regarding aligned objectives, Inghelbrecht, Dessein, and Van Huylenbroeck (2014)
addressed multi-stakeholder engagement to reach a shared understanding of the
conflict. Yoo and Kim (2016) extended the literature of the former streams by
proposing a co-creative comprehensive model that solves the conflict between the
first and second markets.

Concerning strategic partnership and trust within the supply chain, Loosemore and
Lim (2015) stated that adopting a deeply integrated supply chain approach is an
important resolution mechanism that contributes to improving levels of fairness and
trust and reducing levels of conflict. In a similar vein, Butt (2019) stated that
building a personal network providing roots for the strong trust can resolve any
conflicts with the counterparts. In the study of Liu et al. (2018a), the integration of
distributed resources in the dual channel reduces the distribution service differences
between the channels and eases the dual channel conflict through the achievement of
a win-win situation. Similarly, Tse, Zhang and Jia (2018) argued that the risk and
reward-sharing mechanisms assist in minimizing the negative effects of the agency
conflict by aligning and defining the roles and incentives. Apart from these, adopting
a mutually beneficial cooperative model which benefits both distributors and the
channel retailers by enabling them to reap greater benefits (Chen et al., 2010);
developing more coordinated and better-performing value chains (Frow, Marginson
and Ogden, 2010); implementing collaborative production (Han and Chuang, 2015)
and embracing triple cooperative strategy in the dual-channel competition involving
a manufacturer and two competitive retailers (Yan, Pei and Myers, 2016) are some
examples of relational norms as resolution strategies. Similarly, offering strategic use
of the direct online channel (Li et al., 2017); collaboration on stock-keeping units
(SKU) rationalization (Enz, Schwieterman and Lambert, 2019); coordinating and
combining different management controls and coordinating the outsourced supply
chain (Chen, Liang and Yao, 2019) are acknowledged as another resolution

approaches which target the operational performance of the supply chain parties.

2.4.2. Conflict Resolution Approaches in Interdisciplinary Management
Apart from the four resolution mechanisms above (third-party, incentives, relational

and information-intensive mechanisms) game theoretical models and multi-objective
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optimization methods are also widely employed in resolving conflicts within the

context of interdisciplinary management.

With game theoretical models, conflict resolution models are created based on game-
theoretic rough sets by creating a game involving all parties involved while
simultaneously taking into account each party's actions (players), calculating the
payoff of various tactics, and classifying them according to equilibrium principles
(Bashir, Mahnaz and Abbas Malik, 2020). By its very nature, game theory offers the
right instruments for the investigation and ultimate resolution of any sort of conflict.
Backward induction, equilibrium techniques, price-theoretic models, bargaining

games, and contracts are listed as these instruments by Gibbons (1997).

With the use of a backward induction technique, the conflict between manufacturers
and retailers over whether to adopt a full-return policy or a no-return policy is
resolved. This game's equilibrium was defined in Ohmura and Matsuo's research
(2016). Similarly, in the study of Yan and Gao (2017), the problem of receiving
quality certification as a conflict between remanufacturers and brand owners is
solved by deriving the players' profit functions and using backward induction.
Additionally, the conflict between original equipment manufacturers (OEMs) and
some competitive contract manufacturers (CCMs) regarding the development of
improved production capabilities and the introduction of their own products is settled
by simultaneously optimizing the profits of the two parties and resolving the CCM-

as-leader game by backward induction (Yan et al., 2019).

In relation to equilibriums, subgame perfect equilibrium along with alternating offer
strategic bargaining (Modak et al., 2018), equilibrium solutions under the sequential
and simultaneous models (Heese, 2012), Bayesian equilibrium (Guan and Chen,
2015), s-equilibrium solutions (Xu, Meng and Shen, 2015), perfect equilibriums
(Yang and Gao, 2017) and method of super conflict equilibrium (Liu et al., 2018a)
appeared as other solution concepts for the conflicts among different supply chain

members.

With regard to price-theoretic models, the dynamic pricing mechanism efficiently

reduces channel conflict (Zhang and Wang, 2017). Sales revenue will fall in this case
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if the retailer uses static pricing for the traditional channel for two periods.
Consequently, deciding on the right moment to launch the online channel could boost

sales for the retailer and reduce channel conflict.

Nash bargaining games are also widely used in the resolution of conflicts. In this
regard, strategic and contact bargaining strategies are mostly used in settling the
channel conflict by sharing surplus profit and providing a win—-win outcome between
the channel members (Biiyiiktahtakin et al., 2011; Yang et al., 2013; Modak, Panda
and Sana, 2016; Modak et al., 2018).

Coordinating contracts are also applied for achieving the task of resolution among
SC members. These include contracts for revenue-sharing, buybacks, discounts on
prices, quantity, flexibility, sales rebates, two-part tariffs, and quantity discounts
(Bashinskaya et al., 2016). Revenue-sharing contract resolves channel conflict,
depicts win-win profits, and effectively improves the supply chain performance for
the channel members (Cai, 2010; Cai and Chen, 2011; Panda, 2014; Modak et al.,
2018; Chen and Su, 2019). Price and quantity discounts can be used to eliminate
channel conflicts in the non-cooperative supply chain by coordinating channels
(Panda, Modak and Pradhan, 2016; Saha, Sarmah and Modak, 2018). In addition to
these, while sales rebates are used to solve the incentive conflict in deciding the
optimal inventory levels between the retailers (Huang et al., 2014), two-part tariff
strategies are applied with the aim of a particular profit split between SC members
(Modak, Panda and Sana, 2016; Huang and Zhang, 2020).

On the other hand, for the purpose of resolving conflicts, multi-objective optimization
techniques are used to discover the best option while taking the degree of conflict
and the impact of conflict resolution options into account (Lee et al., 2017).
Recently, heuristic, metaheuristic and combinations of different heuristics
approaches with or without traditional search and optimization techniques are
proposed to solve conflicts stemming from multi-objective problems (Gauvrilas,
2010). Associated with finding a trade-off relation between multi-objectives, both
heuristic approaches (Yildiz et al., 2016; Vairaktarakis and Aydinliyim, 2017; Liu et
al., 2018b; Elkhechafi et al.,, 2018) and metaheuristics including genetic,

evolutionary and simulated annealing algorithms are used in conflict resolution
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literature (Huang et al., 2016; Liu et al., 2018b; Vishnu et al., 2020).

Fuzzy algorithms are also applied in multi-objective optimization problems aiming at
conflict resolution. In this regard, fuzzy multi-objective linear programming (Seif,
Yu and Rahmanniyay, 2018), Technique for Order Preference by Similarity to Ideal
Solutions (TOPSIS) for linking strategic objectives to operations (Aliakbari Nouri,
Khalili Esbouei and Antucheviciene, 2015), adaptive Neuro-Fuzzy Inference System
(ANFIS) (Giineri, Ertay and Yiicel, 2011) and TODIM (Portuguese acronym for
Interactive Multi-Criteria Decision Making) (Qin, Liu and Pedrycz, 2017) for
supplier selection are evaluated as some of the fuzzy techniques for conflict

resolution.

A group of network layers and their interactions constitute the foundation of network
models. They are among the most recent developments in complex systems science
and are also employed in the settlement of disputes. In this area, Liu et al. (2012)
constructed a Petri net model, which solves the quality negotiation by describing the
conflict processes and decision maker’s preferences, for conflict resolution of a
complex product. Lastly, constraint optimization including the e-constraint method
(Ramezani, Bashiri and Tavakkoli-Moghaddam, 2013) and chance constraint
optimization (Liu et al., 2018b) emerge as other approaches for solving optimization

problems under various uncertainties and conflicts.

2.5. Conflict Prevention

Conflict prevention has two main temporal orientations: "reactive curative,” where
the focus is on the present and on resolving the immediate issue; and "proactive
preventive," where the emphasis is on the future and on preventing conflict from
recurring (Bouazzaoui, 2019). These reactive and proactive actions are also
examined under the supply chain risk mitigation and resilience strategies (Kirilmaz

and Erol, 2017; Ali, Mahfouz and Arisha, 2017).

The conflict literature has mostly focused on reactive actions of conflicts, covering

the issues concerning which conflict resolution techniques are available, how to
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resolve/reduce conflict, and which strategies should be followed for conflict
resolution in the supply chain relationship. In this regard, following certain steps
(assessment, acknowledgment, attitude, action, and analysis) and strategies
(confronting, ignoring, avoiding, compromising, accommodating, and problem-
solving or going through a mediator) (Le Nguyen, 2011); offering an apology,
explanation, compensation, partial product replacement (Bouazzaoui, 2019); building
social capital (e.g. trust, inter-organizational relationships, relational competence)
(Seville, Opstal and Vargo, 2015), excess inventory and spare capacity
(Tukamuhabwa et al., 2015), building contingency planning and procedures, and
knowledge management (e.g. education and training, post-disruption feedback) (Rice
and Caniato, 2003) and market position (e.g. financial strength, market share) (Sheffi

and Rice, 2005) stand as some examples of reactive acts for conflict prevention.

Apart from reactive tools, there are also proactive acts that can be used to actively
counter the conflict before and during its emergence. In particular, when there is a
high level of conflict intensity, these acts are crucial in fulfilling the expectations of
the buyer regarding what the supplier would do to prevent future problems. Within
this framework, some proactive actions are related to the relational actions and
strategies along the supply chain like partner selection, partnership negotiation,
relationship quality development (Le Nguyen, 2011), and supplier development
(Ghadge et al., 2012). Besides, some of these actions are associated with the structure
of the supply chain such as segmentation of the supply chain, configuration of the
supply chain network density and complexity, and postponement (Elzarka, 2013;
Chopra and Sodhi, 2014). In terms of performance management, personalization,
customization, and collaboration processes as well as easy-to-use web-based
interfaces appeared as other proactive evaluation and improvement actions for
preventing conflicts (Stefanovic, 2014; Wallenburg and Schéffler, 2016; Ali,
Mahfouz and Arisha, 2017). In this context, Stefanovic (2014) also addressed the
importance of building predictive analysis and providing high data quality, on-
demand information, and services. Lastly, as stated by Bouazzaoui (2019), specific
investments (e.g. investment in new production sites proactively) offer the potential
for future benefit and prompt the dispute to be re-evaluated. In a similar way, it is
also stated by the author that prospective explanations (e.g. why the issue happened,

and how the problem will be fixed in the future) as well as contract amendments (e.g.
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revision of specifications) are other examples of proactive acts for preventing
conflicts. In some circumstances, some of these actions (e.g. cooperation,
redundancy such as increasing safety stock, increased capacity, and multiple

sourcing) fit into both proactive and reactive strategies (Nakano and Lau, 2020).

2.6. Conflict Outcomes

Conflict episodes sometimes end up with the suppression of positive outcomes or the
realization of negative outcomes. In the literature, these outcomes are known as
constructive vs. destructive conflicts (Yang et al., 2017; Rawwas, Vitell and
Barnes,1997) which refers to conflict outcomes by examining the impact of conflict
on relationship performance after the conflict is resolved. As a result, determining
whether a dispute is functional or dysfunctional is based on its results (Balabanis,
1998).

Typically, destructive conflict is thought to involve dominance and control, or a lose-
lose strategy, which can have negative effects like fighting or the deterioration of
relationships (Yang et al., 2017). It generally forces parties toward increasingly
hostile behavior and makes parties feel dislike and suspicion about each other as the
consequence of unhealthy behavior (Li, Liu and Liu, 2011). It usually results in
anger, frustration, decreased satisfaction, and behavioral dysfunction (Gaski, 1984;
Frazier, Gill and Kale, 1989; Hibbard, Kumar and Stern, 2001). Herein, parties may
choose to avoid one another in this situation, refuse to share information and
resources, and obstruct contact, all of which could even result in sabotage (Wall and
Callister, 1995; Massey and Daves, 2007). Similarly, it causes decreasing flexibility
(Jaworski and Kohli, 1993; Koza and Dant, 2007), decreased cooperation (Skinner,
Gassenheimer and Kelley, 1992), degraded system performance (Blackhurst, Wu and
Craighead, 2008), discontent, and distrust, damage to engagement and relationship
(Rahim, 2001).

In other respects, a disagreement is considered "constructive™ if it draws individuals
together, strengthens their bond (by redefining it in a more helpful or acceptable
way), and brings about beneficial development for all of the firms involved (Li, Liu
and Liu, 2011). It is also acknowledged as a debate, negotiation, or a win-win

strategy in which the parties reach an understanding of how to carry out the current
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work best through discussion (Yang et al., 2017). It defines the true essence of the
relationship (Bradford, Stringfellow and Weitz, 2003; Hagel and Brown, 2005),
stimulates innovation and creativity by introducing different perspectives, and
provides better decision-making (Tjosvold, 1997; Rahim, 2001). Besides, it generates
opportunities to express dissatisfaction, and critically review previous activities,
(Pondy, 1967; Coughlan et al., 2001). It also increases relationship effectiveness and
enables exchange partners to feel more satisfied and capable of achieving their goals,

as well as to find more solutions that benefit both parties (Pruitt, 1998).
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CHAPTER 3: SYSTEMATIC LITERATURE REVIEW OF
CONFLICTS IN SUPPLY CHAIN AND LOGISTICS SERVICE
NETWORK

3.1. Systematic Literature Review of Supply Chain Conflicts

In this chapter, we investigate conflicts in supply chains using a systematic literature
review by addressing sectors (e.g. manufacturing, logistics), relationship levels (e.g.
single, dyadic, triadic, and myriad), and areas or domains (such as SC relationship,
quality) as a part of descriptive analysis. Then, thematic analyses were performed to
ascertain the literature gaps in supply chain conflicts.

3.1.1. First Phase of the Review

The research was conducted using the “Web of Science” Clarivate Analytics Core
Collection (formerly Thomson Reuters) database, which offers the most valuable and
high-impact collection of data and is recognized as the most reliable database for
bibliometric studies (Caputo et al., 2019). We covered the period from 2010 to 2022.
Instead of being limited to subject areas such as Environmental Science, Social
Sciences, Business, Management, and Accounting, we included all categories for
rendering an interdisciplinary framework. At the stage of determining keywords, we
detected that as scholars in different disciplines study conflict from their own
perspectives, they use some concepts along with conflicts such as competition,
tension, opposition, disagreements, dispute, and antagonism (John and Prasad, 2012)
which create a multitude of interfering definitions of conflict. However, as we
investigate the behaviors or feelings of interdependent parties in response to potential
or actual obstructions that impede one or more of the parties from achieving their
goals (Coughlan et al., 2001), and due to the fact that the “conflict” expression is
mostly used in studies within the supply chain, our initial search string included the
following keywords: “conflict” which describes the situation above best and “supply
chain” (first refinement). In the wake of quick scanning of the article titles, we
finalized our strings by excluding some topics in the initial list since these were out
of our scope of research. Therefore, the search string was refined as “conflict” AND
“supply chain” AND NOT “conflict minerals” (second refinement). These

refinements allowed us to identify 352 articles.
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To select the articles regarding the specific aim of the paper, the inclusion and
exclusion criteria were defined. Regarding the subject of the “conflict”, the first
inclusion criteria grounded on the widely accepted definition of the conflict which is
“a situation in which one channel member perceives another channel member to be
engaged in behavior that is preventing or impeding him from achieving his goals"
(Stern et al., 1996). In accordance with Pittaway et al. (2004), this criterion made it
possible to identify papers with abstracts that focus on the conflict between supply
chain members. To this end, two researchers read the abstracts of the 352 papers by
means of Rayyan, which is a systematic review web app for exploring and filtering

searches.

309 papers whose abstracts stress conflicts striving for their own preferred outcome
through the supply chain and give certain reference to the parties involved were fully
considered and subjected to the second exclusion criterion. Herein, after conducting a
detailed analysis of each abstract, papers whose abstracts mention conflicts that were
out of scope and give scarce or fuzzy reference to the parties involved were
excluded. This phase allowed us to exclude 81 papers. In this manual refinement
process of the dataset, we eliminated interpersonal conflict, family conflict, cultural
conflict, workplace conflict, armed conflict, military conflict, domestic conflict,
societal conflict, civil conflict, conflict security policies, conflict-affected countries,
and conflict-related raw materials, conflicting commodities, and conflicting regions.
The final database resulted in 271 relevant documents suitable for the purpose of

analysis (Figure 3).
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Figure 3. Systematic Literature Review Process of Supply Chain Conflicts

3.1.2. Second Phase of the Review

3.1.2.1. Sector-based Supply Chain Conflicts

Concerning the industries, the vast majority of papers specifically addressed retail,
manufacturing, and electronic industries (Figure 4). The manufacturing industry here
includes many different sectors at the same time and in some research it is mentioned
superficially without giving any sector information. Services (e.g. consulting,
education, tourism), logistics and transportation, agriculture (e.g. food, agri-food),
construction, household appliances, information technologies/systems and
humanitarian were detected as the areas where less research was conducted

compared to the others.
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Figure 4. Distribution of Articles by Industry

3.1.2.2. Perspective-based Supply Chain Conflicts

Operational and behavioral perspectives in the literature serve as the cornerstone of a
conceptual framework for supply chains (Hafeez et al., 2010; Martins et al., 2022). In
this regard, while operational perspective implies the effective running of the supply
chains (Gattorna et al., 1996); behavioral perspectives explain the dynamic link
between various external and internal actors and organizational environment aspects
(Islam and Mohd-Nor, 2017). Herein, while SC strategies are acknowledged as a part
of operational perspectives, SC relationships are seen as a part of behavioral
perspectives (Hafeez et al., 2010). Apart from operational and behavior, there are
also other perspectives like risk management and institutional (Islam and Mohd-Nor,
2017).

Considering the systematic literature, it is seen that most of the research on the
conflict addressed supply chain strategies (41%) (including responsive and efficient
supply chains (18%), transparent (7%), sustainable, lean, innovative, and mass
customized supply chains with a (4%) share each and it flowed with supply chain
relationships (30%). The other main topics discussed are respectively supply chain
planning & scheduling (11%), reverse supply chains (11%), and supply chain quality
(7%) (Figure 5).
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Figure 5. Supply Chain Conflict by Areas

3.1.2.3. Relational Level-based Supply Chain Conflicts

The relationship level is useful for comprehending dyadic, triadic, and quadratic
relationship arrangements in supply chain networks and it refers to the involvement
patterns of the parties (Meqgdadi, Johnsen and Pagell, 2020). Dyadic relationship is
the most common pattern of involvement and arises between two parties; triadic
relationship refers to three-party involvement and quadratic relationship involves a

fourth party additionally (Moon, Wei and Miao, 2019).

Systematic literature review indicates that most of the supply chain conflicts revolve
around dyadic relationships (49.1 % percentage of papers reviewed) between
manufacturers (or suppliers) and retailers (or resellers). Following this, single
perspectives (21.4 %) are evaluated mostly by the views of manufacturers and
decision-makers. In the analysis, it is seen that myriad and triadic relations between
public and private sectors, different stakeholders, different managers, and different
channel structures have the least percentage (respectively 19.9% and 9.6%) (Figure
6).
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The literature spanning the years 2010 to 2022 shows that conflict studies mainly
focus on manufacturing and retailing industries which hold the potential for future
studies in the logistics industry context. In a similar line, it is also seen that SC
relationship is the main domain studied by the authors, and looking into detail,

relational perspectives are dyadic or single in these studies.

Logistics is a subset of and takes place within the larger framework of a supply chain
(Bowersox, Closs and Cooper, 2007). It is a network of processes where logistics
participants depend on each other for the success of logistics services (Svensson,
2002). For example, some manufacturing companies rely on a specialized logistics
service provider for their global delivery needs. These providers require specialized
services from other companies, such as information systems or other technical
services to provide shipment tracking services. In this context, to achieve better
logistics services and effective supply chain connectivity, multiple players with a
complex network of dependencies deal with multiple complexities to perform a
logistics task.

The complexity of the problems in logistics networks has increased more due to the
emergence of globalization, privatization, and technology usage along with the
decreased tolerance of failures and increased service levels expected (Wijesooriya
and Xu, 2008). In these circumstances, outsourcing has gained momentum and it has

become difficult to have a proper network configuration between logistics partners.
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Herein, as decision makers in logistics service industries may look at the same
situation from different perspectives, there may be competing interpretations of the
subjects based on individual preferences (Kurtz and Snowden, 2003), which makes

this industry prone to many problems and conflicts.

In this regard, understanding the actors, flows, and complexities and doing detailed
research related to the dynamics of conflict in the logistics service network through
the inclusion of many actors, hold premises for research that will yield a great deal of

contribution to the academic and practical fields.

3.2. The Structure of the Logistics Industry and Systematic Literature Review for

Channel Conflicts

3.2.1. Multi-Party Complexities and Coordination in Logistics Networks

The complex multi-party supply network is an important feature of global trade as
they involve multiple business flows and multiple organizations at the same time.
The organization, its customers, suppliers, and logistics providers are all connected
to a multi-stakeholder network that allows real-time visibility. In this context,
effective management of these networks by considering external parties/partners and
the cooperation is important for companies trying to increase the competitiveness of
their products and services around the world (Luiz Corréa and Gisela Martes de
Miranda, 1998).

Considering the logistics industry itself, logistics services are highly variable over
time and have broad potential impacts for upgrading the dynamics of the diverse
industries served by a range of interconnected business players (Coe, 2014). The
actors in this industry are not simply providers of an important production function,
but a complex of profit-focused strategic actors. Some of these are trying to upgrade
their strategy to become comprehensive logistics providers, while others focus on a
narrower range of functions. In this multi-party business network, each party
performs some internal operations and communicates with the other when certain
information is needed to perform these operations, or when there is a need to report
certain results so that the other party can perform an operation. While this

communication is a tremendous opportunity for organizations, it is often difficult to
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manage these interdependencies that arise, especially in the event of any disruption
(Bondeli and Havendid, 2022). In some cases, one party may stop working for
internal reasons, and all parties that depend on information for which the failed party
is responsible may also fail, resulting in a domino effect (Marrella et al., 2019).
Although advanced new information technologies are being designed and
implemented in large and complex enterprises, the technologies that serve to solve
such multilateral supply complexities are still in their infancy (Jeger and Hjelle,
2015).

