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This research explores the applications of LSCM processes and activities within the 

community-based context. This mixed methodology provides three essays that investigate the 

application and development of LSCM in the community-based context. The dissertation puts a 

focus on products and services supplied to focal organizations and how these products are then 

passed on to end-consumers. Essay I looks at the transaction (costs) that ensue from the supply 

of charitable products. Essay II analyzes a social service ecosystem and investigates how the 

network of organizations enable the distribution of charitable products and services. Lastly, Essay 

III examines the delivery of valuable services to the end-consumers, and what tools Community-

Based Enterprises (CBEs) should focus on to develop and retain end-consumers in impoverished 

communities. The research provides conceptual models that review some fundamental LSCM 

achievement gaps in supplying, delivering and providing social services to end users within 

impoverished communities. The dissertation draws upon literature from the fields of economics, 

marketing, social science, and logistics and supply chain management. The dissertation uses the 

primary research method of unstructured and semi-structured interviews, case studies, written 

survey instruments and system dynamics within three studies. The research identifies conceptual 

models that can be used to explain the role of LSCM within humanitarian aid context. The 

research has considered that the type of transactional relationships, structure, shared value, 

service systems, and consumer value, retention and management mechanisms can be achieved 

utilizing LSCM.  
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CHAPTER 1 

GENERAL INTRODUCTION 

The dissertation addresses ongoing issues arising from the uncoordinated management 

and efforts in delivering charitable products and services within impoverished communities. 

There is considerable attention in recent years to the importance of coordinated logistics and 

supply chain management within underserved communities (Komrska, Kopczak, & Swaminathan, 

2013; Kovács & Spens, 2011b). Evidently, environmental, social and economic issues, scarce 

resources, and limited infrastructure place weighted concerns on the establishment of supply 

chain systems and networks formed by community-based enterprises (hereafter, CBEs). 

CBEs are defined as enterprises created by members of the community (Individuals, 

businesses, non-profits and government organizations) acting corporately to help alleviate 

poverty, hunger and all other environmental, social, and economic challenges facing the 

community while fostering sustainable local development (Peredo & Chrisman, 2006).  As part of 

a humanitarian aid advantage, CBEs need to use LSCM. Logistics and supply chain management 

(hereafter, LSCM) plays a significant role in the local planning and developmental decisions for 

social and economic improvements within communities (Kovács & Spens, 2007; Mohan, 

Gopalakrishnan, & Mizzi, 2013; Thomas & Mizushima, 2005). 

Consequently, recent research now focuses on the application of LSCM on the social value 

creation premises it provides (Fawcett & Waller, 2013; Fawcett, Waller, & Bowersox, 2011). LSCM 

provides for improved performance and increased value through social innovations and 

responsiveness to meet the needs of consumers without the aim of maximizing profits (Backman, 

1975; Carroll, 1983; Carter & Jennings, 2004; Hutchins & Sutherland, 2008; McWilliams & Siegel, 
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2001; Sarkis, Helms, & Hervani, 2010). The dissertation argues that LSCM is evolving and now 

contends for decisions that contribute to the welfare and interest of the community and society 

(Cooper, Lambert, & Pagh, 1997; Komrska et al., 2013). 

Statement of Problem 

1.1.1 Food Insecurity 

Food security is described as the “access by all people at all times to enough food for an 

active, healthy life—is one of several conditions necessary for a population to be healthy and well 

nourished.” (Campbell, 1991). In the United States of America, 85.7 percent of homes in the 

United States (U.S.) were found to be food secure, while an estimated 14.3 percent of households 

in the U.S. in the year 2013 were food insecure (Coleman-Jensen, Gregory, & Singh, 2014). Food 

insecurity exists when there is the limited access and uncertain availability of nutritionally, safe 

and adequate food. It includes the inability to acquire acceptable foods in socially acceptable 

ways (Campbell, 1991).  That is, over 49 million impoverished people in the U.S. experience basic 

food shortages by having limited access or availability of adequate food and/or an active or 

healthy life. 

This shortage, change, reduction and/or disruption in their eating patterns have been 

attributed to a lack of money or resources (Franklin et al., 2012). In Texas, particularly Denton 

County where the dissertation study was conducted, resides over 15.2 percent of the national 

average that are food insecure, with 18.4 percent of food insecurity in children. Consequently, in 

the Denton County alone, nearly 98,560 people are food insecure, 32,820 of whom were children. 