In this turbulent environment, business players face emerging risks, complex tasks,
and constantly increasing pressure so it has become difficult to strike a balance
between the differing interests of the parties in the different balances of power
(Sridharan and Simatupang, 2013). This situation makes the conflict a common

event, especially for interactions among people, companies, and supply chains.

3.2.2. Systematic Literature Review for Channel Conflicts in the ‘Logistics Service
Network’

Systematic literature for supply chain conflicts identified a new need for another
systematic literature for the logistics service network. Therefore, this part of the
chapter will systematically look at the logistics service network literature much more
closely and enter into in-depth descriptive and content analysis to find research gaps.
In this process, potential members in the logistics service network will be searched as
“key words” while systematically scanning.

In this literature, spanning the years 2010 to 2022, our search string included the
following keywords in the Web of Science database: “conflict” which describes the
situation best and AND ‘logistics’ AND ‘provider’ OR ‘port” OR ‘3PL’ OR ‘4PL’
OR ‘shipper’ OR ‘carrier’ OR ‘forwarder’ OR ‘terminal” OR ‘operator’ OR ‘agent’
OR ‘customs’ to include all the logistics service actors. Moreover, although the
database offers all papers, books, and other materials which are manually scanned
and selected to guarantee the inclusion only of the most high-end and high-impact
research, we only chose “articles” as the document type that had undergone a double-
blind peer-review process (Marzi et al., 2018). This allowed us to identify 59 articles.
Besides, it was seen that 10 articles were the same as the articles found in the
previous literature review (as duplicated) thanks to the Rayyan application. Thus, the

total number was determined as 69 articles. In this analysis, while the descriptive part
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includes conflict by years, conflict by theories and conflict by journals; the content
analysis part covers source, relationship and methodology based analyses (Figure 7).

-
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Figure 7. Systematic Literature Review Process of Logistics Service Network
Conflicts

3.2.2.1. Descriptive Analysis of Logistics Service Network Conflicts

3.2.2.1.1. Logistics Network Conflict by Years and Journals

Especially in the last five years, the number of studies dealing with conflicts in the
logistics industry increased by more than 50 percent compared to previous years
(Figure 8). Herein, the most prolific year was determined as 2021 and 2022, and no
conflict studies were found in 2015. Increased conflicts between logistics actors in
recent years can be attributed to a combination of factors, including supply chain
disruptions, capacity constraints, rising costs, geopolitical tensions, sustainability
concerns, and technological changes. Distribution frequency by papers is shown in
Table 2. Among the journals with the most studies on conflicts in the logistics
industry were found as Sustainability, Research in Transportation Business &
Management, Computers & Industrial Engineering, and The International Journal of
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Figure 8. Conflict Research by Years

Table 2. Distribution Frequency by Papers

Journal Name Frequency
(numbers)
Sustainability 3
Research in Transportation Business & Management 3
Computers & Industrial Engineering 3
The International Journal of Logistics Management 3
International Journal of Operations & Production Management 2
International Journal of Production Economics 2
International Journal of Physical Distribution & Logistics Management 2
Journal of Transport Geography 2
Supply Chain Forum: An International Journal 2
Transportation Research Procedia 2
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European Journal of Operational Research

Maritime Policy & Management

Table 2 (Continued). Distribution Frequency by Papers

The Asian Journal of Shipping and Logistics

Socio-Economic Planning Sciences

Transportation Research Procedia

Decision Sciences

Transportation Letters

Soft Computing

Journal of Ambient Intelligence and Humanized Computing

Transportation Journal

Industrial Marketing Management

Geoforum

Journal of Supply Chain Management

Measuring Business Excellence

Transportation Planning and Technology

Journal of Cleaner Production

International Journal of Information Systems and Supply Chain Management

Maritime Policy & Management

International Journal of Logistics Research and Applications

Transport Policy

Journal of Knowledge Management

Maritime Economics & Logistics

European Journal of Transport and Infrastructure Research

Planning Perspectives

Journal of Environmental Management
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Plos One 1

Progress in Planning 1

Table 2 (Continued). Distribution Frequency by Papers

IFAC-PapersOnLine 1
International Journal of Sustainable Transportation 1
IEEE Access 1
Sustainable Cities and Society 1
Transportation Research Part B: Methodological 1
In Urban Forum 1
Frontiers in Psychology 1
Information Systems Journal 1
Journal of Operations Management 1
Environment, Development and Sustainability 1
Annals of Operations Research 1
International Journal of Computer Science and Network Security 1

3.2.2.1.2. Logistics Network Conflict by Theories

There is scarce theory application in the majority of studies on conflicts in the
logistics service network during the past 12 years. Game theory is one of the most
popular theories and is shown in Table 3 along with other theories.

Table 3. Conflict by Theories

Mainly Applied Theories Frequency (numbers)
None 39
Game theory 21
Complexity theory 1
Self-determination theory 1
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Paradox theory 1

Business life cycle theory 1

Table 3 (Continued). Conflict by Theories

Social exchange theory 1
Bargaining theory 1
Institutional theory 1
Central place theory 1
Resources dependence theory 1
Stakeholder theory 1
Multilevel governance theory 1
Synergy theory 1

Positivist agency theory 1

3.2.2.2. Content Analysis of Logistics Service Network Conflicts

3.2.2.2.1. Logistics Network Conflict by Relationship

In relational terms, most studies are dyadic (56%) and the number of multi-actor
studies (triadic, quadratic and myriad with respective percentages as 15%, 7%, and
15%) is few as it is depicted in Figure 9. Herein, the single represents only the
conflicts between the same logistics partners horizontally and has a rate of 7%.
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Figure 9. Conflict by Relationship

3.2.2.2.2. Logistics Network Conflict by Methodologies

Regarding the research methodology adopted, the majority of papers employed
quantitative methodologies (56 % includes mostly mathematical modeling, survey
research, multivariate statistical methods, simulation, case study, and decentralized
scenarios), and a further portion adopted qualitative techniques (37% includes mostly
literature review, interviews, case study, documentary research, field observations,
secondary data, and comparative analysis) and conceptual or mixed approaches

constitute 7% of the papers (Figure 10).

Mixed

Qulitative
37%

Quantitative
56%
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Figure 10. Conflict by Methodologies

3.2.2.2.3. Source of the Conflicts in Logistics Networks

Delving deeper into the literature review, it seems that conflicts in the logistics
industry mostly stem from operational level conflicts, relationship conflicts,
economic conflicts, and sustainability conflicts as in the systematic literature review
of supply chain conflicts. However, regulatory-legislative conflicts are also
encountered by the logistics parties. Similarly, the first and second order themes for
the abovementioned conflicts in the supply chain were found to be more enriched for
the logistics service network in particular. Conflict resolution techniques (if any)

used in these studies are also shown Table 4.

3.2.2.2.3.1. Economic Conflicts
Within the context of the logistics service network, economic dimensions of conflicts
are mainly motivated by the problems with distorted profit allotment and disunities

in multi-channel settings.

Dealing with profit sharing is a complex issue as the supply chains include multiple
parties (Ding et al., 2019). In this regard, distorted profit sharing include unequal
profit margin and pricing decisions (Ding, Huang and Tang, 2018) as well as non-
optimal decisions and solutions (Pilat, 2022).

Within the scope of distorted profit allotment, Modak et al. (2018) addressed third
party's involvement in used product collection activity which causes profit margin
inequality between manufacturers, retailers and third party service providers. Herein,
transfer pricing policies, the concepts of subgame perfect equilibrium, and alternative
offer bargaining strategy were offered as resolution mechanisms. In a similar line,
Lin and Wang (2020) studied distorted profit distribution mechanisms in the supply
chain which leads to potential conflicts between container liners and freight
forwarders. Herein, the container liners pay special attention to end-to-end service
not only to fight for additional profits through extended logistics services but also to
compete with freight forwarders for cargo owners’ market share. In this research,
again, game theoretical models are applied to resolve the conflict between these
parties. In parallel with this, Dabaghian et al. (2022) addressed conflicts related to

profit sharing as well as suboptimal amounts of wholesale-retail prices between
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manufacturers, distributors, and retailers.

Regarding disunities in multi-channel conflicts, Wen, Wang and Shi (2020) studied
self-logistics-type e-platforms conflict in which some of the logistics service
providers acted as intermediaries between buyers and suppliers and some of them
sold their services to customers directly with their self-logistics. Herein, a new form
of channel conflict emerged between e-platforms and retailers as e-platform is
capable of self-logistics and direct consumer sales by using self-logistics while
retailers can online sell through an e-platform without using self-logistics but had
option to hire an e-platform to handle product delivery. Herein, equilibriums as a part
of game theoretical models were employed for resolution. Similarly, Hu et al. (2021)
pointed to the double marginalization phenomenon in online channels where
different objectives of retailers and express companies created conflicts. Herein,
retailers expected a high service level and low price, while the express companies
were not willing to improve the service level and try to raise the price. As a solution,
a two-stage Stackelberg game was created to optimize its profit where the online
channel decides on the service level, product pricing, and service price and the
offline retailer chooses the retail price through backward induction. Again Wang et
al. (2021) analyzed dual-channel supply chain conflict including a manufacturer with
risk preference, a traditional retailer, and an e-commerce platform in which the
manufacturer adopted an encroachment strategy, adding a direct channel through the
e-commerce platform beside the ex-traditional channel. Also, Zhou et al. (2022)
explored conflict caused by a monopolistic and competitive selling mode strategies
of e-platform (resellers) and the supplier’s in a multi-channel context. In reselling
mode strategy, the supplier covers the cost of order fulfillment, while platform
covers the cost of order fulfillment in agency selling mode strategy. Herein, a game-
theoretical model was used to resolve selling mode selection from the perspectives of

each supply chain actor.

Considering the economic dimension of conflicts in the general supply chain and
logistics service network context, it is seen that while the conflicts concentrate
mostly on profit allotment, allocation of resources, pricing and inventory issues,
channel encroachments, ownership decisions, and channel incentives for the partners

in the systematic literature of supply chains; distorted profit allotment, and disunities
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in multi-channel settings come to the forefront for partners in the systematic
literature of logistics service network.

3.2.2.2.3.2. Sustainability Conflicts

This part adheres to the “Triple Bottom Line” perspective which focuses on the three
sustainability axes: economic, social, and environmental which have an impact on
strategic level consideration of companies in the logistics service network. The
findings demonstrate that sustainability conflicts are primarily related to the trade-
offs in sustainability-economic gains, conflicting sustainability mindsets, and
governance-driven sustainability conflicts including conflicting managerial roles,
poor management of green spaces, strategic-level considerations in sustainability
(port policies, location of hazardous material), and sustainable oriented service

quality issues.

In terms of trade-offs in sustainability-economic gains, Maloni, Paul and Gligor
(2013) pointed out the conflict between ocean container carriers and shippers. As
ocean container carriers prefer slow steaming (reduced ship speeds) practices to
increase fuel efficiency and reduce greenhouse gas emissions, but this creates longer
transit times for shippers at the same time which creates a conflict-ridden process
between carriers and shippers. Besides, Pereseina et al. (2014) pointed out
negligence about sustainable supply chain practices from most of the stakeholders.
For instance, customers focused on fast and safe deliveries while the tendency for
transportation companies was the sustainable transportation which settles for
conflicts for these partners. Also, Urbanyi-Popiotek and Klopott (2016) emphasized
the conflicts in the social and economic goals related to a clean environment and the
life quality of the inhabitants of port cities. While the growth of maritime logistics
services has a positive influence on the labor market and transport infrastructure the
increase in container cargo volume has a negative impact on urban areas through
several negative externalities (congestion, noise, pollutant emissions, etc.). This
creates a conflict between inhabitants of port cities and maritime logistics service
companies in which the city must bear the external effects of the port operations.
Again, within the scope of sustainable urban development, Munuzuri et al. (2017)
emphasized the importance of developing an urban freight system that is sustainable

and efficient, which is also exceedingly complicated as a result of the vast array of
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freight deliveries that coexist in a metropolis for commercial purposes and to the
multiple stakeholder groups involved in the problem, which often results in the
appearance of conflict areas. In this study, the authors described all that complexity
at the urban framework both from the industry and from the local authority, and
stated that the regulations imposed to achieve sustainability in urban freight
deliveries might not result as expected. Furthermore, Fan, Behdani and Bloemhof-
Ruwaard (2020) delved into reefer logistics which is challenging, as it deals with
cost and time constraints as well as the product quality of fresh products and
sustainability requirements. As the efficient logistics of reefers is as important as the
efficient cargo flows, this causes technical complications and conflicts of interest
between actors, especially, between cargo owners (or shippers) and the asset owners
(or transport/terminal operators). Likewise, Brettmo and Williamsson (2020) touched
upon the importance of stakeholders (such as property owners, commercial
organizations, and trade associations) in the development of a sustainable urban
freight sector. However, as those initiatives may impact the business models of
carriers by bringing probable costs, including investments and operational changes,
related conflicts emerged among the parties. In a similar line, Sandstrom and Elander
(2021) analyzed the process and outcome of a potential clash between urban
biodiversity and road transport interests (for economic growth) as a case of planning
in the face of conflict between municipalities, county administrative boards and non-
governmental organizations (NGO) and logistics centers. Similarly, Rusanova et al.
(2022) stated that each city is gradually developing economically, which has a
negative impact on the environment causing conflict between the economic and
environmental interests of society, the state and business entities (e.g. ports).
Additionally, Lord et al. (2022) assessed online food delivery by emphasizing the use
of gig economy couriers as an environmentally sustainable logistics intervention in
last-mile logistics. This study mentioned conflicting assessments of different
stakeholder perspectives including gig economy couriers, the platforms (e.g.
Deliveroo, UberEATS and Just-Eat) and customers of these platforms. Lastly,
Fontaine, Minner and Schiffer (2022) mentioned sustainable and profitable city
logistics, which often create conflicting goals between municipalities and logistics
service providers. Herein, municipalities are interested in establishing a sustainable
city logistics system that meets certain emission thresholds and reduces traffic

volumes. Accordingly, they focus on objectives that may conflict with the LSPs cost
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perspective and try to steer the LSPs toward their goals and provide the necessary

infrastructure.

In terms of governance-driven sustainability conflicts, Pugliano, Benassai and
Benassai (2018) investigated the complex Naples port planning policy, identifying
the relevant stakeholders involved and the conflicting interests of the municipality
and port operators, highlighting the need for a balance between urban planning
concepts and maritime perspectives in the city—port relationship. Irfani, Wibisono
and Basri (2019) examined companies with multiple roles, as both a profit generator
and public service provider. Herein, the profit-generating role of companies requires
to optimize the financial aspects in their logistics systems. On the other hand, their
role as a public service provider requires such companies to prioritize social
accountability. These conflicting goals impede these companies’ performance
optimization. Additionally, Tamannaei, Zarei and Rasti-Barzoki (2021) investigated
the competition between two freight transportation systems namely road and
intermodal road-rail and 3PLs who try to gain maximum profits in the context of
government intervention. Herein, governments adopted policies for improving
different sustainability dimensions in transportation systems, usually by
implementing taxes on these systems which create conflict between governments and
3PLs. In a similar way, Adjei Mensah (2021) pointed to conflicting managerial
roles, ownership and poor management of green spaces affecting the sustainability of
such spaces between main institutions (commissions, traditional institutions with
logistics planning departments, assemblies) which make it difficult for them to work
together. Lastly, Yiand Yang (2021) embraced conflicts associated with the location
of hazardous materials logistics at home and abroad. Herein, while investment
enterprises attach greater importance to the economic benefits of this decision
making, and neglect the public participation in the location selection of hazardous
materials logistics facilities, local governments are in competition which leads to the
deregulation of the location of hazardous materials logistics facilities. This creates
conflicts between the government, investment enterprises, and the surrounding public

in the process of facility location decision-making.

Main topics in the systematic literature of supply chain conflicts were strongly

related with the considerations regarding economic-operational outcomes of
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sustainability issues and strategic-level decisions (e.g. supply chain transparency,
sourcing, and applied regimes). However, the systematic literature of the conflicts in
the logistics service network included additional considerations like governance-
driven sustainability conflicts including sustainable oriented service quality issues,
conflicting sustainability mindsets, policy-driven conflicts, conflicting managerial

roles and poor management in sustainability.

3.2.2.2.3.3. Operational Conflicts

Within the context of the logistics service network, it is seen that operational
conflicts occur very frequently and they are strongly related to the processes of
performance measurement, scheduling and planning problems in production,
distribution, and service stages, inefficient resource utilization, and conflicting

strategic parameters in operational decision making.

Associated with the process of assessing performance measurement, Lehtinen and
Ahola (2010) found a high amount of conflict regarding the central elements or
processes which should be targeted by measures within the context of inter-
organizational relations and collaboration in the shipbuilding industry. In this regard,
performance measurement processes and practices utilized within firms are to a
considerable degree incompatible with central characteristics of extended enterprises

including shipbuilders, shipyards, and contractors.

On a planning and scheduling basis, Agnetis, Aloulou and Fu (2016) considered
scheduling problems in a supply chain with two agents, a manufacturer, and a third-
party logistics (3PL) provider. In this regard, the manufacturer requires the 3PL
provider that each order be delivered within a certain time with
high responsiveness of the 3PL provider, which is desirable for the manufacturer to
reduce the production make span. However, this may entail higher costs for the 3PL
provider. Apart from this, Wang and Vogt (2019) embraced complexity issues in
planning a logistics service process characterized by unpredictable service stages and
service sequences between different stakeholders including chemical tanker
companies, chemical terminals, service providers, operators, and cargo owners. In a
similar line, Gusah, Cameron-Rogers and Thompson (2018) explored regional

repositioning of empty containers between importers, exporters, inland depots, and
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ports that have conflicting interests with a multitude of interacting parts and
distributed decision-making.

For inefficient resource utilization, Xu, Sun and Wang (2019) analyzed hub and
spoke collaborative logistics networks which have recently received considerable
attention in terms of resource allocation problems. Herein, for the problem stemming
from low-scale merit, inefficient resource utilization, and conflict of interest between
the operator and customer in the process of network operation, the authors
formulated the scheduling strategy for multiple logistics tasks oriented to multi-
origin and multi-destination on the basis of a multiple-allocation-hybrid collaborative
network. Similarly, Liu, Li and Liu (2021) mentioned decision-making problems in
pallet pooling management leading to a conflict over potential benefits among
professional pallet providers (PPP), demanding company (DC), and third-party
information platform (TPIP). Dwitasari et al. (2021) touched upon conflicts between
port operators, LSPs, and goods manufacturers regarding the availability of space in
the container yards, which strongly affect port performance and logistics costs.
Similarly, Ma et al. (2022) addressed a complicated transshipment process, namely
inter-terminal transfer, which creates port efficiency conflicts between shippers and
container ports. They examined the relationship between the optimal capacity for
transshipment, insurance rate, facility-sharing cost savings, and benefits of the

insurance incentive strategies.

Considering the conflicting issues related to the strategic parameters in decision-
making, Jakubicek and Woudsma (2011) explored the relative importance of location
factors that attract/retain logistics firms to a community and identified potential
issues of operational conflict between municipalities, their residents, and logistics
firms. They examined the interplay among planning issues/paradigms and the
location choices of logistics firms by exploring the relative importance of location
factors that private firm stakeholders perceive as important. Likewise, considering
problems with outsourcing decisions as another strategic parameter, Lu, Goh and De
Souza (2011) explored reverse supply chain literature where manufacturers,
distributors, and retailers have important roles in the chain governance. Herein,
manufacturers often engage professional third-party logistics (3PLs) firms to manage

their products due to the complexity, variety, and trade compliance of such products.

48



While such engagement can reduce the burden of product management for the
manufacturers, the potential loss of competitive advantage or a conflict of interest
can affect the manufacturers' reputation and profitability creating conflict between
manufacturers and 3PLs. Likewise, Bogh, Mikkelsen and Wghlk (2014) considered a
case study where paper and glass are collected from recycling cubes and transported
to a treatment facility, and processed for reuse. At this point, they showed how
outsourcing the planning and transportation of this service may result in conflict and

unsustainable solutions between public companies and logistics service providers.

On the other hand, Lukinskiy and Pletneva (2018) studied conflict caused by
decentralized decision parameters leading to unsafe situations on roads and
violations of various transportation requirements between businessmen owning
goods, transport companies, consumers, and the society. Also, Fan et al. (2021)
considered the specific characteristics of cold chains in the decision-making process
leading to trade off the conflicts between objectives, e.g. cost efficiency, quality, and
environmental impacts among different stakeholders (e.g. importer, exporter,
maritime carrier, freight forwarder, terminal operator, customs authority, truck
operator, barge operator) in designing tailored solutions for cold chains. Lastly,
Rodriguez et al. (2022) showed intrinsic goal conflicts between the carrier, the final
customer, and society by considering a tradeoff between time and cost that results in

the selection of a particular transport mode.

In general, while operational conflicts in the systematic literature of supply chains
mainly focus on efficiency and utilization considerations, optimal order and shipment
sizes, supply chain strategies, performance evaluation of partners, and service levels
and after-sales service operations; the conflicts within the systematic literature of
logistics service network enhance these findings by adding other considerations as
well including conflicting strategic parameters, scheduling and planning problems in
production, distribution, and service stage and issues with determining strategic

parameters in decision-making process.

3.2.2.2.3.4. Relationship Conflicts
Relationship conflicts in the logistics service network are generally in the form of

unbalanced power practices, relational uncertainties, lack of coordination and
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collaborative decision-making, information asymmetries, and opportunistic

behaviors.

In terms of unbalanced power practices, Marcus Wallenburg and Simon Raue (2011)
stated that horizontal LSP cooperation offers a high potential for conflict due to its
complex nature, and the emergence of conflicts in these relationships can stem from
unequally distributed power within cooperation in which less powerful partners are
likely to feel discriminated against. Likewise, Liu et al. (2019) investigated water
transportation service systems involving ports, carriers, and many other departments
that have conflicts of interest. Herein, as the carriers are in a weak position when
negotiating with the ports, they generally cooperate and form an alliance that makes
independent decisions based on the overall interests of the carriers, regardless of the
interests of the port. Thereby, the conflict emerges. Furthermore, Qu, Wang and
Zeng (2020) addressed the conflict between cruise lines and cruise service providers
in which cruise lines impose flexibility requirements on suppliers in response to
urgent orders. These short notices do not also bring conflicts but also hinder

establishing long-term reliable relationships for these parties.

Considering relational uncertainties, Bolumole, Grawe and Daugherty (2016)
addressed risks associated with cross-firm relationships and examined boundary
spanners that link 3PLs with their environment through the interaction of the 3PL
implants with customers. The conflict appeared here due to the lack of sufficient
clarity in the expectations and pressures directed to the boundary spanner from intra-
organizational sources (his/her employer) as well as extra-organizational sources (the

customer).

For the lack of coordination and collaborative decision-making, Feng et al. (2017)
addressed the hinterland barge transshipment planning problem formulated which is
essentially categorized into an inter-organizational decision-making process. Herein,
each organization (terminal party, barge party) is concerned with its core interests
which makes collaborative decision-making difficult to achieve. While the primary
objective of barge parties is to reduce the waiting time of barges during operations,
maintaining an acceptable occupancy level appeared as an important interest level for

terminals. Also, Brooks, Ravishankar and Oshri (2022) addressed conflicts arising
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from contrasting interpretations of a set of actions in terms of assessing the impact of
a planned task migration strategy among logistics senior managers. In this way, they
provided a ‘sequencing and pacing’ approach to information technology-enabled task
migration. In a similar vein, Mazzei and Steiner (2020) revealed a lack of
coordination, duplication of work and conflict among service providers. As such, the
experience of the participants reveals a mismatch between social enterprise policy
aspirations and the practical implementation of policies in support of social and
commercial entrepreneurship. As stated by Yang et al. (2022), there is often a lack of
coordination between the multiple parties (usually the government, the development
enterprise and the entered enterprises), which leads to a series of conflicts such as
low efficiency and disordered management and so on, finally affecting the project

performance of the construction and operation of a logistics park project.

Regarding information asymmetries, the findings state different kinds of
manipulation, unethical behaviors, and privacy concerns, selfish and opportunistic
behaviors. Considering manipulation and unethical behaviors, Shareef et al. (2021)
investigated the role of unethical behavior and manipulation as the essence of
conflicts and organizational confrontation between agents, logistics service
providers, farmers, retailers and district-level government officers. Wang, Pallis and
Notteboom (2014) also outline the conflict of interests between the port authority and
the contracting parties, demonstrating that, due to asymmetric information, a terminal
operator might engage in activities that are undesirable from a port authority
standpoint after the concession agreement is signed. Herein, the study emphasizes the
use of incentives to bring port authorities and terminal operators' objectives into line
with those of concession agreements' contractual clauses regarding cruise terminal
operations. Lastly, Liu et al. (2021) addressed conflicts between logistics service
providers (LSPs) and logistics platform integrators in terms of selecting LSPs. As the
recent conflicts are primarily brought on by quality fraud, trust behavior, and
information asymmetry are two important factors that need to be taken into

consideration here.

In terms of selfish and opportunistic behaviors, Schmoltzi and Wallenburg (2012)
addressed LSPs’ horizontal cooperation which is determined by two opposing forces

inherent to them, competition, and cooperation arising from various market
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challenges. This constellation leads to high risks of opportunism and conflicts which
can jeopardize their partnership. Furthermore, they stated that a missing balance of
social control can amplify opportunistic behavior, provoke partner conflicts that deter
cooperation  survival, and lower cooperation effectiveness.  Herein,
misunderstandings and conflicts evolve when contradictory objectives are part of the
cooperation and internal fights about resources or the dominance in the partnership
are prevailing. Along similar lines, Liu, Kuang and Huang (2017) state that, fourth-
party logistics develops as an integrator of supply chain services for customers with
the rapid development of modern logistics industry. At the same time, information-
sharing conflict arises among the fourth-party logistics companies, the third-
party logistics companies, customers, and local government, because the third-
party logistics companies are hesitant to share information with the fourth-

party logistics service providers.

For privacy concerns based on information asymmetries, Sternberg, Mathauer and
Hofmann (2022) mentioned technology management conflicts referring to the
organizational distances between the technology initiator and the technology users.
Herein, an information asymmetry problem arises with the user privacy concerns
between subcontractors and logistics service providers. In the study of Sternberg,
Mathauer and Hofmann (2022), although shippers and logistics service providers
implement information communication technology in outsourced logistics to increase
efficiency and remedy information asymmetry, the nature of outsourced logistics
operations create technology management challenges due to the organizational
distances between the technology initiator and the technology users which triggers
conflict between these two parties. As a resolution, they offered technological
integration which gives the principal actual authority over the agent in place of the
hypothetical equality implied between the principal and agent at the contract stage.

In a systematic review of the conflict, the main focus was the collaboration issues,
role and goal conflicts, power practices of the partners, and information asymmetries
characterized by the misrepresentation and manipulation of information in an
opportunistic way along the supply chains. Within the context of the logistics service
network, the lack of collaborative decision-making and coordination, and relational

uncertainties are also incorporated.
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3.2.2.2.3.5. Regulatory-Legislative Conflicts
The systematic literature review in the logistics service network indicates that
regulatory conflicts are mainly related to the operationalization of government

regulations and port conflicts.

Pereseina et al. (2014) pointed out different conflicts which can be found between
several stakeholder groups in the heavy vehicle industry. Herein, operationalization
of governmental regulations regarding how to make sure the rules are being followed
by the foreign stakeholders is also a conflicting issue for the stakeholders. As the
authors state, the biggest shift in transportation would occur if foreign stakeholders
started to adhere to the same fundamental standards they do in other markets: not to
accept illegal overloading, excessive working hours, subpar equipment, and
inadequate manual loading and unloading of priceless goods.

Considering port conflicts, Stevens, Baker and Freestone (2010) mentioned legal
disputes at both Brisbane and Canberra Airports by highlighting the regional
conflicts associated with urban development and fragmentation of decision-making
associated with their development. These were symptoms of a broader array of
conflicts involving airports, municipalities, state governments and the broader
community nationwide that have surfaced in two major public hearings on the future
of airports. Likewise, Monios and Wilmsmeier (2013) highlighted conflicts between
maritime and inland actors as a lack of integration, institutional barriers, and the
importance of understanding the specificity of market structure and the limitations of
political design, both of which limit the extent of port regionalization processes. On
the other hand, Parola and Maugeri (2013) addressed port conflicts stemming from
desynchronization between public institutions (PAs, municipality, central and local
governments, etc.) and private firms (stevedores, ocean carriers, etc.) in taking
responsive and proactive decisions. Also, Galvao, Wang and Mileski (2016) opined
that, as port activities expand, increasing participation of the private sector and
complex interaction among stakeholders contribute to port conflicts. In this regard,
they addressed a problematic governance structure which was characterized with
inconsistency in views and preferences between stakeholders including maritime

associations, port authorities and the councils of ports. Gonzalez-Aregall and
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Bergqvist (2019) also discussed port labor conflicts in which stevedoring service is

based on two labor unions; however, according to the Swedish labor regulation only

one syndicate can sign the working conditions with the main company through a

collective bargaining agreement (CBA) and consequently, the regulation allows

unions without CBA with their employers go on strike. This conflict occurring

between terminal operators and major shipping lines resulted in serious negative

impacts on these markets and hinterland logistics. Lastly, Rogerson, Svanberg and

Santén (2022) explored port conflicts, due to labor strikes and countermeasures

among port-terminal operators (Gothenburg and other ports), companies importing

and exporting goods, shipping companies, freight forwarders, haulers and rail

operators.

Table 4. Source of Conflicts

and Resolution Mechanisms in Logistics Service

Network
Aggregate Second-order First-order themes Resolutions Applied
dimensions themes Research
Economic distorted  profit | e profit margin ° Multi objective
Interests distribution inequalities optimization (pareto optimal
° extended market solutions) (Modak et al.,
shares 2018)
° maximization of ) Game theoretical
profits models (e.g. equilibriums,

Table 4 (Continued). Source of Conflicts and Resolution Mechanisms in Logistics

Service Network

° price wars
(suboptimal amounts of

pricing/unfair pricing)

Stackelberg and backward
inductions) (Lin and Wang,
2020; Wen, Wang and Shi,

channel ° double 2020; Hu et al., 2021; Wang
encroachments marginalization et al. 2021a; Dabaghian et al.,
° encroachment 2022; Zhou et al., 2022)
strategies ° Incentives (Ma et
° double monopolies al., 2022)
Sustainability | tradeoffs in ) fuel efficiency and ) Contractual

Conflicts

sustainability-

economic gains

gas emissions
° economic growth and
sustainable urban

development/biodiversity

governance (Pugliano,
Benassai and Benassai, 2018)
° Negotiation rounds,

mediation, coordination,

54




governance-
driven
sustainability

conflicts

° strategic-level
considerations in
sustainability (port policies,
location of hazardous

material)

° sustainable oriented
service quality issues (e.g.
conflicting technical

complications)

° policy-driven
conflicts (e.g. tax impositions

for sustainability)

° conflicting
sustainability mindsets (e.g.
negligence of sustainability

practices)

° conflicting
managerial roles and poor

management of spaces

cooperation (Rebehy et al.,
2019; Irfani, Wibisono and
Basri, 2019; Mensah, 2021)
° Multi objective
methods simulation,
evolutionary game,
continuous approximation
optimization (Maloni, Paul
and Gligor, 2013; Fan,
Behdani and Bloemhof-
Ruwaard, 2020; Yi and
Yang, 2021; Fontaine,
Minner and Schiffer, 2022;
Lord et al., 2022)

° Game theoretic
models (backward induction)
(Tamannaei, Zarei and Rasti-
Barzoki, 2021)

Table 4 (Continued). Source of Conflicts and Resolution Mechanisms in Logistics
Service Network

Operational
Conflicts

processes of ) incompatible
performance practices

measurement

scheduling and ° unpredicted service

planning
problems in
production,
distribution, and

service stages

stage and sequences
° repositioning of the

containers

° Multi objective
optimization (pareto optimal
solutions & algorithms,
optimization algorithms,
heuristic algorithms,
evolutionary game,
simulation (Bogh, Mikkelsen
and Wehlk, 2014; Agnetis,
Aloulou and Fu, 2016;
Vairaktarakis and
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inefficient ° resource allocation

resource ° pallet managements

utilization ° unavailability of
space

strategic ° location selections

parameters in ° outsourcing decisions

decision making ) decentralized

decision parameters

° design of tailored
solutions
° selection of

transportation mode

Aydinliyim, 2017; Lukinskiy
and Pletneva, 2018; Xu, Sun
and Wang, 2019; Liuet al.,
2021; Fan et al., 2021;
Rodriguez et al., 2022)

° Game theoretical
models (equilibriums)
(Sandstrom and Elander,
2021)

° Relational and
contractual governance
mechanisms & incentives
(integration between partners,
transparent and collaborative
relationships, realization of
new infrastructure and the
creation of incentives,
legislative framework (
Dwitasari et al., 2021)

° Sense making
resolutions (cognitive related
processes, process mappings)
(Wang and Vogt, 2019)

Table 4 (Continued). Source of Conflicts and Resolution Mechanisms in Logistics
Service Network

Relationship
Conflicts

unbalanced power | e discrimination of
practices partners
° weak positions in
negotiations
° impositions
lack of ° contrasting

collaborative
decision making

and coordination

interpretations of actions of
partners

° duplication of work
° disordered

management

o Formal and
relational governance
mechanisms (Marcus
Wallenburg and Simon
Raue, 2011)

° Organizational and
contract governance (Parola
and Maugeri, 2013; Wang et

al., 2014; Bolumole, Grawe
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information

asymmetries

° manipulation

° unethical behaviors
° privacy concerns
° selfish and

opportunistic behaviors

relational

uncertainties

° lack of sufficient

clarity in expectations

and Daugherty, 2016)

° Accommodating and
compromising style (Shareef
etal., 2021)

° Sense-making
framing (socio-cognitive
perspectives) (Brooks,
Ravishankar and Oshri,
2022)

° Collaboration and
negotiation (Schmoltzi and
Wallenburg, 2012; Feng et
al., 2017; Yang et al., 2022)
° Multi-objective
optimization (Galvao, Wang
and Mileski, 2016; Liu,
Kuang and Huang, 2017;
Feng et al., 2017)

° Incentives (Qu,
Wang and Zeng, 2020)
° Information sharing

mechanisms, technological
integration (Sternberg,
Mathauer and Hofmann,
2022)

Table 4 (Continued). Source of Conflicts and Resolution Mechanisms in Logistics

Service Network

Regulatory-
Legislative
Conflicts

operationalization
of government

regulations

° unstandardized rules

o Coordination
mechanism (Monios and
Wilmsmeier, 2013)

° Contractual
agreements (Stevens,, Baker
and Freestone, 2010; Monios
and Wilmsmeier, 2013;
Parola and Maugeri, 2013;
Pereseina et al., 2014;

Gonzalez-Aregall and
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Berggvist, 2019; Rogerson,
Svanberg and Santén, 2022)

Although this systematic review gives insights into the conflicts in the logistics
service network within a B2B approach, we need to delve into the research in a way
to encapsulate all the dynamics of the conflicts to minimize the adverse effects.
Herein, as it can be inferred from the systematic review of conflicts in the logistics
service network, the “multiplayer logistics networks” highlights a promising
area for further effort as most of the studies include the dyadic relationship of the
parties. Likewise, since more than 50 percent of the studies in these fields employed
quantitative methods, addressing this multi-sector with a mixed method design
embracing both qualitative and quantitative techniques, will present novelty to the
field. In line with these, the research questions are as the following:

RQ1) What are the emerging conflicting paradigms in the domain of ‘multi-
actor logistics service network’ recently?

RQ2) What are the probable destructive and constructive effects of channel
conflicts in the logistics service network?

RQ3) What are the changing dynamics of conflicts in the logistics service
network?

RQ4) What are the preventive strategies to cope with conflicts?

RQ5) What are the level-based resolution strategies (e.g. latent, perceived,

felt, manifest, aftermath) of logistics service actors to deal with conflicts?
CHAPTER 4: THEORETICAL BACKGROUND

It is worthwhile to investigate the related theoretical framework as stated in the
literature in order to better comprehend the characteristics and dynamics of the
conflicts. As the notion of conflict is at the heart of the majority of theoretical
schemes in social sciences, multiple theoretical concepts were employed here to
reveal several meanings and applications in different content domains of conflict. In
this regard, we will discuss conflict theory, dynamic capability theory, agency
theory, and social exchange theory.

4.1. Conflict Theory
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Conflict theory is mostly examined from the perspective of anthropology,
psychology, and sociology disciplines by considering a wide variety of individual,
group, and societal issues and it is acknowledged as a group of theories examining
competition over resources, power, and prestige (Stock, 1997). For instance, Karl
Marx proposed conflict theory (Marxists Internet Archive, 2010), which asserts that
society is perpetually in conflict as a result of economic behaviors such as
competition for limited resources (Terhune and Matusitz, 2016). In addition, conflict
theory demonstrates how disparities in power and rights among diverse groups can
result in disputes and friction (Coser, 1998). According to the notion, there are
different amounts of resources available to people and groups throughout society.
Due to their control over resources, the powerful groups impose their terms and
conditions on the oppressed majority. The philosophy here concentrates on the
conflict over social, political, or economic dominance (McCafferty, 2006). Also, the
power as the central concept in conflict theory is also explained as a situational
variable that shapes social outcomes according to the specific interests. By the same
token, the importance of specific topics or significance attached to certain issues in
challenging the current social structure signifies the criticality as another situational
variable in this theory. These variables are also seen as elements that influence the
outcomes of the relationship between parties (Jonker and Foster, 2002).

Within the context of conflict theory, the conflict dynamic systems perspective, also
known as dynamical systems theory, is one method that sheds light on how systems
develop and resist change, and consequently, how to research conflict as well
(Malka, 2021). In line with this, Coleman (2014) holds that conflict is primarily
about change, which is consistent with Marcus (2014)" claims that conflict is most
frequently sparked by change and that conflict is essential for arousing forces that
upset the status quo. Coleman (2014) examined the resilience of prolonged conflict
and more specifically the non-linear growth of conflicts from the perspective of
conflict dynamic systems. He drew a path for the dynamic process that follows as
conflict develops by relying on the special characteristics of conflict dynamic
systems. Deeply entrenched conflict is like an epidemic: it starts out slowly, but
swiftly develops and spreads exponentially, becoming a tremendous event of great
proportions. This property is similar to the butterfly effect, a crucial aspect of chaos

theory. In light of this similar problems start to collapse together and feed each other
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through reinforcing feedback loops, which finally exceed a threshold and become
self-organizing. These systems of conflict draw people and people are drawn to and

resist change by strong, cohesive patterns (Coleman, 2014).

4.1.1. Conflict Types and Typologies

As the early approaches for classifying conflicts were situation-specific, each
researcher concentrated on a particular type of conflict in different contexts which
brings fragmented pictures of conflict types to the literature (Hough and Chaney,
2005).

Pondy (1967) defined conflicts as a dynamic process consisting of a series of
episodes between two or more individuals and distinguished three types of conflict:
(1) bargaining conflicts between parties in interest group relationships; (2)
bureaucratic conflicts between parties in superior-subordinate relationships; and (3)
system conflicts between parties in lateral or working relationships. Apart from this,
Filley (1975) also introduced different kinds of conflicts as competitive and
disruptive conflicts. In competitive conflict, only one side is capable of winning at
the expense of the complete loss of the other side where the situation is governed by
some set of rules, while in disruptive conflict one side is determined to beat or drive
away the other without adhering to a set of rules. In other studies, conflict types are
conceptualized as relationship-focused conflicts (social-emotional) and task-related
conflicts (cognitive) (Wall and Nolan; 1986; Priem and Price, 1991; Amason and
Sapienza, 1997). Besides, Thomas (1992b) divided conflicts into four: goals conflict
(i.e., inconsistent priority), recognizing conflict (i.e., inconsistent thinking),
emotional conflict (inconsistent feelings), and procedure conflict. Lastly, Jehn
(1995) and Jehn (1997) proposed three main types of conflicts which are task,
relationship, and process conflicts. Task conflicts arise concerning the task a group is
working on. Conflicts within relationships often start out as emotional issues. Process
conflict, on the other hand, refers to differences in the protocols and tools used to

carry out the task (e.g. resources delegation and responsibilities).

4.1.2. Functionality of the Conflicts
According to Cosar (1956), conflict is a neutral phenomenon but the outcome of a

conflict can be either constructive or destructive. In this regard, different ways of
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thinking in which outcomes are seen as negative, positive, and neutral have been put
forward. The destructiveness of conflict is acknowledged as a threat to the state's
success, and organizations should develop procedures to reduce its occurrence (Fink,
1968; Rahim, 2017). Destructive outcomes of the conflicts are mainly feelings of
upset, decreased satisfaction, diminished working relationship, declined productivity,
lack of cooperation, and lack of communication (Wall and Callister, 1995; Hibbard,
Kumar and Stern, 2001; Eckert and Rinehart, 2005; Yasin and Osman, 2018). As
stated by Jia et al. (2011), if the conflicts are not handled or resolved properly, they

can cause even more chaos, demonstrating the destruction of conflicts.

We generally regard any conflict resolution method driven by the desire to damage
the other to be aggressive and, as a result, ultimately destructive (Boardman and
Horowitz, 1994). In similar lines, conflict management entails developing effective
techniques to lessen the destructive outcomes of conflict and promote the
constructive roles of conflict in order to improve organizational learning and
effectiveness (Jia et al., 2011). However, a certain amount of conflict is necessary for
viability and stability in achieving proper group functioning and better performance
implying a constructive conflict (Litterer, 1966). The consequences of constructive
conflicts are releasing hostilities, innovative solutions through introducing different
perspectives, higher performance, increased trust, and enhanced decision-making
(Coughlan et al., 2001; Eckert and Rinehart, 2005; Filippelli-DiManna, 2012).

4.1.3. Conflict Levels and Resolution

Within the context of conflict theory, as Pondy (1967) states, conflict episodes can be
seen as a progressive escalation to a state of disorder. In this process, the degree of
crystallization and the modes of resolution as two fundamental variables are closely
linked. Crystallization denotes the existence of a conflict. Low-level crystallized
conflicts are short-lived and can appear as a straightforward expression of discontent
that is not followed by actions. On the other hand, high-level crystallized conflicts do
not resolve immediately or manifest themselves repeatedly after being partially
resolved (Fossati, 2011). Based on the crystallization (intensity) of the situation,
various conflict levels/stages exist: latent, perceived, felt, manifest and aftermath
conflicts (Pondy, 1967; Filley, 1975). In the objectivist approach, researchers opine

that a conflict exists (crystallized) or not at the latent level, but subjectivists only
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recognize conflict at the manifest level. Herein, the resolution orientations applied at
these different levels affect whether conflicts are escalated or not. Escalation
behavior here denotes hostility, competitiveness, or using coercive tactics by the
actors (Ziegler, 2005). By basing on the conflict theory, it can be said that greater
sensitivity should be demonstrated in small circumstances (low crystallization in our
research) before it leads to larger discrepancies between the parties (Leatherman and
Véyrynen, 1995; Jia et al., 2011).

In terms of conflict resolution, with a two-dimensional model (Thomas and Kilman,
1978), “cooperative” and “affirmative” dimensions were put forward associated with
the five strategies (competition, compromise, compromise, cooperation, avoidance).
Within the context of cooperative and affirmative dimensions, these five strategies
are adopted by companies based on the company's assessment of what other parties
will do as well as the relative strength of concern for one’s own needs (Boardman
and Horowitz, 1994). Apart from these, when confronted with a conflict, companies
make decisions according to corporate interdependence, corporate intention, status
differences, and the combined effect of the conflict (i.e., short-term and long-term
interests) (Zhou, 2012).