About 54 percent of food insecure families live above the poverty line (Heinz, 2013). 
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To help solve this problem, various organizations form supply chains and collaborative 

efforts to deliver food to the needy families. The dissertation aims to offer some clarity on the 

food supply chains in the impoverished community by first gaining insight into some of the 

logistics and supply chain transactions in these organizations. This study contributes a possible 

solution to organizations that seek to alleviate food insecurity – community-based enterprises 

(CBEs) - by highlighting the application of LSCM to increase their collaborative efforts and 

performance. 

1.1.2 Community-Based Enterprises (CBEs) Provide and Supply Food to the Needy 

Peredo and Chrisman (2006) define CBEs as enterprises created by members of the 

community acting corporately to help alleviate poverty, hunger and all other social, 

environmental and economic challenges facing the community while fostering sustainable local 

development.  These enterprises establish networks with a goal to develop, source and deliver 

effective operations and strategies by forming long lasting relationships with other organizations. 

The important role CBEs play in providing food to impoverished communities has been well 

documented (Mohan et al., 2013; Peredo & Chrisman, 2006). These organizations act as agents 

of change by controlling and managing supply chains to meet needs in impoverished areas. The 

organizations use their resources by obtaining food and resources from donor organizations and 

individuals, and distribute such products to the needy community. 

CBEs act as intermediaries in the community and transact with other community 

members, businesses, government and other non-profit organizations, to provide goods and 

services in hopes of alleviating hunger in the impoverished communities. A network of several 

and different organizations serve as suppliers and donors of the needed products, while CBEs 
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then deliver the products to the community. By performing certain transactions, the 

organizations provide low-income households access to food, healthful diet, and nutrition 

programs. 

In many cases, most U.S. households may have consistent, dependable access to enough 

food for active, healthy living—the food secure. However, a number of American households 

experience food insecurity at times during the year. Meaning that, at certain periods of the year 

their access to adequate food is limited due to a lack of money and resources such as 

transportation, and other logistical issues (Coleman-Jensen et al., 2014). To combat the periodical 

food problem, various CBEs form temporary food intermediaries with a mission to collaborate 

with other organizations to provide short-term assistance programs in the communities. The 

short-term enterprises experience failures. Failed initiatives arise from a lack of knowledge and 

improper structural models that make it difficult for the organizations to efficiently use available 

logistics processes to meet the growing needs of the community. Unfortunately, these 

organizations are frequently incapable of meeting their goals due to: 

 High Transactions costs

 Inadequate interaction (management, coordination, and collaboration) among

suppliers, distributors, and customers 

 Lack of understanding in collaborative logistics and supply chain management

 Lack of coordination of resource collection and distribution centers

 Insufficient means to meet customer needs

 Inability to create and co-create value
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 Inefficient ways to attract, manage, maintain and retain end-consumers.

The dissertation acknowledges the problems CBEs face in forming supply chains; hence, 

community-based supply chains (CBSCs). The research provides insight on ways organizations 

struggle in providing food and human services. The study therefore suggests conceptual and 

empirical models that introduces community-based logistics and supply chain management with 

an objective to provide value. The results show that CBEs can effectively use available resources 

to source and deliver food products and services to the impoverished community. An argument 

is made that by using LSCM, CBEs are able to seek innovative, sustainable, and socially 

responsible opportunities with necessary resources to make a difference in the lives of people 

within impoverished communities (Thompson, Alvy, & Lees, 2000).  

The dissertation describes the study of two main cases examined in Essay I and in Essay 

II. The case studies describe the challenges in CBEs meeting organizational goals and

understanding the basic functions of LSCM to meet social needs. The studies suggest that CBEs, 

by forming service ecosystems, should focus on incentives to increase information flows, reduce 

uncertainty, and offer a more efficient supply chain. The dissertation finds that CBEs seek to 

provide value propositions through service ecosystems that are enabled by suppliers of not only 

needed products but of needed services such as skilled labor, skilled knowledge transfer, and 

other volunteered services that are more cost-effective. In the service ecosystems, value 

propositions help organizations to relate with their customers, provide better beneficiary 

solutions which also leads to value co-creation (Prahalad & Ramaswamy, 2004; Vargo, Maglio, & 

Akaka, 2008). 
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Essay III describes another form of CBE, Faith Based Organizations (FBOs). Also known as, 