According to conflict theory, a bifurcation is a turning point or crossroads in a
system where escalating conflict or tension results in the division or dividing into
two different routes or outcomes (Young, 1991). It denotes a critical stage when the
conflict intensifies (more crystallized) and can lead to the emergence of distinct
factions or the creation of division between opposing groups or interests. It is the
mutually exclusive behaviors of fighting, escaping, or surrendering which are
bifurcated. (Butz, 1992). It can be inferred that the likelihood of reaching a point of
bifurcation can be prevented if the right resolution actions are taken at the right point.

4.1.4. Conflict Transformation

Conflict transformation is a comprehensive set of lenses for understanding how
conflict arises from, develops within, and changes the personal, relational, structural,
and cultural dimensions, as well as for developing innovative responses that
encourage peaceful change within those dimensions (Miall, 2007). It is a step beyond

conflict resolution and points toward a deep transformation. Its emphasis is on the
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need for systemic change in order to alter the social structures, conflict parties, and
institutions within which conflicts are embedded (Tucho, 2016).

Vayrynen (1991) emphasized the significance of comprehending how conflicts are
transformed in dynamic terms and called for a conflict theory centered on
transformation rather than settlement. This refers to "the transformation of people as
well as the transformation of relationships and both large- and small-scale social
systems." (Dukes, 1999: 48). The majority of conflict theory takes the issues, actors,
and interests as given and tries to discover a way to lessen or remove conflicts
between them on that premise. However, issues, actors, and interests change over
time as a result of society's social, economic, and political dynamics. In this regard,
his approach incorporates six conflict transformations namely context, structure,

actors, issues, personal/elite, and rule.

Context transformation (1), changes in the context of conflict can drastically alter
each party's perception of the conflict situation as well as their motivations. One

example is a change in the international or regional environment.

Structural transformations (2) are changes to the conflict's fundamental components,
such as the actors involved, their problems, their incompatible aims, and their
relationships, as well as any changes to the society, economy, or state in which the
conflict is situated. Examples include the shift from asymmetric to symmetric

relationships, changes in power dynamics, and shifts in the markets.

Actor transformations (3) refer to choices made by actors to modify their objectives
or their general strategy for handling conflict. Choosing to look for peace or to start a
peace process would fall under this category. It also refers to internal party changes
or the emergence of new parties, and it covers instances like altered party leadership,
altered objectives, altered internal dynamics, altered constituencies, and altered
players. The change from limited representation of some small-scale actors in the
supply chain to the formation of cooperatives, labor unions, or other collective

organizing efforts is one example.

Issue reformulations (4) refer to how the parties reinterpret or reframe their
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perspectives on the major disagreements in an effort to reach agreements or
resolutions. It entails changing the agenda of conflict issues, such as transcending
contentious issues, reaching a mutually beneficial settlement, changing issues, and
de- or re-linking issues. For example, the issue of negative environmental impacts
produced by supply chain activities such as pollution or carbon emissions is reframed
as sustainability, highlighting the importance of responsible sourcing or

environmentally friendly methods.

Personal/elite transformation (5) implies that personal changes of heart or mind
within individual leaders or small groups with decision-making power may be
critical at critical moments. Some external intervenors attempt to directly reach these
leaders and effect this personal change. Changes in perspective, heart changes, will

changes, and conciliation gestures are a few examples.

Rule transformations (6) changes in the norms or rules governing a conflict. For
instance, there was a lack of accountability and minimal guidelines regarding the
sourcing practices of companies within the supply chain; now, responsible sourcing
policies that outline specific criteria and standards for suppliers are being

implemented, ensuring adherence to social and environmental standards.

4.2. Dynamic Capability Theory

Dynamic (or first-level) capabilities (DC) are high-level processes that enable the
ability to comprehend the environment and respond to it by enhancing, adapting, or
developing common skills (Winter, 2003). Firms' ordinary (operational) capabilities
are defined as zero-level capabilities that are part of the basic functional activities
that allow the firms to exist. As organizations operate in a turbulent business
environment, they face the challenges of this dynamic structure characterized by
rapid and unpredictable change. In this sense, dynamic business conditions force
companies to improve their ordinary capabilities by obtaining and deploying
resources in novel ways (Madadi, Torres and Zudiga, 2022). Herein, continuous
updating of firms’ capabilities develops their long-term competitive advantage and

increases their performance (Kdhkonen et al., 2021).
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As an extension of the traditional resource-based view (RBV), the key elements of
DC center on identifying strategic organizational processes, reallocating resources
(integrating, gaining, and releasing), and determining the best course of action for
obtaining competitive advantage (Chowdhury and Quaddus, 2017). DC is the
capacity to reorganize resources (tangible and intangible) in order to identify
reconfiguration capabilities (Teece, Pisano and Shuen, 1997). In literature, we can
see that DC takes place as a multi-dimensional construct in the literature. For
instance, these capabilities are classified by Teece (2007) into three categories:

sensing, seizing, and reconfiguring.

Firstly, sensing capability incorporates a supply chain's capacity to foresee
disruptions by keeping an eye out for triggers and changes, analyzing their
probabilities, and preparing for or mitigating their effects (Sawyerr and Harrison,
2022). The examples can be monitoring the structural changes in the market and
industry and the responses of suppliers and rivals as well as the validation of internal
research initiatives, customer requests, and technological advancements (Lee and
Yoo, 2019). Secondly, seizing capability entails taking action to take advantage of
opportunities or lessen hazards that are sensed. Herein, companies seize the
possibilities, choose a business model to build a new product, allocate the resources
required, and market the product (Cepeda and Vera, 2007). Lastly, in reconfiguration
capability, companies learn and grow by analyzing the disruption, the causes, and the
impacts. In addition to this, they develop its capabilities to avoid or better prepare for
and/or respond to a new occurrence. In this context, reconfiguring helps businesses
to continually match operational capabilities with (seized) opportunities and is
integrated within the idea of internally focused learning (Weerawardena and O'Cass,
2004). Internal learning entails unlearning previously acquired operating skills and
developing new ones. In this context, coordinating/integrating activities, learning and
strategic competitive response processes seem to be significant drivers that lead to
the development of new configurations of functional competencies (Protogerou,
Caloghirou and Lioukas, 2012).

Companies use sensing capabilities to identify and respond to opportunities and

threats; they use seizing capabilities to take advantage of these opportunities and
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ward off threats; and they use reconfiguring capabilities to maintain their
competitiveness by enhancing, combining, safeguarding, and, as needed, modifying
operational capabilities (Gebauer, 2011). The rationale for initiating strategic change

serves as the foundation for these three categories of DC.

Apart from the classification of Teece (2007), Wu (2010) also divided the dynamic
capabilities of companies into integration ability, learning ability and reconfiguration
ability. Herein, the first capability, the ability to learn, can be thought of as a
fundamental way of achieving strategic innovation which means discovering and
learning new ways, while also using what they have already learned (Prieto and
Revilla, 2006). Through learning ability including the accumulation of experience,
the articulation of knowledge, and the codification of knowledge (Shang, Wu and
Yao, 2010), firms can distribute knowledge across organizational units through
sharing success and failure experiences on projects or activities, and then it learns
from these accumulated experiences which can be useful, especially in conflictual
situations. Some learning abilities include systematic in-house learning and
knowledge development, cross-functional learning programs, workshops, effective
teamwork, and well-organized “on-the-job or educational training” (Protogerou,
Caloghirou and Lioukas, 2012; Zhou et al., 2018; Ghasemzadeh et al., 2022).

Coordination capabilities as a second capability type, include managerial and
organizational processes related to the coordination and integration of different
activities and different dynamic capabilities and promote efficiency through specific
organizational practices and internal policies. Effective integration and
standardization of business processes, adoption of the latest management tools and
techniques, and systematic implementation of business planning, establishing new
collaborations, integration with suppliers, as well as outsourcing organizational
activities are some actions used in this process (Protogerou, Caloghirou and Lioukas,
2012; Lee and Yoo, 2019).

The third capability is reconfiguration (strategic competitive response in order
words) refers to processes aimed at understanding and adapting to environmental
trends. This process includes effective benchmarking, systematic formulation of

long-term strategy, timely response to competitive strategic moves, and flexible
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adaptation of human resources to technological and competitive changes, disposing
of (releasing) unnecessary and redundant resources and creating innovations
(Protogerou, Caloghirou and Lioukas, 2012; Cyfert et al., 2021).

Along similar lines, Davila, Epstein and Shelton (2006) have classified dynamic
capability as financial management capability, product development capability,
human resource management capability, strategic planning capability, sales, and
marketing capability, and partnership management capability; while Pavlou and
Sawy (2011) propose the following dimensions for DC: sensing, learning,
integration, and coordination. Also, Takahashi, Bulgacov and Giacomini (2017)
address all dimensions together as sensing, seizing, reconfiguration learning,
coordination, and integration. Similarly, Wamba et al. (2017) and Mandal (2018)
categorize dynamic capabilities as having four capability dimensions: planning,
investment decision-making, coordination, and control. Additionally, Lee and Yoo
(2019) employed sensing, seizing, and transforming capability of DC by pointing to
the relationship between open innovation and the company's competitive advantage.
Recently, Cyfert et al. (2021) addressed dynamic capabilities covering five activities:
searching for opportunities; knowledge management and learning; coordination;

configuration and reconfiguration; and organizational adaptation.

Considering the conflict and DC relationship, conflicts are used as a catalyst to
investigate the creation and institutionalization of a set of DC (Tran, Zahra and
Hughes, 2019). In some cases, conflict is mediated by the dynamic capabilities
through functional orientations and enhances performance (Madhani, 2012). In this
context, conflict management is regarded as the key dynamic capability and the

driving force behind efficient supply chain management (Darko and Vlachos, 2022).

4.3. Agency Theory

Agency theory is the most often utilized theory in corporate governance studies
(Huang, 2011). It is one of the most serious attempts to develop a general theory of
the firm within the context of social relations (Jensen and Meckling, 1976). In this
context, Adam Smith ascertained the agency problem in 1776 by emphasizing the
division of ownership and control of the company and stated that managers of money
don't take as much care with other people's money as the owner does (Panda and
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Leepsa, 2017). Afterwards, Berle and Means (1968) mentioned the consequences of
this existing division (ownership and control) such as diversification of investment,
low concentration of ownership along with the divergent interests between involved
parties like directors, managers and proprietary investors. Within the context of
agency theory, the agent is hired by the chain's principal because the principal is
either too busy or does not have the necessary skills to carry out the task. As both
parties in the relationship want to maximize their utilities, neither the principal nor
the agent can be relied upon to properly self-regulate their behaviors (Ross, 1973,;
Jensen and Meckling, 1976). In some cases, agents have imperfect information, and
bias and discrimination are targeted behaviors enacted by in-group agents when they
perceive threats to their interests (Rangan and Wang, 2012; Evans and Tourish,
2017). In this regard, by the use of behavioral monitoring mechanisms (routines and
processes), coordination (facilitating information exchange and incentive alignment),
and specialized investments, the principals may attempt to persuade the agents to act
in a way that is consistent with the principals' interests (economic incentives and

commitment to a relationship) (Flygansver et al., 2018).

Several researches made by scholars improve our understanding of how agency
theory explains relations in different disciplines such as economics, finance,
information systems and management (e.g. Eisenhardt, 1988; Sappington, 1991;
Stock, 1997; Mahaney and Lederer, 2003). More recently, there has been a growing
interest in using agency theory to understand how participants within the supply
chain (SC) manage risks, align incentives, and shape relationships (Norrman, 2008;
Shook et al., 2009). There are numerous circumstances in supply chains where a
principal can provide authority to an agent. For instance, managers of reverse supply
chains hire agents to handle product collection, consolidation, and processing of
electronic waste (Flygansveer et al., 2018). Given the variety of principal-agent
interactions in the supply chain, it is common for partners' signals, incentives, and
strategies to conflict, and attempting to resolve this causes some degree of instability

in the system.

Based on the important assumptions of agency theory, potential goal conflicts
between principals and agents lead to each party acting in its own self- interest and

this brings about some problems in agency relationships which are information
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asymmetry, adverse selection or pre-contractual opportunism, and moral hazard or
post-contractual opportunism (Zu and Kaynak, 2012). Within this context, when one
party possesses knowledge that another side does not, there is a (1) information
asymmetry. According to this theory, the agent's informational holdings are greater
and more specialized than those of the principal. This, however, might also work the
opposite way around. It illustrates how principals are unable to fully watch the
behavior of their agents, and how agents will be hesitant to share that information
with the principal due to self-interest on their behalf (Hornibrook, 2007). For
example, when the supplier has more information about product quality and its
internal operations relevant to delivering the stated quality than the manufacturer,
there is information asymmetry between SC players (Kim, Lee and Park, 2011). This
practice might lead to conflicts with the manufacturer, who may receive items that
fall short of their expectations or standards.

(2) Adverse selection, also known as pre-contractual opportunism. It occurs when
one party is more knowledgeable than the other about the characteristics of a good or
service, putting the other party at risk since they are unable to make an informed
decision (e.g. low quality). Herein, a probability of adverse selection exists when
there is information asymmetry between the contracting parties (principal and agent)
prior to the arrangement (Siddika and Ahmad, 2022). In supply chain relationships,
when a supplier concealed the true quality of the product and incorrect product
information was provided prior to a transaction, adverse selection might result. The
suppliers’ purposeful deception or concealing of information may cause a conflict
between the supplier and the buyer as the buyer’s interests in acquiring a product of

the desired quality are jeopardized.

When a party uses information and expertise to behave opportunistically to their own
advantage rather than in good faith with the established contractual purposes, this is
known as (3) moral hazard or post-contractual opportunism. Moral hazard may
develop after a transaction if the supplier shirks its performance obligations, breaches
a contract, or lowers the quality of the products it promises to offer. In this situation,
the agent has the option of failing to act appropriately as he should by abiding by the
terms of the contract. Because it is impossible for a principal to completely supervise
an agent's activity, the agent can gain an informational advantage (Barbagallo and

Comuzzi, 2008). For example, buyers generally expect the supplier to meet their
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contractual duties by delivering quality items, yet the supplier's actions undercut the
buyer's expectations as suppliers see that they can cut prices or take shortcuts in their
manufacturing process without informing the buyer which creates a moral hazard
problem. Based on these factors, it can be said that distrust is a key component of

agency theory (Snippert et al., 2015).

4.4. Social Exchange Theory

The Social Exchange Theory (SET) has roots in a variety of academic fields,
including sociology, social psychology, anthropology, and psychology. The central
tenet of SET is that people in a social relationship decide whether to keep or end the
relationship based on a comparison of the benefits to the costs of keeping the
relationship (Ko and Hur, 2014). In this context, relationships develop through time
into commitments that are trustworthy, loyal, and mutual in which parties must
follow specific "rules” of exchange in order to achieve this. In this sense, exchange
norms and laws serve as "the rules” for all exchange activities (Cropanzano and
Mitchell, 2005). For instance, within the context of reciprocity in supply chain
relationships, a supplier contributes to its distributor through its supply chain
management policies. An expectation is created when a contribution is made to its
distributor that it will be reimbursed later. The distributor who receives a valuable
contribution develops a sense of obligation and responds appropriately with

attitudinal and behavioral responses (Griffith, Harvey and Lusch, 2006).

According to SET, the perception of justice is what stimulates relational attitudes and
behaviors, and it encourages the motivational impetus that drives people to engage in
reciprocal responses (Farid et al., 2021). Three components of justice have been
identified by researchers: the outcomes individuals receive from the organization
(distributive justice), the formal policies or procedures used to distribute outcomes
(procedural justice), and the treatment they receive from the organization's decision-
makers in terms of interpersonal relationships (interactional justice) (Cropanzano,
Prehar and Chen, 2002). Herein, distributive justice is more concerned with
outcomes, whereas procedural and interactional justice is more concerned with

relationships (Martinez- Tur at al., 2006).

In this context, the level of distributive justice is defined as how a company

70



distributes financial benefits, resources, and promotions and it is based on the equity
theory (Akram et al., 2020). Procedural justice examines how and on what basis
incentives/rewards will be distributed, as well as whether people believe the
distribution processes to be fair. On the other hand, interactional justice is related to
the extent to which individuals are treated pleasantly, respectfully, and with dignity
and the explanations given to people that communicate information on why
processes were employed in a certain manner (Moilanen and Ikdheimo, 2019). SET
builds a direct relationship between procedural justice and interactional justice as
subjects take into account socioemotional value in addition to their economic
significance (distributive justice), assuming that humans are social animals
(Martinez- Tur et al., 2006).

Apart from justice, reciprocity, equity, conflict, and opportunism are the other
elements of SET. Although the foundation of equity rules is based on the idea that
parties seek to maximize profits and avoid losses in exchange interactions, conflicts
arise when parties' interests diverge, leading to mutual interference or blocking
conduct. However, conflict minimization and resolution are consistent with the
success and value propositions of SET (Ahmmed and Noor, 2016). For instance, a
distributor who sees its supplier as a long-term partner understands that disagreement
jeopardizes the stability of the partnership and seeks to reduce conflict in the
relationship (Griffith, Harvey and Lusch, 2006). Likewise, it is crucial for suppliers
to put up their best efforts to provide better products for major account customers,
invest in relational assets, and coordinate internal activities in a way that minimizes
conflict (Ahmmed and Noor, 2016).

As stated by Hakansson’s (1982) ‘interaction approach’, participants are frequently
faced with a complex pattern of interactions between and within organizations, and
these interactions institutionalize into a set of roles that each organization’s
stakeholders expect the other to fulfill. In this context, the way in which the parties
interact is significantly impacted by a variety of factors like technology,
organizational size, structure and strategy, and the hierarchy where different levels of
individuals across the organization are involved. Additionally, while market structure
influences the concentration of providers and buyers; the rate of change, the number

of alternative relationships open to participants, and the level of dynamism affect
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each party's capacity to anticipate and forecast market changes that could have an
impact on the partnership. Similarly, internationalization of the market can also
influence an organization’s motivation to create international ties by impacting
organizational structure, sales arrangements, knowledge-required technologies,
language, and trade laws. Also, the social system that surrounds the relationship
defines the real barriers to interacting between organizations, such as protocols,
procedures, experiences, and ways of behaving when dealing with specific industries
and organizations. Finally, the working environment and atmosphere, which are best
described in terms of power/dependence, degree of conflict or cooperation, and
overall social distance between the contributing organizations characterize the

relationship and have an impact on the operations of the companies.
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CHAPTER 5: QUALITATIVE METHODOLOGY

5.1. Research Approach

When the phenomenon of interest is understudied and requires in-depth knowledge
in its real-world context, a qualitative research method is sufficient (Silverman,
2011). In this regard, we conducted 20 semi-structured expert interviews for
qualitative analysis. Herein, we used abductive reasoning to explain conflict
phenomena and to generate new insights within a contextual framework (Kovacs and
Spens, 2005). In this reasoning, we first began with basic assumptions and theoretical
understanding following the empirical observations. When our observations did not
support these earlier theories, we employed an iterative theory-matching approach
(Dubois and Gadde, 2002). In other words, we moved back and forth between data
and theory iteratively (Timmermans and Tavory, 2012). In this process, we gathered
and organized the data for analysis and encoded it into a pre-existing coding
framework by using existing theories as lenses (Braun and Clarke, 2006). The aim
here was to find a new framework or to extend the theory by combining theory with

our empirical investigation.

Within the context of abductive grounded theory approach (Figure 11), we followed
the “seizing process” which includes researching a research question, reviewing the
basic literature on the phenomenon being investigated, and formulating initial
interview questions. After the refinement of our interview questions, we followed the
“process of data collection and analytical procedure” representing the dynamics of
data collection, open coding, axial coding, and the emergence of categories.
Positioned at the center of the process, memoing emphasizes the continuous
communication between notes and perceived concepts at every stage of the analysis,
from the first coding sessions to the end of the analysis. The theory matching process
begins during data analysis and continues until the theoretical saturation of the
categories, through theoretical sampling and selective coding to ensure
representativeness and consistency. This procedure is referred to as "theoretical
grounding™ since the links between categories are anchored inside the abducted
theory. The latter two processes are contextualizing the theory and integrating it,
which are primarily concerned with the refinement and adjustment of the theory
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within the framework of the study.

Figure 11. The Abductive Research Process (Rahmani and Leifels, 2018)

5.2. Research Quality

The classical ideas of reliability and validity are commonly acknowledged as critical
in assessing rigor in quantitative research. However, these criteria have a rather
ambiguous role in the qualitative methodologist's repertory (Sinkovics, Penz and
Ghauri, 2008). In this regard, some scholars (e.g. Lincoln and Guba, 1985; Kirk,
Miller and Miller, 1986) have recommended the use of alternative names and
methods for evaluating qualitative research, such as credibility, transferability,
dependability, and confirmability, in an effort to adapt the principles of reliability
and validity to the practice of doing qualitative research.

Guba and Lincoln (1989) equate credibility and internal validity which focuses on
finding a connection between the created realities of respondents and those realities
provided by the researcher(s). Herein, findings should be congruent and relevant
showing researcher’ intended reality is obtained from the perspectives of those who
provided data. Herein, all interviews, category classification, and coding stages were
conducted and documented by two researchers, allowing for the comparison of
individual interview findings (Gatenholm and Halldorsson, 2022). Besides,
respondents were contacted to double-check the data and confirm the consistency of
material supplied during interviews as well as the veracity of emerging findings
(Creswell and Miller, 2000).

Transferability is viewed in a similar light to external validity or generalizability in
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quantitative research. It depends on how closely or distantly the salient conditions are
related (Crawford, Leybourne and Arnott, 2000). It also indicates that conclusions
from one study can be used to understand other situations or groups of people
(Houghton et al., 2013). To show transferability, the researcher makes sure that the
recruitment and selection of a sample are based on participant expertise and that
participants are aware of the topic being studied (Forero et al., 2018). Besides,
thick/rich descriptions of the phenomenon provides the foundation for qualitative
analysis and reporting (Patton, 2002) and it allows readers to determine how
transferable, rather than generalizable, the issue may be (Merriam, 1998). In this
regard, apart from the description of the context, we establish (and share) a
theoretical viewpoint on key contextual elements that can facilitate the
generalizability of our findings so that readers can assess which scenarios are most

closely related in terms of theory (Polit and Beck, 2010).

Dependability is similar to reliability in that it is concerned with the stability of the
outcomes over time (Stuart et al., 2002). It is attained by documenting the reasoning
of process and method decisions specified in a dependability audit (Halldérsson and
Aastrup, 2003). A protocol was followed in order to ensure dependability
(repeatability) (Strauss and Corbin, 1990). Data were digitized, tape-recorded, and
then translated into their original language throughout the time of study in order to
attain a high degree of transparency. An Excel spreadsheet was used to hold the
transcripts, and a coding framework was developed, which improved the

interpretability of the results across interviews by comparing and contrasting them.

Confirmability describes a theory or concept's capacity to be supported by data
analysis. It should be possible to identify the sources of any qualitative data
interpretations (Autry and Michelle Bobbitt, 2008). Confirmability is also the extent
to which interpretations are the result of the participants and the phenomenon as
opposed to researcher biases (Thomas and Esper, 2010). In this regard, the integrity
of the findings should be assured by objectively establishing a link between data and
the findings. In line with this, throughout the data analysis process over several
months, the research team met several times to discuss and settle any thematic
differences (Hasija and Esper, 2022). Besides, two professional qualitative

researchers were asked to study the approach and evaluate the results in the form of
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expert peer evaluations. Peer reviews of the manuscript supported the study's
rigorous methodology and qualitative results.

5.3. Context of the Study and Selection of the Interview Partners

Supply chains can be analyzed from the perspective of three different but interrelated
layers, including the logistics layer, the transaction layer, and the governance layer
(Willis and Ortiz, 2004). The first layer, the logistics layer, is related to physical
activities and physical flows, such as transportation and transshipment. The second
layer, entitled as transaction layer, is a layer of contract or transaction activities,
covering all business relationships between parties in the supply chain. Most of the
information related to commercial trade and logistics processes comes from this
layer. Finally, we distinguish a governance layer, which includes all government

agencies, such as customs and port authorities, and their inspection and verification

activities. The second and third layers consist of information flow and financial flow
(Figure 12).

Authorizing Group

|¢

Customer Group Organizing Group Financial Group

|¢

Physical Group

Figure 12. Layered Model of Global Supply Chains (Van Baalen, Zuidwijk and Van
Nunen, 2009)

In this layered model of the supply chain, there are also many groups with varied
tasks and responsibilities in the transportation process who manage the flows
(physical, informational, and financial) (Wagenaar, 1992; Chandra and
Hillegersberg, 2018). For instance, the physical group includes the organizations that
perform the actual transportation and handling of the container from the consigner to
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the consignee as part of the logistics layer. Organizations in these groups are
operationally responsible for the container and the contents of the container.
Customer groups are the final customers who are the sender or receiver of the goods
to be packaged in the transaction layer of container transport. Herein, the transport
organization is done either by an organizing group including the shippers,
forwarders, shipping lines (agent) or logistics service providers. These actors are
responsible for overall planning and control of the supply chain, where operational
responsibilities are outsourced to the physical group. While organizing the transport
of a container, the shipping line may outsource the complete hinterland transport
operation to a logistics service provider, where several transportation modes and
intermodal transshipment need to be coordinated. These lines may use subcontractors
to perform the related service. Forwarders are also used in this service by carriers
nominated directly by the shipper or receiver of the goods but paid by the shipping
line. These entities in the organization groups are in the transaction layer. The
authorization group includes organizations responsible for public infrastructure and
regulatory agencies that monitor whether companies in the supply chain are
complying with the rules and regulations. These organizations are part of the
governance layer. This group is responsible for public safety and security and for
checking (international) legal compliance, while the other groups have primary
responsibility for the operation of the supply chain in terms of efficiency and
effectiveness. Finally, the financial group supports financial transactions between
organizations in the supply chain. Banks and insurance companies are examples of

this group, and they are all positioned under the transaction layer (Table 5).

Considering the various groups involved in supply chain arrangements, and the
potential members in the transportation process explained above, we created our
sample frame to be included in the interviews. In this regard, we pay attention that
the sampling frame should be representative of the population we want to generalize

our findings to by considering the specific characteristics and roles of each layer.

Table 5. Potential Members in the Transportation Process (Wagenaar, 1992; Chandra
and Hillegersberg, 2018)

Groups in SC arrangements Examples of organizations

Customer group Shipper; Consignee
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Organizing group Forwarder (merchant haulage); Shipping line agent (carrier

haulage); Logistics service provider (4PL)

Table 5 (Continued). Potential Members in the Transportation Process (Wagenaar,
1992; Chandra and Hillegersberg, 2018)

Physical group Sea terminal operator; Shipping line/sea carrier; Pre- or On-carrier:
carrier inland transport, i.e., barge operator, rail operator, road
carrier; Inland terminal operator; Logistics service provider (3PL);

Empty container depot operator

Authorizing group Customs; Port authorities; Seaport police; River police; Inspection
authorities
Financial group Bank and insurance companies

Purposeful sampling was conducted based on the targeted categories of respondents,
meaning that the individuals were picked based on their capacity to provide
insightful feedback regarding the research topics (Brymen and Bell, 2015). We
reached out to the logistics industry players to gain a deeper understanding of the
phenomenon and use the expertise and experience of the selected informants
(Giiltekin et al., 2022). In this regard, we started by identifying companies involved
in the logistics service sector for more than five years. Here, we placed emphasis on
selecting participant companies operating internationally that have become leaders in
their respective industries, and have a significant amount of industrial experience.
Then, we reached out to the experts including managers, specialists, representatives,
chiefs, coordinators, and consultants of the firms, who have more than five years of
expertise in multi-modal transportation, to get multiple perspectives on the dynamics
of the conflicts in this sector. Besides, we conducted semi-structured expert
interviews with both closed and open questions that were intended to elicit a variety
of replies (Harrell and Bradley, 2009) with logistic actors from different levels; (1)
actors pursuing physical activities and physical flows in the logistics layer
(abbreviated as “P” for Physical Group); (2) actors contracting commercial
relationships between parties in the transaction layer (abbreviated as “0O” for
Organizing Group and “C” for Commercial Group), and (3) actors dealing with
inspection and verification activities in the governance layer (abbreviated as “A” for
Authorizing Group). In this context, 20 participants voluntarily participated in the
study (Table 6).
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5.4. Data Collection

With the help of an academician and a logistics service specialist, a pilot interview
was conducted prior to the collection of the primary data to confirm the clarity and
accuracy of the interview questions. The protocol was then updated to reflect the
small adjustments that were required. The interview was structured using a funnel
technique, moving from general and open-ended inquiries to more focused and in-
depth inquiries (Voss, Tsikriktsis and Frohlich, 2002). In the interview, we mainly
focused on types of conflicts, reasons for conflicts, outcomes, preventive actions,
conflict levels, resolution approaches, and dynamic capabilities required for handling
conflicts.

Data collection was conducted over a 14-month period starting from October 2020 to
December 2021 in a period that includes the Covid-19 pandemic process. The
interviews lasted between 30 and 82 minutes with an average duration of 45 and all
interviews were recorded with permission. Up until a point of information saturation,
each of the interviews was completed sequentially. Although some of the interviews
did not necessarily add new codes to our coding iterations, they validated the pre-
existing theoretical categories (Glaser, Strauss and Strutzel, 1968). In line with the
abductive thematic analysis in grounded theory methodology, dynamic coding
procedure is followed by explaining the theoretical relationship between emerging
categories of concepts through the dynamic position of abduction in the development
of middle range theories. Herein, initial review of pre-existing concepts in the
literature and theory matching began parallel to the analytical process. In this
process, in line with the middle range theorizing concept, we proceeded by
examining a general theory, dividing it, and using the parts necessary for the less
general theory in order to focus on the area between abstract grand theorizing and
theoretical local descriptions which engaging directly with practitioner issues (Green
and Schweber, 2008). As a result, the codes established were sufficiently detailed to

describe and explain the observed phenomenon.

5.4.1. Critical Incident Technique
Within the interviews, we also employed the “critical incident technique” (CIT) in
order to gather "stories about what happened and who did what when - that is events,

activities, and choices ordered over time" (Langley, 1999, p. 692). In keeping with
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CIT logic, we asked participants to recount the full conflict episode, starting with the
earliest indications of conflict and concluding with the belief that it had been
resolved. While semi-structured questions obtained the general description of macro
events, CIT allowed us to record the specifics of the conflict incident and how it was
resolved as they were felt by each respondent in his or her own words (Chell and
Pittaway, 1998). Hence, CIT offers a rich source of data by enabling respondents to
select the episodes that are most pertinent to them for the phenomenon under
investigation (Gremler, 2004). We used CIT to explore behavioural manifestations,
particular triggers that led to behaviours, as well as those behaviours' effects and the
related management strategies (Gelderman, Semeijn and Verhappen, 2020).

CIT can also help counterbalance biases that may arise during semi-structured
interviews. In semi-structured interviews, participants may tend to provide general or
idealized responses, while CIT prompts participants to recall specific incidents,
focusing on concrete details rather than abstract concepts (Breckenridge, 2016).
Within this scope, data on the conflict incident were retroactively collected.
Meanwhile, none of the informants had any trouble remembering several minor
particulars of the conflict occurrence, confirming the validity of the retrospective
approach adopted here.

5.5. Data Analysis

For the data analysis process, 20 of the interviews were transcribed, and a total of
404 individual passages were encoded from 115 pages of transcripts to move
systematically from descriptive data to theoretical analysis. Herein, open, axial, and
selective coding procedures were employed for analyzing the gathered data based on
the methodology suggested by Strauss and Corbin (1998) within the context of
abductive reasoning. Grounded theory methodology, with its coding techniques of
open coding, axial coding, and selective coding, provides a systematic framework for
conducting qualitative analysis and generating theories (Bruscaglioni, 2016;
Rahmani and Leifels, 2018; Koleva, 2023. In this regard, combining abductive
reasoning with Grounded Theory is at the heart of grounded theorizing as it stands as
a bridge between data and a combination of existing theories and allows movement

between data collection, analysis, and theory (Hughes et al., 2023).

80



Specifically, in the open coding, we developed summaries for each question in the
interview. For the CIT part, we constructed a chronological description of each
conflict, describing how it arose, when it happened, and how it was resolved. In this
open coding process, related incidents, activities, and interactions were collected to
create a conceptual category (Chen, Eweje and Kennedy, 2021). As the conceptual
codes grew, we began to organize them into conceptual categories by classifying
them under more abstract explanatory terms through axial coding. Herein, interviews
were read line by line multiple times and broken down into smaller, discrete ideas or
events. Then we created preliminary labels summarizing the data extracted from the
interviews. After some categories emerged, relationships between the open codes and
axial coding were identified. At a more abstract level, we went through further
elaboration and integration at the selective coding stage. In this regard, major themes
were identified, and all categories were centered on a core category. In other words,
we linked the axial encoding results to the prominent phenomenon. In the meantime,
we applied pattern matching by selecting relevant concepts from the literature
(Busse, Meinlschmidt and Foerstl, 2017). Three academics independently validated
the data coding procedure (the steps taken by the coder) and the final product (the
maps and tables derived from the interview data) (Yan and Gray, 1994, p. 1487).
This approach enabled us to achieve a high level of reliability and dependability in
the study. In line with data saturation logic, the process of gathering and analyzing

data lasted until the point where no new insights were observed in the data.

Table 7 summarizes the output of the data analysis process including open, axial, and
selective theoretical dimensions as well as sample quotations from informants in the
analysis. This table presents classifications for each major category in the findings

and a few sample subcategories.

Table 6. Sample of the Study

Company | Respondent | Experience Com | Main Operating Employee | Duration
Profile pany | Logistics Markets Number of the
Age Operations Interview
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P1 12 55 transportatio | 267 offices in | 5500
) n, Africa, Asia,
Air Cargo ) 68
warehousing | Europe,
Manager . )
g services, | Middle East,
export North
facilitation | America
Table 6 (Continued). Sample of the Study
P2 6 44 105 offices | 3500
. in Europe,
Overseas transportation, 50
) North
Partner chartering, .
America,
Manager customs .
Russia,
clearance .
Middle
East,
Central
Asia, and
the Far East
P3 5 44 105 offices | 3500
in Europe,
Business transportation, | North 56
Development chartering, America,
Support customs Russia,
Specialist clearance Middle
East,
Central
Asia, and
the Far
East.
P4 5 19 104 offices | 82
] Europe,
Operations ) )
transportation, | Africa,
and . .
packaging, Antarctica, 54
Customer )
) warehouses Asia,
Representativ )
service North
e
America,
South
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America,
Australia
P5 Business 5 37 transportation | 14 offices 130 34
Development and project Europe and
Chief logistics Asia
Table 6 (Continued). Sample of the Study
01 ) 5 53 . 408 offices in | 230
Regional port service, 64
. North
Manager container ]
America,
and vessel )
) .| Africa, East
service, air )
Asia,
cargo .
Oceania,
Europe, Latin
America,
Middle East
02 Sales 5 70 F 130 offices in | 200
) distribution, ) ) 46
Representativ Africa, Asia
warehouse, .
e ) Pacific,
container .
) Europe, Latin
and booking )
. America,
services
North
America,
West Central
Asia
03 6 70 o 130 offices 200
Sales distribution, | ) 82
. in Africa,
Marketing warehouse, . .
. Asia Pacific,
Manager container )
) Europe, Latin
and booking )
. America,
services
North
America,
West Central
Asia
04 Regional 7 53 international | 524 offices in | 2000 61
Manager transportatio | Africa, Asia
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n and Pacific,
haulage, Europe,
trade North and
services, Latin
customs America,
clearance West Central
Asia
Table 6 (Continued). Sample of the Study
05 Digital 20 26 container US, Europe, | 267 61
Coordinator tracking Middle East,
demurrage | Africa
tariffs ship
scheduling
C1 5 47 70 offices in | 10000
Commonweal
Logistics beer, soft th of 50
Operations drink, retail, | Independent
Manager agriculture | States (CIS),
sector Europe,
Central Asia
and the
Middle East
c2 Foreign 5 24 70 officesin | 1000
Trade tobacco Africa, 38
sector
Operations Americas,
Manager Asia, Europe,
Middle East
C3 Sales 5 157 |food and 189 officesin | 275000 |46
Operations beverage America,
Specialist sector Europe, Asia,
Oceania and
Africa
C4 Import 5 21  |[snack and 9 offices in 200 32
Manager nonalcoholic| Middle East,
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beverage North Africa,
bars sector | Turkey and
Russia
C5 Import 5 93 consumer 190 officesin | 172000 |46
Export goods sector | Africa,
Specialist America,
Asia Pacific,
Table 6 (Continued). Sample of the Study
Europe,
Middle East
Al 6 28 legislation | 7 offices 150
Customs . 50
con i and legal serving
consultancy | Europe
services,
foreign trade
project
consultancy
services,
audit
services
A2 10 35 legislation | 7 offices 240
Customs ) 30
Consultant and legal serving
consultancy | Europe
services,
foreign trade
project
consultancy
services,
audit
services
A3 Customs 25 26 customs 7 offices 87 48
Consultant consultancy, | serving
training Europe

consultancy,

logistics
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A4 12 32 interactive | 7 offices 100
customs serving
Import services, Europe
Export legislative >
Manager consultancy,
free zone
consultancy
Table 6 (Continued). Sample of the Study
A5 General 22 75 quality 7 offices 470 60
Manager and certification, | serving
Customs services, Europe
Consultant import and
processing
service,
auditing
services

Table 7. Some Examples from Coding Process of the Findings

Selective Axial Coding | Open Coding Original Codes

Coding

Sources of Economic Payment “Financially, our suppliers' early demand

conflicts conflicts problems for money creates conflict because it does
not comply with our payment schedule.
From time to time, shipping companies may
have such requests.” (P3)

Level based Latent level Experience “We do nothing at this point, we just

resolution sharing and observe how our employees will behave

mechanisms observation here. We also share our previous

experiences with them. We believe that if we
don't intervene, our friends may find a
better solution than us. When you direct
them, they do not do what they have in
mind. Then, we share our opinion if
needed.” (43)
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The outcome of

conflicts

Constructive

outcomes

Improved

planning process

“For example, when we send cargo to
Madrid with x airlines, we want to have
problem-free operations. So we take into
account the problems we have with them
and ask other companies. We explore many
more alternatives and scrutinize much more
closely.” (43)

Table 7 (Continued). Some Examples from Coding Process of the Findings

Conflicts in the

Intra-

From operational

“There was a case where the customer Was

resolution organizational | (documentation | wrong, for example, the cold chain was
process context issues) to broken as they did not check the documents
operational and did the confirmation wrong. In this
conflict process, we were talking with the airlines
(communication | and the customer simultaneously. This
congestion) hampered our routine operations that
needed to be done. After a while, it
suffocated us. We couldn’t concentrate on
what we needed to do.” (43)
Transformation | Actor Power shift “If you can find containers, you are

of conflicts

transformation

among logistics

actors

valuable as a forwarder, and if you can
provide services, you are valuable as a ship-
owner. The precious have the right to speak.
We don't negotiate like before, we don't
have to make concessions. This power will
be on the side where the demand is intense.
This happens according to the supply and
demand balance in every period.” (P2)

Dynamic

capabilities

Coordination

capability

Collaborative
logistics

arrangements

“In the Far East, for example, since the
freight rates have increased so much, the
customer is trying to turn to partial instead
of full truck load. Through collaborating
with certain players going to the Far East
side, we open a common console and when

it reaches a certain volume, we organize the
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cargo for them in the fastest and most cost-
effective way, taking into account time and
volume based customer requirements. By
doing this, we lower the likelihood of late

deliveries leading to conflicts.” (P3)
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CHAPTER 6: FINDINGS

This part of the chapter demonstrates findings related to sources of conflicts, level-
based resolution mechanisms, the outcome of conflicts, dynamic capabilities for
handling conflicts, conflicts in the resolution process, and the transformation of

conflicts (Appendix I1).

6.1. Sources of Conflicts
In line with our first research question, the findings showed that there are economic,

operational, service, and relationship conflicts within the logistics service networks.

6.1.1. Economic Conflicts

Economic conflict is a channel member’s negative feeling toward economic declines,
such as decreasing profits (Yu and Pysarchik, 2018). Although this concept is
defined as commercial (e.g. Lacity and Willcocks, 2017) or financial (e.g.
Beheshtifar and Zare, 2013), we used the expression “economic” as we found that
everything with economic value causes conflict between partners in the supply chain.
Our findings related to economic conflicts basically include payment and pricing-

related issues.

6.1.1.1. Payment Conflicts

In general, payment problems in literature are in the form of supply chain partners
receiving incomplete and delayed payments, or not being paid (Ramachandra and
Bamidele Rotimi, 2015). Within the context of this chapter, payment problems cover
requests for early and advance payment and deposit guarantee payments.

In today's competitive business transactions, business partners are allowed to make
partial credit payments to each other. Partners benefit significantly from the ability to
defer payments until a later date rather than upon receipt of the goods or services.
Thus, partners can delay their payments within the allowed time period. However, it
has been noted that some business partners request early payment due to the
pandemic and economic crises. According to the findings, both shipping companies

and shippers prefer to receive money sooner for the services provided, while logistics

89



companies want to extend their payment terms. This situation creates conflicts
among the two parties (supplier x logistics companies/ shipper x logistics companies)

in the logistics network.

“Financially, our suppliers' early demand for money creates conflict because
it does not comply with our payment schedule. From time to time, shipping

companies may have such requests.” (P3)

In a similar vein, customs firms deposit a certain percentage of the taxes (10%) of the
products that come with temporary imports as a guarantee to the ministries. In this
context, custom firms make collaterals with banks for imports and use them as
guarantors. However, this tax guarantee situation has created financial difficulties for
the customs firms due to the Covid-19 pandemic and increased special consumption
taxes and led customs firms to conflict with the ministry and the banks.

“Vehicles are towed by temporary importation for exhibition purposes in
Turkey. Of course, we have to deposit a certain rate of their taxes as
collateral, because if they do not leave the country, they are recorded and
income is recorded in the treasury. Since the SCT (special consumption tax)
is so high, we have to pay a guarantee of close to one million Turkish lira for
vehicles over 4000cc. When the number of vehicles started to increase, we
could not pay the 10 percent guarantee and this turned into a conflict

between us, the bank, and the ministry.” (43)

6.1.1.2. Pricing Conflicts

Pricing issues are important for almost all companies due to their impact on their
revenues. As different types of organizations use different types of pricing strategies
depending on their industry and location of the businesses, pricing-related issues
especially within the Covid-19 pandemic process, create a conflictual environment
between business partners. As findings demonstrate, pricing-related issues include
rapid changes in freight prices (general rate increases), rising fuel prices, increases in
spot prices, fluctuations in customs brokerage service fees and unfair pricing

strategies.
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Freight rates started to continue their upward trend with Covid-19 pandemic. Due to
the intense demand in this period, freight rates reached much more profitable levels
for shipping companies. While shipping companies normally give monthly or annual
freight rates to the logistics companies, they now make changes in these rates every
two weeks as they want to take more advantage of higher revenue opportunities
which causes serious conflicts between shipping companies and logistics companies.

“Shipping companies are called "trade managers" and they regulate the
freight policy according to the supply-demand balance. Normally, freight
rates are valid for 3 months or 1 year, but now there can be changes in

freight levels every 2 weeks, which creates conflict between us” (O4)

Spot and freight prices are inherently correlated by the designed mechanisms and
their fluctuations are inevitably subject to the same comparative power of market
demand and supply (Yin, Luo and Fan, 2017). Freight services can be purchased on
the spot market, where the market determines the shipping price at the time of
transaction, or through long-term freight contracts with fixed pricing and
predetermined discounts (Garrido, 2007). Increasing freight prices ended in high spot
prices causing great problems to be experienced between shipping companies and

shippers /customs.

“Prices started to be given to Europe at 5000-5500 euro spot (by ship
owners). Of course, these freight costs also prevent imports. As a result, it is
a factor that directly affects the unit price of the goods to be sold to the final

consumer.” (A3)

Apart from the increased spot and freight prices, the monthly increase in diesel prices
and high inflation cause costs to rise ending in conflict situations between carriers
and shipping companies. Herein, as carriers stated, when they work with customers
directly, they can negotiate rates and tailor their services to meet specific
requirements by eliminating the intermediaries involved in the process. However,
when carriers collaborate with ship owners, they frequently sign agreements or
contracts to charter vessels for the purpose of delivering shipments. Charter fees may

be charged from time to time; these fees vary depending on the vessel size,
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availability, and market conditions of the vessel in question. Due to the investment
made by ship owners in their ships, maintenance, staff, and associated risks, these
fees are often greater than the carrier's operating expenses. In this way, after the price
increases, the carriers bring up these issues again to the ship owners and pressure

them to bargain on price which leads to financial conflict between them.

“The increase in diesel prices and inflation caused the costs to go up. The
biggest discussion we have with carriers is on the basis of cost, and there is a
raise every month. As carriers can have a cheaper cost when they go directly

to customers, they feel obliged to put this pressure on us.” (02)

According to the Customs Consultancy Minimum Wage Tariff prepared by the
Ministry of Commerce, the customs consultancy service fees related to exports
decreased. This situation adversely affected both public and private parties at the
customs changing the direction of the competition of customs companies as they all

are required to provide a higher quality service for the same price by law.

“In particular, customs consultancy service fees related to exports have hit
rock bottom due to competition. The minimum wage declaration published by
the Undersecretariat in 2011 led to better quality service at the same price.
This situation caused us to come into conflict with public customs because of

the lower offerings of the other customs companies.” (A1)

In some cases, business partners come into conflict due to unfair pricing strategies
for the same business operations. For example, as stated by shipping companies,
some logistics companies give high prices to customers with high-profit margins
which creates conflict between shipping companies and logistics companies and

causes termination of relations.

“In a social media post of one of the shipping companies, they state that
because the forwarder that they currently work with, sells the freight for
13000 that was bought for 3000 before, they will no longer work with these
forwarders again. Instead, they will work directly with the customer, which

has led to their monopoly.” (43)
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6.1.2. Service Quality Conflicts

Service conflicts arise when disputes over services threaten the quality of the
services provided to a customer (Lacity and Willcocks, 2017). Grounding on our
findings, service conflicts result from problems based on failures in order condition,
timeliness in services, quality/competence of contact personnel, availability (e.g.

container, material), and service standards.

6.1.2.1. Order Condition Conflicts

As one of the most critical dimensions of logistics service quality, order condition
refers to damage levels of orders during delivery and affects the satisfaction level of
the customers (Uvet, 2020). In the findings, order condition-related conflicts are
mainly related to loss of products, damaged shipment, nonconformity of items, and
inadequate vehicle maintenance as serious matters between the parties involved in

the logistics network.

As findings depict, damages occur due to customer-related improper stackings and
loading of high tonnages exceeding the capacity. Herein, customer stacking failure
damages containers and products and causes conflict between ship owners as owners
of the containers, customers and shippers. On the other hand, shippers also have
conflicts with their own suppliers over the damage caused by stacking products with

excess pallet weight.

“We warn our customers to tie them with ropes when stacking a product in a
container, and the customer does this himself. However, in one incident,
while the container was on the way, the customer's property was broken on
the ship, and the customer had a cost of 20 thousand dollars. Customer-based

stacking problems are one of the biggest sources of conflict.” (O3)

“The pallet weight of the milk we use in the products is so high that when the
products are placed on top of each other, they inevitably explode. When that
milk bursts, mould and flies start suddenly. We told our supplier to use higher

quality packaging but rather than that they asked us to load less. This causes
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conflict as it increases our logistics costs.” (C4)

The failures in vehicle maintenance will result in a higher level of unplanned asset
failures, which in turn may cause inherent losses to the organization such as rework,
labor, fines for late delivery, scrap, and losing orders due to unsatisfied customers
(llangkumaran and Kumanan, 2012). In line with these, as old vehicles are sent to the
customer by logistics companies, this causes damage during delivery and slows the

process, which creates a conflict between shippers and logistics companies.

“The problems are usually related to the arrival of very old vehicles. Most of
the time, we do not accept the vehicles and send them back so that new
vehicles can arrive. The reason for this is that the products are not damaged
during transportation because old vehicles shake a lot etc. It slows us down
when loading or unloading. Newly produced vehicles or trailers save us a lot

of time. We often experience these conflicts.” (C1)

Similarly, sometimes products are lost in the warehouses of carriers due to
inadequate inventory and coordination management resulting in conflicts between
logistics companies and carriers as logistics companies must wait for a while in the

operation areas until the products are found.

“We actually clash with carriers and others about certain things like service

quality. Goods are lost or damaged in their warehouses.” (P3)

It is critical to provide accuracy and alignment of the physical features of the service
with what was promised or expected in terms of service quality (Parasuraman,
Zeithaml and Berry, 1985). It entails making certain that the service's criteria are met
in terms of its specifications, numbers, and other pertinent information. The disparity
in the order condition may result from the mismatch between declared capacity and
actual shipment content. In this regard, when carriers have made a commitment or
promise regarding the capacity needed for transportation, they fail to meet that

commitment, this creates conflicts between logistics companies and their carriers.

“Sometimes the capacity of the sub-carriers of the vehicle and the main
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content of our cargo do not match, so loading cannot be done.” (P2)

6.1.2.2. Timeliness Conflicts

Cycle time is defined as the time from placing the order to the completion of the
delivery and is the most important factor that shows the performance of the delivery
system (Gunasekaran, Patel and Tirtiroglu, 2001). Within this context, the time
utility provided by the business partners is the most important feature of the logistics
service quality and has a great place in customer satisfaction (Uvet, 2020). Based on
the findings, timeliness conflicts are related to the delays in warehouse and
production, long waiting times at ports, long response times in implementing tariff

regimes, and late deliveries.

Delays related to the evacuation of freight from the stored areas can be a problem
between customs and carriers. This sometimes ends with the customers of shippers
attributing the blame to the customs since they do not have information about the
internal transportation process. In this regard, the accusation of the customs due to

slowing down the operation process causes conflicts.

“Internal transport companies may experience delays while evacuating the
product in the area where it is stored. Since we are the last delivery party, the

responsibility falls on us.” (45)

Delays due to the regular inspections at the customs point is another source of
conflict regarding timeliness. After the goods are opened for inspection, it is very
difficult and time-consuming to collect them again by carriers. These random
inspections cause delays in the queue and also prolong the delivery date to the
customers. In this sense, random inspections lead to conflicts between carriers and

shippers with different destructive effects for all involved parties.

“Customs do not let you in for the slightest mistake. They immediately open
the truck and check it which leads to long waiting times at ports. You know
we fill the container very tightly and it is very difficult to collect it again after
it is opened. A waste of both time and money. Besides, drivers usually don't

want to deal with it when they have these types of problems here. When that
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happens, we hinder two or three jobs of drivers. This turns into a conflict as
they are always racing against time.” (Cl)
6.1.2.3. Contact Personnel Conflicts
As stated by Uvet (2020), service quality was evaluated by customers using three
dimensions: physical quality, institutional quality, and interactive quality. The
interactive feature, which is seen as an interaction between customers, contact
personnel, and other customers, is the basic element of service quality (Lehtinen and
Lehtinen, 1991). In this regard, the contact personnel's thorough comprehension of
customers, empathy toward the customer's situations, and desire to address their
problems during the delivery process facilitate the adoption of customers'
expectations and needs by influencing their perception of service quality. In line with
this, contact personnel’s failure to treat customers properly and rudeness constitute a

problem, especially between the carriers and logistics companies.

“We have communication problems related to the lack of training of the
drivers, they are rude to the customers, which creates problems between us
and them.” (P2)

Additionally, due to the abolition of foreign trade departments, people who are
normally hired and trained for other departments deal with the foreign trade issues as
key contacts. Deriving from that fact, some major issues arise between customs and
shippers due to the lack of competence. Apart from that, the employment of newly
graduated university students who do not have the practical experience and any
operational training causes difficulties in logistics companies, especially in

understanding and complying with the procedures.

“There was a foreign trade department in the past. It had an import and
export service. All removed now. In shippers accountants, engineers or

secretaries make the job that is a big problem” (A3)

“The personnel working in the forwarders generally have no awareness. The
boy or girl who performed the operation graduated 3 years ago, and he/she
does not know what BMS is, they trivialize the situation and do not follow our

instructions. Conflict is inevitable in this situation.” (O5)
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6.1.2.4. Availability Conflicts

In terms of availability, logistics actors experience problems regarding equipment
(e.g. planes, containers) availability. Specifically, failure to provide warehouse
spaces and equipment to shippers or the inability to respond quickly to their requests

related to these issues cause conflicts between shippers and logistics companies.

“Due to the container crisis with forwarders, we had a lot of trouble with the
cargoes coming from China. In fact, we experienced the problem of
prolonged travel times, not being able to find containers, not being able to

respond quickly to changing demands.” (C5)

Lack of capacity is a main barrier to supply chain resilience due to the inability to
create extra resources in order to cover periods of scarcity caused by unexpected
disturbances (Pereira, 2014). In line with this, the lack of container capacity emerged
as an important conflict between shippers and logistics companies as it prevented

shippers from performing their duties.

“It was an important project and we needed to be fast and our suppliers had
to be fast as well. A conflict arose between the teams as our suppliers could

not provide the container capacity we requested.” (C5)

In terms of Covid-19 pandemic-related issues, flight crises, container crises, sudden
shifts in market orientation, and ETA non-compliances had been the major sources of
uncertainty for business partners. Many planes of logistics service providers (LSPS)
were canceled due to the epidemic, the passenger baggage part of the airlines
suffered a great loss and the revenues decreased which created a conflictual

environment for LSPs and customers.

“The segment that airlines earn the most is passenger baggage rather than
cargo baggage. In this sense, many airlines went bankrupt, there were those
who withdrew from TR, and giants such as Malaysian Airlines and Lufthansa

canceled their cargo planes. In other words, we had a very difficult time
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finding planes and we had conflicts.” (43)

Again, due to the Covid-19 pandemic period, many large shipping companies
experienced equipment shortages and could not give reservations to logistics
companies. As this creates conflict between these two parties, shipping companies
have changed their business strategies during the pandemic, and have become more

focused on long-term customers and prioritized their equipment needs.

“Our conflict was over the supply of equipment. It was an ongoing business.
The equipment crisis due to the pandemic and the fact that our company
followed a certain strategy and tended to long-term business, suddenly
stopped supplying equipment to short-term customers, and increased the
freight continuously from week to week, month to month, caused the customer

to not be able to manage the process and created conflict.” (02)

6.1.2.5. Service Standards Conflicts

Lack of having service standards or keeping within certain standards are another root
cause of service-based conflicts. As carriers do not have certain service standards,
they can change the services or the service fees they offered before which brings

them into conflict with logistics companies.

“We actually clash with carriers about certain things like service standards.
For example, they can suddenly increase the price because the vehicles
waited for half an hour more. Since local companies work collaboratively

“imece” in Turkish), there are no service standards.” (C2)

Interestingly, having certain service standards also creates conflicts as it does not
allow shipping companies to go out of the agreements when it is deemed. For
instance, sometimes shippers want to make high tonnage loads and shipping
companies reject these requests from the very beginning to avoid non-compliance

with the service standards.

“The problem I have with shippers is about meeting service standards

because we are the largest ship owner in the world. Conflicts usually occur
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during the day in order to maintain of these service standards. The shipper

wants to load at high tonnage levels and I do not accept this.” (O2)

Shipping firms are also affected by warehousing companies’ noncompliance with
service standards. For example, shipping companies make container grading
agreements with warehouses and they demand that loads of shippers of critical
sectors like food should always be sent with Class A (high-quality) equipment.
However, when Class A equipment is not available, Class B (medium quality) is sent
by warehouse companies and the shipper sends it back to shipping companies
immediately as it can create costs in case of damage which leads to a triple conflict

between warehouse companies, shippers and the shipping companies.

“We say to the warehouse services that we classify our containers as A grade
B grade C grade. We call the cleanest and newest containers A and we
demand that A-class containers should be sent to companies carrying food or
special textile materials. Then the customer says that the incoming containers
are damaged. We return to the warehouse and say, “You are giving me
grading service. You get paid for this and for the storage service, but look
what went to the customer”. The cost is incurred and the customer sends it
back. The warehouse says no, so | gave the appropriate container. Customer
satisfaction is always at the forefront with us. It doesn't matter what I'm told

as long as the customer is not satisfied.” (O5)

By the same token, as stated by the shipping companies, although they are strictly
inspected for compliance with the rules of all countries, there are no institutions
inspecting logistics companies. Therefore, logistics companies often do not comply
with the regulations and act flexibly towards customers by not following the
instructions. Accordingly, this non-compliance situation causes an ongoing conflict

between these two logistics parties.

“Since there is no institution that oversees forwarders, they have N0
compliance with the regulations. Personnel working in forwarders do not
have such awareness. Then they face very serious penalties and then blame

the ship owners.” (O35)
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6.1.3. Operational Conflicts

Operational conflicts arise when the operation of various elements of logistics
systems  conflict such as the flow between the elements, standards, norms,
institutions, instruments, format and so on (Ge, Chen and Li, 2010). Based on our
findings, operational conflicts are associated with customs related issues, delay

related issues, digital issues and documentation related issues.

6.1.3.1. Customs Conflicts

Custom-based operational conflicts consist of wrong customs, wrong container
dispatching and unavailability of customs certificates. For instance, in the export
process, the products that need to be processed in different customs directorates are
brought to the wrong customs by the logistics companies. Due to this action, internal
transportation costs arise which causes conflicts with logistics companies and the

customs.

“If a product needs to be processed in different customs offices, we inform
our customer that a product subject to this customs restriction should arrive
at this customs. However, logistics companies bring the products to the
customs according to their own minds without paying attention to this. Then
conflict starts “Why did this material come here, you will convey it” or “the
internal shipping costs will be paid by you.” (44)
Likewise, due to the complex nature of logistics operations, sometimes the containers
are sent with the wrong bookings from the shipping companies and although this
situation is noticed and blocked at the customs at the last moment, the loads have to
stay at the ports by creating many costs such as storage cost, and cause a serious

problem between the shipping companies and the customs.

“We have customers who do cross-loading, and these customers, for
instance, distribute the 50 containers they buy as 10 each. These container
numbers should also be specified under the bookings. Despite stating this to
the customer representative at that time, the containers are in the wrong

bookings and the container that was supposed to go to America almost goes
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to China. This situation is prevented at the port at the last moment, but as the
cargo stayed in the port for 2 weeks, storage costs and problems occurred

between our company and the customs” (O3)

Shippers have to submit a declaration form before they bring the load to the port.
These documents are directed to tax officers at customs for document and physical
controls. The yellow line refers to the document control, while the red line is the
physical control at customs. Within this context, if it is detected that declared
materials do not match the materials in the containers, some products in the export
declaration fall to the red line, and they are subjected to detailed physical inspection
at the port. If carriers do not have an authorized customs certificate, the customs
undertakes this control as an extra task. This causes a conflict between the carriers

and the customs.

“When the export declaration falls on the red line, the products here are
inspected at the customs area. If the transport company does not have an
authorized customs certificate, they ask us to do it. Although this is their duty,

they do not execute it. This is why we have a conflict with them.” (A4)

6.1.3.2. Delay Conflicts
There are also some delay problems stemming from the insufficient capacity of ports
(port-ship size mismatch), Covid-19 pandemic-related issues, and non-compliance to

the shipment schedules.

Ports sometimes accept shipments above their capacity, but this extends the
operation times since the ships are too large which does not allow them to maneuver
at the ports and cause difficulties in berthing. This situation triggers conflicts

between shipping companies and customs as it may cause shipment delays.

“We are having a lot of problems with the port, they started to take loads
beyond their capacity, and of course, their operations are not as fast as
before the pandemic. The ships are too big now and our ports are not suitable
for them. Therefore, the operation to be carried out in 4 hours is reflected in

8 hours and the operation of the whole port is disrupted and this disruption is
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reflected to the customer.” (O5)

In addition to this, due to the Covid-19 pandemic, there were delays in the
production of the shippers, and the shipments were delayed after the planned date.
This, in turn, caused the logistics companies to reduce their operating times and act

faster.

“The Covid-19 pandemic period caused disruptions in production and our
work was delayed after the planned date. There were problems with
transportation. Our time here has decreased if we have 2-3 days of operation
time in a normal operation, it went as -3 -4, so now you have to be much
faster.” (A5)

In general, when the shippers (e.g. exporters) do not comply with the shipping plan
given to them, the loads are transferred to the next vehicle by the ship owners. This

creates conflict between the parties as it may cause delays.

“For example, there are companies that cannot keep up with the ship
schedules. There are cut-off periods for a ship, there is a date of entry
without a warehouse, where you have to submit your last declaration, there is
a cut-off of declaration, and we have scales in our ship programs. Generally,
exporters cannot keep up with these schedules and time limitations. Despite
our operation team’s efforts, their cargo may be transferred to the next ship

which may cause delay and conflict.” (04)

6.1.3.3. Digital Conflicts

Considering digital issues, companies cope with cyber-attacks, and problems with
the digital integration and adoption in forms of digitalization-related systematic
problems (e.g. incorrect entries of containers), lack of digital archives, and resistance

to digital systems.

For instance, due to cyber-attacks experienced by shipping companies,
communication halts occurred and shippers could not follow their shipments. This

situation caused parties to come into conflict.
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“There was a cyber-attack situation once. For a while, customers could not
see load information and this caused conflicts between us and our

customers.” (04)

In a similar vein, since most shipping companies have switched to the digital system,
they demand logistics companies to take reservations and track everything online by
only giving their username and password. However, when their digital systems fail,
the declaration of ships is delayed, which affects both logistics companies and
customers. Besides, when there is a problem at customs, customers cannot find an
interlocutor and are directed to the system. This complicates the adaptation process

to the digital system and creates conflict between customs and the customers.

“Some ship-owners have gone completely digital. They started to follow
everything online by entering the booking by just giving the user and
password. However, sometimes their systems are crashing. For instance, if it
is the last date of the declaration of the ship and we cannot find a customer
representative to talk to, the ship is delayed for 1 week. They certainly cannot

tolerate a system-related error.” (P3)

“For example, you do not have an interlocutor on the ships. There is only one
system. When there is a problem at customs, for example, you redirect the
customer to the system instead of someone else and it remains unsolved. This

creates conflict with customers and us” (43)

Furthermore, shipping companies sometimes have trouble in finding their
retrospective prices as they do not create a digital archive and cannot compare with
the prices they have given to customers in previous years. In this context, different
price offerings given to customers create problems between customers and shipping

companies.

“Or there could be systemic things, for example, our friends could not find
the offers we sent. Everyone would write in a different way. This was causing

the loss of coordination with the customer.” (O4)
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There are also some digital integration problems such as technological
incompatibilities at ports (e.g. EDI integration). Since most customs systems are not
integrated with EDI, documents are not exchanged between shipping companies and
the customs. Although the shipping companies have integrated systems, they lose
time by physically going to the customs firms and performing the necessary

procedures for ship departures.

“Also, customs systems are not integrated, we cannot exchange documents
with EDI, as in other countries. That's why, even though we enter the
necessary information into the system, our friends there go from door to door
looking for those documents so that when the ships arrive, they can berth
without any interruption. Generally, when you come to the customs, the
system does not work, then you take the officer from his home to approve the
transactions so that our ship can depart immediately in the morning.

Otherwise, the ship will wait. Our job is always trouble, always a problem.”

(05)

6.1.3.4. Documentation Conflicts

Documentation issues are another type of barrier to operations and a source of
conflict for the involved parties in logistics networks. It includes an obligation to
obtain an order certificate and incomplete/wrong declarations. Most shipping
companies request ordino-delivery orders and queues exist at the agencies due to
these types of requested documents. The shipping companies also threaten customs
by not visiting ports of customs that do not have this document. This situation causes

great problems between the customs and the shipping companies.

“The biggest problem right now is that the ship owners still demand the
delivery order, which was removed in 1999. Ship owners use it menacingly.
They say that if you do not request this document from the ports, we will not

come to your port.” (43)

Incomplete and wrong declarations are another cause of serious conflict between

logistics parties. Shippers sometimes deliberately and sometimes unknowingly make
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incomplete or incorrect descriptions of the materials. Since each item in the shipment
must be defined in detail in the documents when a problem arises, the products are
kept for inspections for long periods of time and this situation prolongs the operation
times considerably. Shipping companies also suffer from declaration-related

problems of the shippers.

“There are also problems with the customers regarding the definition of the
item. It is not only considered a sweatshirt but what is the fibre content in it?
If it is 100% cotton, it should be explained to us. We are seldom given a full
description of the item. In order to determine the customs tariff statistics

position, the specific characteristics of the goods must be shared with us.’

(A4)

Besides, parties also have problems with the billing process. Inaccuracy of the bills
due to wrong calculations does not only cause conflict but also hampers the revenue
efficiency by causing losses. For example, if the same invoice is sent to the shipping
company twice mistakenly by the customer services of the logistics companies, it
causes confusion in the accounts of shippers. Cancellation of these incorrectly sent

invoices caused conflict as it wasted time for the shipping companies.

“We have a lot of conflicts/disputes with our customers, such as incorrect
billing. For example, | gave the total cost to the customer, but then | realized
that | wrote something missing in that number. If the customer accepts this
figure and loads his cargo, he/she naturally objects to the invoice that |

added the missing item later.” (O2)

“We have our own internal system. When you take any action there, the
invoice is triggered. After the companies we work with accept the invoice for
a shipment, then the second one accidentally goes back, it confuses all of his

accounts. It's a huge workload to cancel it.” (O3)

6.1.4. Relational Conflicts
Relational conflicts take place when each party wishes to maintain or maximize the

amount of influence that it exerts in the relationship and the social setting
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(Beheshtifar and Zare, 2013). As findings indicate, relational conflicts are mainly
due to power issues, asymmetric information, unfair treatment, problems in

information sharing, and unethical issues.

6.1.4.1. Power Issues

In relation to power issues, imposition of business styles, sanctions, forcing
companies to take service or long-term agreements, monopolization, and
disintermediation are the main conflict subjects. As an example, high-volume
customers sometimes try to impose their own working style on logistics companies.
In this conflict situation, logistics companies resign themselves to comply with the

requests of customers as they are on the weak side of the power relationship.

“The customer enforces his own working style. When there is conflict
between us, | have to try to keep up with it that way. We admit impositions

because we provide services.” (P4)

Through the execution of coercive power which is associated with the threat of
opportunism (Bouncken et al., 2020), powerful business partners enforce their will
on others either through punishment or threats, leading to a loss of autonomy for the
weaker parties. As the below informants stated, shipping companies prefer to carry
the inland transportation themselves, and if their requests are not accepted by
logistics companies, they threaten them not to give booking reservations or impose

some sanctions on the shippers.

“There is an increase in ship owners’ demands. If they do not provide the

internal transportation service, they do not give you a booking.” (P2)

“We take some labels for shippers to stick on their products and supply them
at the port so that there is no confusion in the shipment. We do not work with
shippers who do not allow this. We also have a lot of sanctions on them in
this regard.” (O5)

In a similar way, shipping companies put pressure on suppliers and force them to

make longer-term agreements to protect their profit margins.
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“We try to make longer-term agreements and put pressure on the suppliers.
Obviously, we are the world's largest ship owner here, the size of our work in

>

terms of volume is a major factor in putting this pressure on companies.’

(02)

Sometimes market conditions create some monolithic situations for partners to
disintermediate the others and sell directly to their customers (Wagner, Jonke and
Hadjiconstantino, 2018). This situation causes the relevant partners to compete due
to the incentives offered. Thus, the power relations within the networks change. In
line with this, when shipping companies receive a freight reservation with detailed
customer information from logistics companies, they go directly to market with the
main customer and try to eliminate logistics companies. Since the logistics
companies serve as an intermediary and make a profit from the structural hole
(Wagner, Jonke and Hadjiconstantino, 2018), the partnership is not worthwhile to

pursue the shipping companies.

“The biggest conflict is the monopolization of the ship owners. When you give
detailed load information to the ship owner, they go directly and market
themselves. For example, Maersk Company offers customs clearance to its
customers, whose internal transportation is carried out by itself, and says if
you transport it with my road transport, | will not charge you a warehouse

fee.” (43)

“In a post on one of the shipping companies they say that because the
forwarder is selling it for 13 thousand that he bought for 3000 they will no
longer serve them, and they will work directly with the customer from now

on, which has led to their monopoly.” (A3)

6.1.4.2. Asymmetric Information

In line with the lenses of agency theory, information asymmetry refers to a situation
when one party in the relationship has more or better information than the other. This
asymmetry creates an imbalance of power in transactions and causes adverse

selection and moral hazard problems (Zu and Kaynak, 2012).
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Based on the findings, information asymmetry is one of the other relational problems
for logistics parties. For example, in some cases, customers prefer their own
contracted inland logistics companies (external party) for the final deliveries.
However, these companies sometimes accidentally damage the equipment of
shipping companies and keep the incident a secret. When this is the case, the
shipping companies blame logistics companies (internal parties) that are not
normally responsible for inland shipping. This situation creates conflict with logistics
companies and shipping companies. Herein, inland logistics companies concealed
their difficulties in delivering the quality demanded by the shipping companies
(adverse selection) and their slight efforts to control and improve the process quality

(i.e. moral hazard).

“An import shipment arrived, for example, I said to the authorized person
that you can pick up your cargo from the port, my responsibility is over
because domestic shipping was not my responsibility. But while the container
Is returning, the truck crashes and the container is badly damaged. It
becomes scrapped, but they do not say that "We had an accident, this is how
it happened to the container”. He leaves the container in the ship owner’s
warehouse. But the ship-owner knows me as his interlocutor and the conflict
begins.” (P4)

6.1.4.3. Unfair Treatment

Regarding unfair treatment, customer prioritization in the form of customer segment-
volume or time-based privileges appears to be the main relational problem. In this
regard, as shipping companies do not accept every load and priorities their customers
by segmenting them, this prepares the ground for conflict with logistics companies.
For example, due to commercial concerns, shipping companies have provided

priority equipment to their large-volume customers.

“For example, we give additional time to some customers whose declarations
are overdue in the documentation. But this is a very big problem for us. Let's
say we are both customers, the other customer is given additional time, but

not me. For example, IKEA, C3, because their volume is very high, we
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inevitably provide this to them. We even provide support for freight transport
insurance, pre-transport, and final transport, because the freight they give is

many times higher than that of a regular forwarder.” (O1)

Apart from this, these priorities can sometimes change on a sectoral basis depending
on the tonnage for shipping companies. This is due to the fact that various industries
within the shipping sector have unique requirements and different service level
agreements and factors to take into account depending on the kind and quantity of
products being delivered.
“We have a problem with customer prioritization with forwarders. How do
the lines make these choices? Light tonnage loads that will not damage the
container may be preferred for us. For this reason, the line may not accept

every load. They may say that I will use my preference in white goods.” (O3)

Loyalty and long-term contracts provide stability, revenue assurance, capacity
allocation, operational efficiency, value-added services, and the building of a
respectable reputation (Jang and Kim, 2012). Accordingly, having long-term
contracts/commitments with the shipping lines and being a loyal customers are
essential prioritization factors as well for the shipping firms. In a very competitive

industry, these elements help logistics actors succeed and expand.

“Nobody expected that the pandemic would cause such an equipment crisis.
As the company gives priority to companies with long-term commitments with
the information coming from the head office, we disrupted our short-term

businesses/customers a lot. This caused conflicts between us and them.” (02)

“You work hard to ensure loyalty for direct customers, you always want to
keep it and you give different incentives. However, you don't work for the
loyalty of a forwarder firm. This is a factor that can cause conflict with
them.” (O4)

Apart from segmenting customers as long-term/short-term, shipping companies also
shifted their business markets to China and the US specifically because of the high

profitability. This caused the shipping companies to conflict with the logistics service
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providers.

“While the shipping companies carried Turkey's cargo for two thousand
dollars during the Covid-19 pandemic period, s/he carried a cargo from
China to America for five thousand dollars and said why am I carrying this
when there is a more profitable market? Only because the trade between
those two countries intensified, problems began to arise between us and the

ship owners.” (P3)

6.1.4.4. Unethical Issues

Sometimes given decisions, scenarios, or activity performed by the business partners
creates a conflict with a society's moral principles which result in production and
financial performance issues (Carter, 2000). For instance, unfair/unethical business
practices of carriers put them to question from an ethical standpoint such as fuel theft
or some deliberate actions.

Fuel is one of the most important cost items that road carriers include in their freight
rates and fuel theft is an important crime in the transport sector (Urciuoli, 2020).
Theft of the full truckload vehicle or fuel under the control of the customs companies
creates conflict with shippers and customs as customs arrange internal transport with

their sub-contracted carriers and take transportation responsibility.

“Once the import process of our company was finished, we were going to
ship it from the container port to the factory. We arranged a carrier for
domestic shipping. We loaded the goods in the evening and the car was stolen

in the morning.” (A1)

As ship owners state, apart from stealing fuel, drivers of some carriers sometimes
deliberately puncture the tires of the vehicles and demand additional money from the

ship owners which creates a huge conflict between them.

“Drivers can do other things for additional income. They can steal the
property. Sometimes they blow the tire of the vehicle and write additional
expenses on the vehicle and pocket the tire price. They can steal fuel because
the trucks have their fuel outside.” (O1)
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6.2. Level-Based Resolution Mechanisms

6.2.1. Latent Conflict

Latent conflict occurs when one or more actors are aware of the issues, but there is
no open discussion about it (Hollenbeck, DeRue and Nahrgang, 2015). As findings
depict, when incompatibility between partners is perceived lightly or not fully
recognized, most of the logistics service actors do not take any significant action.
The main reasons limiting the perception of conflicts are the suppression and
attention focus mechanisms. In this regard, actors tend to suppress conflicts that are
only middle threatening and they only focus on perceived conflicts (Pondy, 1967).
The main disadvantage of this avoidance approach is that it ignores the conditions
that generate the conflicts (Manolescu and Deaconu, 2008). In line with this,
logistics, customs, and shipping companies follow an avoidance (a passive) strategy
to prevent any conflict by agreeing to pretty much anything. These parties valued
their relationships with the other partners despite any financial costs or losses of
other observable resources, as they believe that confrontation might disrupt their

relationship harmony (Zhang and Wei, 2017).

In this process, they take action to maintain their business relationships and share
their experiences with their employees in case of sensing problematic situations

without intervening.

“At this point, the business partnership with the main players in the logistics
service field should continue. Actions here are taken to maintain and improve

the business relationship.” (P3)

6.2.2. Perceived Conflict

Perceived conflict occurs in which all parties are explicitly aware of its presence.
Typical responses of the parties to the conflict at this stage include an "ostrich”
approach, such as ignoring the conflict, hoping it will disappear, or proactively
addressing and resolving the cause of the conflict (Meijer and De Jong, 2022). In
addition to this, as stated by Pondy (1967), these types of conflicts generally result
from parties’ misunderstandings of each other and can be resolved by improving

communication between them. In parallel with this, our findings reveal that logistics
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actors show compliance and empathy, look for compliance with group norms
(normative conformity), create urgent meetings, and sometimes use warning and
threat mechanisms as a last resort. Logistics and customs companies try to approach

their customers politely and accommodate them.

“Whenever I see that we can't get along, I try to keep up with the customers.
We admit impositions because we provide services to them. We understand

the tension from the emails and try to be more polite.” (P4)

“In a scenario where the conflict is understood from the emails, we make
some suggestions to the customer representative. We say that you should
accept the customer in this way, but we also monitor the process. Thus, we

take a closer look at the dialogue between them.” (A4)

On the other hand, customs firms check and reveal if their employees have
prejudices against customers when the conflict is perceived. By means of
compromising strategies, they try to keep conflict as far away as possible by
checking whether parties comply with group norms and behave accordingly.

“If there is a bias, it will be exposed. If there is not, we will see if it fits the
universal behavioral patterns. If it doesn't fit, we'll let the parties correct
themselves.” (A1)

In line with the compromising strategy, custom companies encourage parties to listen
to each other to achieve a reasonable middle ground by promoting mutual
understanding and empathy at the stage when conflict begins to be perceived by the
parties. Accordingly, shipping lines immediately organize a meeting with their
partners to create an environment where parties can listen to each other and explain
what everyone expects from each other. In this stage, parties focus on negotiation for

making mutually acceptable decisions.

“Let's say you asked me a question and I gave a cocky answer. A slight
conflict begins, then it spreads to the phone and the coldness begins. At this

stage, we encourage people to listen to each other.” (41)
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“We'll have a meeting right away. |, my manager, the customer service
friend, and her manager attend. Everyone tells us what to expect from each
other.” (03)

Interestingly, global companies such as shippers show forceful behaviors to their
logistics service suppliers and remind them that if they do not get what they want,
they will face serious sanctions through hidden threats and warnings as a part of their
dominating strategy. In this way, they neglect the expectations of their partners
through their power-based negotiation.

“We ask the suppliers to allocate capacity for us. Of course, they don't give
all of them to us, at such a point, we say that if we do not get the capacity,
that will affect our demands in the next month. We sometimes make implicit
speeches like this.” (C5)

6.2.3. Felt Conflict

Felt conflict appears with the presence of strong feelings such as fear, anger, tension,
and anxiety. These feelings are the main elements that distinguish this stage from the
perceived conflict. Herein, the negative effects of dysfunctional conflict begin to be
encountered (Pondy, 1967).

According to Manolescu and Deaconu (2008), especially in the situations when there
is much power involved; when there is the certainty of the real facts, or when the
situation is really a win-loss type, dominating strategy is often used. In support of
this view, the findings show that especially shippers and final customers, which are
the holders of power in our findings, make the top managers involved in the process
as a part of this strategy which aggravates conflict by fostering distrust when the

conflict reaches the felt stage.

“The response of the other party directly changes after the top managers
enter. | used to experience this with customs companies. When we get a
negative response and activate their manager, their behavior can change

completely.” (C5)
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“I gave my private phone to some customers due to workaholic, So sometimes
they call me privately. Even when | don't answer the phone, they express this

clearly and reach my manager.” (P4)

In some cases, we see that the business is slowed down by parties as an implicit

coercive power execution when the conflict is at such a felt level.

“If there is no representative change, one cannot do business with that
customer, and this situation progresses in the form of slowing down the
business.” (03)

“In this process, we took measures such as not working with that person or

slowing things down.” (C2)

We also revealed that parties impose coercive power by indicating a dominating
approach if the conflict is not resolved as they demand. In this context, they resort to
threats and bluffs. For example, logistics companies threaten their carriers in

repetitive operational conflict situations.

“They spoke softly but carried a big stick. “We're going to sue you," he said
very politely if we couldn't figure it out. We said more than welcome. They
bluffed anyway, if we thought that they were so right, we would try for

common ground.” (P2)

“The carrier told me that the shipment would be 5 days late. We informed
the customer that it would be 10 days late by adding some buffer days. But
the shipment was in the hands of the customer after 15 days. I said that “You
are always late for 3-5 days. | tolerate this, now the number has increased to

10. If this happens again, everything will be different. ”(43)

As stated by Manolescu and Deaconu (2008), in case of felt conflict, actors cooperate
and tend to satisfy the requirements of their partners at the expense of their own
interests through an obliging (accommodation) approach to handle the issue,

especially when harmony and stability are highly valued ideals. Similarly, all the
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parties in our sample change the customer representative when the conflict is felt and
they do not leave the customer in contact with the representative they previously
worked with. By adopting an accommodation approach, companies are primarily
concerned with satisfying their partner's needs or concerns and changing their
representatives as a short-term plan to preserve their relationships and maintain

harmony with their partners.

“A team change can be requested at counter business partners. Or a change

can be requested within ourselves.” (C4)

“I know that I will be replaced because it is the only solution if no action has

been taken after passing the previous stage.”’(03)

“If there is a conflict, an employee's superior comes into play. Either by visit

or by video conference. If necessary, I change the contact persons.” (O5)

“Certain customers, for example, only call me, and if I have come to the end
with them, someone else will replace me. On that day, not me, but my other
friend will meet with that person. When the customer is faced with a new

face, they can look a little differently and calm down.” (P3)

By working in coordination with customers, some resolutions can be found to
overcome the conflicts. As stated by one of our informant customs companies,
importing similar products in coordination with their customers may emerge as a

temporary alternative solution against the crisis-driven conflict.

“Due to Evergreen, all imported products were left. Production factories
were about to stop and could not pass the channel. As an alternative solution,
we imported similar products temporarily from Europe by joint decision with

the customers.” (A5)

Additionally, in container crisis-related conflicts, customs companies found
alternative means and solved the problem with the provision of equipment by using

their own business network in line with their collaborative/coordinating orientation.

115



“The truck was going to be loaded from Hungary, you know that the plates
are given daily. But the vehicles did not come. As a solution-oriented
company, we tried to find alternative vehicles with our own business network
there to solve the problem and diverted the customer's loads to other
vehicles.” (A3)

Again, through direct communication with calls and meetings, the shipping
companies call their internal and external partners and make an effort to resolve the

situation with a coordinating approach.

“We generally have a meeting right away at the felt stage. 1, my manager,

and a customer service representative of other firms attend.” (0O3)

“I had to compress people by making full phone communication. We solved
the process by taking serial actions. | even got the mobile number of the
operation, and we solved it that way. | also tried to talk to subcontractor

companies.” (O1)

When shipping companies are unable to provide equipment to customers, they can
refer to those they are in close contact with to solve the conflict. By coordinating
with their partners in the business network, shipping companies maintain a good,

ongoing relationship with their customers.

“Sometimes, when we cannot take the load of customers, we reject them from
the system and we explain after. In order to relieve the situation from tension,
the sales department proposes the X Company to the customer, with whom

they do business together.” (O1)

Logistics actors also use compromising strategies which generally involve a
negotiation, eventually leading to a small gain and a limited loss both from the point
of view of the relations and the objectives (Manolescu and Deaconu, 2008). By
adopting a compromising approach, shipping companies apply persuasion and

negotiation and calm their customers down at the felt stage of conflict to achieve a
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win—win solution.

“There is always customer priority. At this point, we calm the customer first.
We coordinate by email and phone. By using good language, we convince
everyone and meet on a common page. Persuasion and negotiation are very

important for us to calm the customer.” (O5)

6.2.4. Manifest Conflict

Manifest conflict is often demonstrated through openly aggressive behavior by the
parties like refusing to cooperate with the other group, verbal confrontations,
sabotage, and physical attacks (Pondy, 1967). Manifest conflict is acknowledged as
the activity dimension of conflict and parties express their disagreements by overting

aggression (Habib, 1987).

In line with this, both logistics companies and shippers initiate legal processes for
their own concerns, sometimes they receive consultancy from academics for the
expert witness, and they collect petitions, or official letters and show evidence for the

legal process.

“Naturally, I had to initiate legal proceedings. But I learned that it will
take longer than 5-6 years. In addition, lawyers in our country do not have
much knowledge in terms of maritime commercial law. We asked

academics to provide consultancy for a fee.” (P4)

“In the legal process, e-mails are shown as evidence. Lawyers step in,

petitions, official letters are collected, and etc. then the court begins.” (P5)

Shippers and shipping companies terminate the business and contracts with their

partners even if the contract has not expired.
“We always put the profits of the customers first, but whenever the customers

abuse it, then we can cut the strings. Because we are strong. We are not at a

point where customers can compete with our legal departments etc.” (Ol)
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“Although we have a contract, we completely terminated our employment
relationship in the last few months of the year and decided not to work
completely.” (C2)

Again, shippers blacklist their suppliers and they do not place them in the tenders

again.

“Although we had a contract, we completely terminated our business
relationship in the last few months of the year and did not include them in the
next tender offer,” (C2)

Some of the shippers do not accept the costs incurred from the operational failures

which create conflicts between partners.

“We see unpaid bills. They said that if you do not give us a reservation, we

will not issue a payment.” (C5)

6.2.5. Conflict Aftermath

Conflict aftermath is a precursor that acknowledges how the conflict is resolved as
indicative of future agreements (Pondy, 1967). For example, if the conflict is
resolved satisfactorily on both sides, the basis for more cooperative relations in the
future is established and the likelihood of future conflict is reduced. Otherwise,

future relationships between the parties may blur or will be adversely affected.

At the conflict aftermath stage, it is seen that conflicts are generally handled with
three approaches: distributive, procedural, and interactional as a solution.
Distributive actions refer to fairness in the allocation of the outcomes of
organizational processes through compensation, benefits, rewards, promotional
opportunities, or other resources (Anestaki, 2016). Procedural actions refer to the
degree to which business actors believe they have control over the procedures and
processes by which value is jointly created and distributed (Wei et al., 2020). It
comprises the development of process and procedure specifications, such as
traditional arguments for essential policy changes, and mechanisms for monitoring

and/or forecasting market circumstances (Jambulingam, Kathuria and Nevin 2009).
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Lastly, interactional actions refer to the perceived fairness of manners in which
actors are treated during carrying out procedures. The interactional-related recovery
strategies include the acceptance of fault, blame, and providing an apology (Lia et
al., 2015).

Within the context of interactional efforts, logistics companies send an apology letter
from the relevant institutions and present it to the customer through an obliging

(accommodation) approach.

“After everything is over we are just trying to calm the client down. We got a

letter of apology from the airlines. ” (43)

“I don't like mail language very much. I prefer to call and talk after the
conflict. It might get a little softer after you call him/her. If necessary, we

send flowers and chocolates.” (O3)

Regarding procedural efforts, custom firms review their suppliers and the contracts
they have made, and conduct a retrospective systematic error investigation by

holding a meeting with them collaboratively.

“The friends who wrote the declaration made a mistake. In order to find this
error, we started a specific study with them and tried to find out where the

error originated with systematic research.” (44)

“We questioned our own supplier. We reviewed our contracts again. We
talked about why the necessary precautions were not taken. We have brought

up a contract that includes transport-related compensation provisions.” (A1)

As a part of distributive efforts, subcontractor companies offer compensation to the
shippers in different forms for the recovery in a way to oblige (accommodate) their

requirements.

“.Because when we have an argument with a sub-contractor company, a
better, more experienced driver is provided to us with a faster and bigger car

to win our hearts.” (C1)
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Shipping companies also try to accommodate the needs of their customers as they
cause conflicts by paying the conflictual amount and in order to recover this situation

they immediately connect with partners and make necessary payments.

“We organized a shipment to France, where the customer paid the freight
beforehand, but this load was not taken by the customers of the other party.
Then, we have come into conflict with both French customs who want to
return the load, and the customer who pays the freight and does not accept
any other costs. Finally, our company paid all the expenses necessary for the
goods to stay in the port for a while after meeting with the French customs.”

(05)

“Since the supplier sent the wrong type of product, our sub-contracted
carrier who owns the vehicle cannot work because the vehicle has been kept
at the customs for 3-4 weeks due to control and issuing compensation to us.
Evidence is shown to customs, but not accepted, we are coming to the level of
litigation. Finally, our company had to offer to share all costs with the

supplier to retain the customer.” (P2)

6.3. Outcome of Conflicts

The outcome of conflict can have constructive or destructive effects depending on
how it is managed in organizations (Tjosvold, Hui and Law, 2001; Liu, 2009).
Constructive conflict is defined as an evaluative appraisal, in which the effects of a
recent effort to manage disagreements and find a compatible solution are evaluated.
On the other hand, destructive conflict is caused by strong forces that push the parties
toward increasingly hostile behavior, and each party tries to guarantee its own
interests, which leads to conflict (Yang et al., 2017). The analysis of the outcomes of
conflicts is crucial for organizations as it extends the multidimensional nature of

conflict and promotes inter-organizational learning for the parties (Liu, 2009).

6.3.1. Constructive Outcomes
Within the context of findings, constructive outcomes of the conflicts are operational

flexibility, improved planning process, systematic developments, and improved
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feedback mechanisms, improvements in communication and coordination, and

customer retention (loyalty).

Companies may offer operational flexibility to their customers because of the
required operational modifications and adjustments due to conflicts. As our
informant from a shipping company stated below, with the experienced conflicts
customers have the advantage of some custom-based rights, constituting a

constructive outcome for the business relationship.

“Normally, the port has a warehouse cost, which I bill to the customer, if the
customers enter the customs ahead of schedule. As the customers generally
stack their goods in the port, thinking that they should stay at the port instead
of in the warehouse, this cost is created. But after the conflicts, we
experienced with our customers, we decided to give some of them the right to
enter without a warehouse cost when they entered the port 1 day before. Then
the customer says -it is good that | worked with this company. Other lines

didn't do that. This line gives me that flexibility and I see value here.” (O4)

On the other hand, logistics companies start to improve their planning process by
using alternative suppliers against transportation disruptions to prevent potential

conflicts. Therefore, they attempt to solve problems before it turns into greater crises.

“For example, when we send cargo to Madrid with x airlines, we want to
have problem-free operations. So we take into account the problems we have
with them and ask other companies. We explore many more alternatives and

scrutinize much more closely.” (A3)

Logistics companies started to diversify their transportation modes to adapt to
difficult circumstances such as the Covid-19 pandemic and change their thinking
mechanisms by forcing them to reassess their traditional approaches and embrace

new strategies.

“Covid-19 pandemic and the conflict it brings was a great example, we

started to create transportation mode alternatives again. Indeed, it woke up
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our thinking mechanisms and got it working.” (A3)

In this regard, actors update their planning process and strategies based on past

conflicts and fulfill the related logistics tasks accordingly.

“When 150 million requests came in, it was necessary to confirm it because
of the conflict we have experienced before. Sometimes, | called the head of
the purchasing department and confirmed it myself. The action was taken to

enable production for products with low stock.” (C3)

“From every mistake, we make a prediction for ourselves in future planning.
With a conflict, you understand that it is much more profitable to choose
RORO.” (A3)

As stated by Allen and Sarkis (2021), transformation in systems can be achieved by
considering feedback mechanisms, and rebalancing a system’s positive and negative
feedback. With the help of the conflicts, the importance of feedback mechanisms is
well understood, especially by the custom companies. In this regard, customs firms
have made efforts to improve their archiving systems in line with the negative
feedback they have received from their customers. They also have activated warning
mechanisms in their web systems after conflicts with their customers regarding late
document delivery. Lastly, they start to cope with high levels of uncertainty in
business environments and exploit the advantage of changes as opportunities by
analyzing the feedback from their business partners in detail and getting the

necessary training.

“After all, the world is changing so fast. Ways of doing business are
changing very quickly, and expectations also change very quickly. You have
to adapt to this change, and even your company's change has to be faster
than the change outside. You need to foresee them and take steps
accordingly. Therefore, we start evaluating the negative feedback of our
partners. Because if there is criticism, there is an improvement. In this
regard, we take action immediately, such as receiving training or conducting

a survey on this.” (A5)
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Additionally, shipping companies introduced other clauses to their business contracts
in a systematic way to reduce the possibility of conflict with their partners and
mitigate risks against future uncertainties. On the other hand, benchmarking
processes in operations which may enhance project efficiency and develop
constructive plans for future phases (Purmala and Debora, 2021) is applied by
logistics companies as work-process-procedure adoptions/adaptations within the

context of constructive effects of conflicts.

“For example, yesterday, our reefer containers had to be checked at the port.
It was not included in the agreement we made, would it be checked in the
warehouse or in the goods area? We said - check them in the warehouse-. We
may add something like this to an agreement to not to have any other

conflicts. We improve our clauses in the contracts with experience.” (O5)

“Sometimes our customers say that I want you to do it like this. Even though
we had a conflict at the beginning, at one point | thought -after all, why
wouldn't I try? Maybe when | keep up with his system, I will realize that | can
be more efficient. 1 can work with other customers under the same working
procedure. This can be really helpful. Sometimes | like the design of the form
they send and I use it.” (P4)

Similarly, sharing, co-construction of meaning, and constructive conflict are all basic
learning activities that establish a shared space for partners to communicate (Flores
and Kambey, 2022). Herein, improved communication is realized in the form of
increased notification mechanisms as well as face-to-face and interpersonal

communication.

Notification among partners is critical in transportation because it allows for good
communication, coordination, and information exchange throughout the logistics
process, and minimizing disruption which benefits all stakeholders in the process
(Ta, Goodchild and Ivanov, 2010). As it is seen from the findings, shipping

companies start to activate notifications as an early warning system.
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“Our containers were stolen. For this reason, we said that foreign agencies
should regularly notify us of the containers that are not picked up after
arriving at the port so that we can get involved before it takes that long.”

(05)

With the transformation of e-mail or WhatsApp communication into face-to-face
communication, conflicts can be managed better. Within the constructive outcomes,

we see a change in the communication style.

“For example, when I took over the contract with a company in 2019, the
customer thought that my only job was himself. As soon as they sent an email,
they would write and call on WhatsApp. We had conflicts. | spoke face to face
and he's my best client right now. | strongly believe that face-to-face meetings

can be much more effective than phone calls.” (O2)

Developing interpersonal relationships apart from face-to-face communication has
also been one of the constructive outcomes of conflicts for the partners. Logistics
companies have especially understood the importance of improving personal

communication and approaching problem with soft talk.

“In fact, everything looks at the relations with the customer representatives
after a certain point. | have a recent example. Here we had a shipment that
couldn't be handled for two weeks at a very busy transit port. | spoke to the
customer representative last week. After all the conflicts we went through, he
took care of this week's loading schedule. Because of our communication

and my kindness, he did everything he could.” (P3)

Additionally, the emerging importance of coordinated teamwork is understood
clearly by the companies. In this regard, it is found that effective communication and
the creation of a shared learning must be established by all managerial inter-

organizational team members.

“We had a big conflict related to the customs process. In the beginning, I had
to work in coordination with the destination office and do teamwork. If I'm
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selling end to end, | need to ensure that all my stakeholders agree on it. We
had to follow the updates in customs. Learning this information cost me
25,000 pounds.” (O2)

Customer retention (loyalty) is another constructive outcome of the conflicts.
Together with the conflicts experienced, logistics companies started to place greater
strategic importance on customer retention which brought growth and success to
organizations (Shillie, 2022). Within this context, service recovery is an important
and effective customer retention tool (Bendall-Lyon and Powers, 2001; Ofori-Okyere
and Atanga, 2016). Logistics companies take responsive action to “recover” lost or
dissatisfied customers and convert them into satisfied customers by providing

experienced workers and equipment to shipper companies.

“The problems we experience are usually the arrival of very old vehicles.
Most of the time, we do not accept the vehicles and send them back so that
new vehicles can arrive. The reason for this is that the products should be
damaged during transportation because old vehicles shake a lot. It slows us
down when loading or unloading. Newly produced vehicles or trailers save
us a lot of time. We often experience these conflicts. When we have an
argument with a company, a better, more experienced driver and a faster and

bigger car are provided to win our hearts.” (C1)

Effective and efficient resolutions are instrumental in creating customer retention and
loyalty for the business actors (Tax, Brown and Chandrashekaran, 1998). Besides,
effective service recovery can counteract many of the negative outcomes associated
with service failure so-called “service recovery paradox” which suggests that
excellent service recovery can lead to levels of cumulative satisfaction that are higher
than those existing prior to the service failure (Ennew and Schoefer, 2003). In line
with this, logistics companies also started to offer cost benefits to new customers
based on the conflict experiences for establishing a bond between customers and the
company. In this context, constructive effects arise in the context of opportunities
that create cost-benefits with new companies. It can be inferred that companies
sometimes lack a critical lens within the “operational blindness” and do not re-

evaluate their operational processes and are simply maintained and considered

125



correct solely on the basis of routine and the past.

“This kind of thing happens a lot, especially with foreign customers rather
than old customers who have worked for many years. If your new job is a
mid-level company that has not yet integrated itself into you, you can turn
this into an advantage by producing solutions. Look, this is how I solve it, |
cover this cost, etc. If you go with things like that, you can catch the

communication.” (PJ)

“Situations such as saving 30-40 million dollars’ worth of goods from being
garbage and reaching a solution even if the customer has an extra cost, and
understanding this with your follow-up, caused us to do business with the
customer in much larger lots. Trust and belief in working with a professional
team also increased. It turned from a conflict into a very serious benefit.”
(04)

6.3.2. Destructive Outcomes

Destructive outcomes of the conflicts are lost sales and customers, relationship
termination, being on the blacklist, compensations, decreased prestige, loss of trust,
negative word of mouth, operational disruptions, decreased service quality, entering

litigation process, and human resources problems.

As stated by Lindroth, Huong and Berggvist (2020), supply chain conflicts cause
different disruptions in business operations and it brings along loss of profit, loss of
competitive advantage, and deterioration of business reputation. Concordantly, the
findings state that lost sales and customers as a destructive effect occurs in the forms
of loss of partners, loss of income, and partner share for almost all parties in the

logistics service network.

“We have never been sued, but we could not get our client's business again.

This was the most devastating outcome for us, loss of partner and income.’

(P2)
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Apart from lost sales of customers, the dissolution of the relationship is another
destructive effect for the parties. The outcome of this process is either a total exit
from the relationship, where the parties have no intention to continue the relationship
in the future, or a partial exit, where, for example, a buyer terminates the relationship
with one division of the supplier but continues doing business with another (Habib et
al., 2020). In this context, business partners apply four exit strategies, based on their
directness and orientation: silent, disguised, negotiated and communicated (Habib et
al., 2020).

Considering the total exit, findings demonstrate that shippers apply silent exit

strategies without communication.

“Sometimes customers say that if you fix these and these points, they will

work with you. Some leave without making a sound. ” (44)

In line with the communicated exit strategy, logistics companies informed their sub-
carriers that they had decided to end the relationship and not give another chance to

the supplier to restore an unsatisfactory relationship.

“Our conflict was destructive. We have already withdrawn ourselves because
of the attitude of the authorized person. We said directly, "We are not

working with you, our business partnership is over”. (P4)

Through a negotiated exit strategy, customs companies negotiate how the
relationship should end. Herein, both partners (customs companies and the shippers)
acknowledged that the disengagement was inevitable and discussed matters with

mutual understanding.

“We part ways with reconciliation. Although it is very rare, there are
companies that do not understand the importance of customs legislation, we
patiently explain. If there is no progress, the cooperation ends automatically.
If our partner cannot perceive the professional risks of termination, the

business will evolve into this.” (A5)
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Within the context of a disguised exit strategy, logistics service suppliers did not
directly indicate to their suppliers that their intention to leave the relationship but
deliberately created a situation where the relationship became unsustainable. For

example, they deliberately create financial conflicts.

“There are times when I deliberately raise conflicts and want to end the
relationship. Just today, an Indian agency made a request from me and asked
me for 50 dollars more money, while I normally don't care, but their service
has not been very good lately- so | said it's unacceptable, we'll cut the
connection. We would elicit this tension because we believed we could get the

same supply from someone else.”(P3)

Considering the partial exit, partners including shipping companies and logistics
companies continue to work with companies without cessation of the entire

relationship in certain situations or with certain departments.

“Sometimes, a customer may work with us only when it is necessary. It's like
going to different companies in different places for the rest of things. We do
not break down with the company one hundred percent, but the company is

looking at alternatives.” (02)

“Sometimes, for example, the customer says that you are very good on the

sea route, do not contact me by air cargo again, etc.” (A3)

Reduced brand prestige is another destructive effect of conflicts by risking reputation
loss, loss of trust, negative word of mouth (NWOM) in business networks, negative
social media effect, and customer complaints. Firstly, reputation loss can freeze out
support and goodwill for the partners and significantly erode the ability of the
businesses to successfully retain their market (Larkin, 2002). In this regard, shipping

and customs companies suffered from social interaction from reputation loss.

“Some leave without making a sound. It causes loss of customers. That's why

it's a bad advertisement.” (44)
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“We will carry 6 containers a long distance. This coincided with my leave on
Friday. | did not have a laptop, it is forbidden to give a personal phone.
When | opened my mail on Monday, the vehicle was not sent and | received a
ton of mail about it." Then we realized that this was not about the operation,
it was about the company that we outsourced. It was very destructive and our
prestige was affected a lot. 3 years ago, this was a new project. Every job we
did had to be good. PR was very important for us, it was necessary to do a
flawless job.” (O1)

“Commercial reputation is also very important for companies. Negative
marketing on your behalf can lead to losses that you may not be aware of in
the future.” (A5)

Additionally, loss of trust as a destructive effect occurs when the action of the other
party in the relationship is unreliable and when the other party acts opportunistically
if given a chance to do so (Kong, Dirks and Ferrin, 2014). Findings show that trust
has negatively impacted business relationships since shipping and logistics
organizations don't openly share information with one another and approach one

another with bias.

“No matter how bad this news is, the most authorized person should give this
news to the customer without wasting time. If available, it should be tried to
procure materials from other places. If the supplier tells me the truth, I will
find a solution that day. It makes me lie to the customer, too. This brings the
conflict to the point where it cannot be resolved. This undermines trust in the

company. When you do business, you constantly check.” (O5)

“In the past, after receiving the booking confirmation from the ship-owner, it
was always said "Oh". Now when we go to buy the empty container, we can
get the answer from them that there is no container even if there is a booking.
Or, they often postpone the cargo, they say that we could not take the cargo
to this ship, it is left to the next one. Therefore, on the operational side, there

is a bit of prejudice against that ship-owner or line.” (P3)
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Business-to-business customers who are dissatisfied with services or products may
respond by voicing complaints and spreading negative word-of-mouth (WOM) about
their experiences destructively (Ferguson and Johnson, 2011). In parallel with this,
for shipping companies and shippers, NWOM and complaints may cause them to
lose credibility or suffer a tarnished reputation after the conflicts experienced.

“The circle of us all in the sector is very wide, when this conflict spreads
from word of mouth, the prestige of the company and its attractiveness in the

market also decrease.” (P4)

“Customer complaints are one of the devastating consequences.” (C4)

The speed at which negative WOM diffuses through social media has recently been
reaching new levels, and marks a significant new challenge for marketing
communications to cope with (Pfeffer, Zorbach and Carley, 2014). In this regard,
shippers and logistics companies are affected by NWOM in social media

destructively in terms of the firm's reputation and future business.

“Firms can be blocked, they can stop the decision to work. This can lead to
financial and reputational damage. We live on social media, especially on
LinkedIn, it is a great loss of reputation for us. A forwarder did it, it was a
pretty big company. At this point, the CEOs have decided that this forwarder
will never be worked with.” (O3)

“If the company is a large company, any manipulation shared on social
media can be understood in a very different way, such as fake news such as
"this company did like this". Because this is the biggest problem in the world,
since everything happens on social media, companies want to keep their

social media very strong.” (Cl1)

Operational disruptions are defined as unplanned incidents that negatively affect the
regular operations of an organization such as transportation interruptions, an

unscheduled shutdown of plants, shortage of parts, logistics and supplier failures are
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instances of disruptions to firms (Mahmoud et al., 2021). In the findings, sudden
changes in business plans and late deliveries are seen as destructive outcomes of

conflicts, which negatively affect the shipper’s operational efficiency level.

“Most of the time, it caused the production plan to change, and
unfortunately, the production plan had to be changed every month because
the materials did not arrive on the date we wanted. It affected both

production and our customers. So it was devastating.” (C2)

“We also have conflicts with our customers about sudden demand changes,
especially about the decrease or increase in demand. A customer can be both
a supplier and a customer for us. Conflicts with them cause more delays in

shipping products.” (C2)

Compensation is one of the most broadly used countermeasures in practice, focusing
on the customer side. Besides, a variety of compensation strategies (dynamic
discounts, stock-out compensations, etc.) are applied in order to control customers'
reactions at the occurrence of disruptions such as sudden prolongation of
loading/unloading times, extended delivery times (Li and He, 2019; Charlampowicz,
2019). In the findings, shipping and logistics companies faced serious cost items in

the post-conflict recovery process.

“There may be compensation other than loss of a customer. If you have
damaged the cargo, the customer asks you for the price of it. You can lose the
customer; the customer can lose their job. Your own trade may be harmed,
and if such things happen, it will come back to you again. For example, we
work with automotive manufacturers. They inform us that if the load is not
received at the place and time they want. You will have to cover certain costs.

These are usually monetary penalties.” (P5)

“The other day, for example, a vehicle with a hole in the curtain arrived. If
he just put his hand in it, he can buy the beer without breaking the seals. In
this way, accident trailers and curtains cut as a result of theft are a waste of

money and time for us.” (C1)
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“We may have to lower the price because of the conflict.” (C2)

“It may have brought a cost disadvantage to us at some point. In order not to
lose the customer, we can take alternative actions in the background,
sometimes even at a loss, and proceed in that way. Therefore, if we do not

lose the customer, we concede a big goal from cost items.” (C5)

Human resource problems occur as another destructive effect including stressful
processes affecting the workforce in the form of increased workload and workforce

loss for logistics and customs companies.

“It especially affected the workforce and caused a stressful and troublesome

process. Phone calls were particularly intense.” (P5)

“You may lose your good staff. Customs consultancy firms provide their
income with the service invoices they issue to the companies they serve. If a
big company is lost, you may lose your employees working with you as a
result of this.” (Al)

Logistics service quality problems have become one of the most important issues for
companies since the 1980s (Werbinska-Wojciechowska, 2011). With the conflict of

supply chain partners, it also emerges as a destructive effect especially for shippers.

“You may have to compromise on quality after the conflict process. Conflict
interrupts the flow of products and materials, which disrupts supply chains. It
may be difficult for us to obtain finished goods or raw materials, which could
result in shortages and product replacements that could not be as high-

quality as pre-conflict supplies.” (C3)

In findings, shipping companies and their customers do not wish to work with each
other anymore after their conflictual relationship. In this regard, they put them
“blacklisted” or “banned” classification in their organizational systems. The partners

may stay on this list for a long time, or can be removed from the list because of
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certain crises such as Covid-19 pandemic and they can be listed as workable.

“The customer was immediately blacklisted by the top manager. He was

unable to work even if he wanted to.” (O1)

“It is not possible to lose anything 100 percent in trade. For example, a
customer blacklisted us. | called the customer 2-3 times in 1.5 years. He
didn't even give me any information, but last week, they created a demand

with the effect of the container crisis.” (02)

Once a conflict has emerged, a wide range of alternative procedures might be
employed, ranging from direct bilateral negotiations to third party mediation or
arbitration, and ultimately enter into a possibly lengthy litigation process (Tazelaar
and Snijders, 2010). Herein, litigation is evaluated as a destructive effect of conflicts
as it costs much and it is uncertain as to when a ruling will occur (Bendoly, van
Wezel and Bachrach, 2015). Shipping and logistics companies have gone to court

and their claims are subjected to trial after critical conflicts.

“Since the extra costs were not accepted by the parties and the necessary

payments were not made, we had to go to court.” (O4)

“A penalty fee has arisen due to a situation that occurred in the responsibility
area of the company we work with, and we reflect this on the invoice but they

do not accept it. We say we will settle accounts in court.” (P4)

6.4. Conflicts in Resolution Process

In addition to the considerable potential for conflicts in business relationships, parties
have different preferences for how they should approach and deal with their
conflicts. This conflict over how to manage conflict can be particularly debilitating,
as it is not conflict itself that affects relationships, but the inability to cope with it
directly and constructively (Tjosvold, Hui and Law, 2001). What emerges from the
findings reported here is that conflicts cause other types of conflicts due to the
interrelationship of conflict elements. For instance, some operational conflicts here

triggered other operational, financial, and relational problems throughout the
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resolution process. This specific cause-and-effect relationship between conflicts in

the resolution process is revealed by the critical incident technique.

6.4.1. Inter-organizational Context

Overbooking and cancellation of these extra reservations by logistics companies
cause that the containers cannot be utilized in an efficient way and prospective
customers lose their opportunity to get service from shipping companies. Apart from
that, this also creates conflict by increasing the workload of the shipping companies

as logistics companies cancel their appointments.

“During the Covid-19 pandemic period, our company received 150-200
container reservations one by one during the day from logistics companies.
We told our customers that we can't serve them as our capacity is full. This
situation brought us into conflict with our customers. Then, the logistics
company started to cancel these reservations one by one. We were in conflict

with them because it was a big workload for us.”(O1)

Also, late delivery of the shipments by logistics companies causes an increased
workforce for the shippers as this delay brings additional cost because it requires

shippers to work on the issue on weekends as well.

“Every week we inform the agents and suppliers when and how much order
will be collected, and when we want the load. Even if it cannot be collected
exactly on the same date, we want it to be collected in the near future and
reach the factory on the date we want. This supplier never fit these times.
When the vehicle does not come, the customer has to change his plan, which
causes a big conflict between us. Additionally, since the goods did not reach
us on time, there is an additional expense as it shifts to the weekend, we have

to work extra.” (C2)

It is also worth noting that some operational conflicts experienced by the logistics
service actors give rise to other operational and financial conflicts occurring