Community-Based Social Service Organizations (CBSSCOs), FBOs form community enterprises 

that foster relational environments that explain the research problem. To understand the 

research problem of how CBEs should attract, maintain and manage end-consumers, the 

dissertation considers relationship marketing (RM) as means to develop, build and manage 

long—term customer relationships. The argument is that relational connectedness is a new 

construct that contributes to the theory of RM in the social service context (Randall, Gravier, & 

Prybutok, 2011). Essay III focusses on the relational connectedness construct to describe ways in 

which CBEs as service providers can use their resources to enable social ties with loyal customers 

that desire a sense of connection with the organization. As social service organizations, CBEs can 

experience services that have long-term means of perpetuating positive relational feelings of 

familiarity with end-consumers.  By investigating CBEs, the dissertation provides ways to address 

the research problem by developing, testing and validating models that evaluate LSCM in 

community-based (CB) humanitarian context. 

 Application of Logistics and Supply Chain Management (LSCM) within the Community-

Based (CB) Context 

The field of LSCM suggests that transactions, collaborations, and value are important in 

the supply and delivery of products and services to meet the needs of end-consumers (Balcik, 

Beamon, Krejci, Muramatsu, & Ramirez, 2010; Mentzer et al., 2001; Williamson, 2008b; 

Woodruff, 1997). The application of LSCM is paramount in most strategic decision-making efforts. 

This research explores the applications of LSCM processes and activities within the CB context. 
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The research examines how LSCM can be used by CBEs to enhance value in impoverished 

communities. 

The foundations of LSCM is important to this research. LSCM has evolved over the years 

in comparison to how its theoretical models have been developed in research (Rutner, Aviles, & 

Cox, 2012). Research to date has evolved in providing frameworks for definitions of LSCM. 

Frameworks have progressed from the traditional view of LSCM in the military setting (Rutner et 

al., 2012), to the business context (Bowersox, 1998; Cooper et al., 1997; Mentzer, Flint, & Kent, 

1999), to a more recent humanitarian relief arena that is different from the traditional military 

and business view of LSCM (Kovács & Spens, 2007; McLachlin, Larson, & Khan, 2009; Oloruntoba 

& Gray, 2006). Portraying the traditional view, past research have focused more on perspectives 

of LSCM as an extensive approach to all business integration and processes (Cooper et al., 1997), 

including cross-functional and inter-organizational perspectives in business (Larson, Poist, & 

Halldorsson, 2007). Research also suggests that the efficient application of LSCM improves 

profitability (Pohlen & La Londe, 1994), determines a firm’s financial performance using profit 

models (Stapleton, Hanna, Yagla, Johnson, & Markussen, 2002), achieves competitive advantage 

(Cooper et al., 1997; Esper, Fugate, & Davis‐Sramek, 2007), as well as provide core business 

functional areas of the organization (Mentzer et al., 2001). 

Business logistics (BL) and supply chains emphasize on for-profit models based on certain 

costs, quality and time operations, while humanitarian logistics (HL) and supply chains, different 

from profit models, place more focus on delivering aid to vulnerable situations based on 

transactions, collaborations and value adding activity (McLachlin & Larson, 2011; Pettit & 

Beresford, 2009; Tomasini & Van Wassenhove, 2009). Thomas and Mizushima (2005) adapted 
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the Council of Supply Chain Management Professionals (2010) definition of logistics management 

to describe humanitarian logistics by changing the focus from the end customer to the 

beneficiary. The authors define humanitarian logistics as ‘the process of planning, implementing 

and controlling the efficient, cost-effective flow and storage of goods and materials, as well as 

related information, from point of origin to point of consumption for the purpose of meeting the 

end beneficiary’s requirements’. Beneficiaries can be equated with end-consumers in the 

humanitarian supply chain. Beneficiaries are described as those lacking the purchasing power of 

customers (McLachlin & Larson, 2011; Pettit & Beresford, 2009; Tomasini & Van Wassenhove, 

2009) in the business supply chains (Kovács & Spens, 2009; Kovács & Spens, 2007; Oloruntoba & 

Gray, 2006, 2009; Thomas & Kopczak, 2005). 

This research examined the notion of LSCM being used in the CB context. The research 

investigated the concept of CBLSCM through the emerging disciplinary field of humanitarian 

logistics and supply chain management. The dissertation recognizes that this CB approach puts 

more emphasis on long-term transactions and projects as compared to HLSCM which puts more 

focus on crisis response in relatively short-term projects and the establishment of effective 

supply chains characterized to take place under high-stress conditions (Pettit & Beresford, 2009), 

and is different from business LSCM in lieu of profit models. See table 1 for the differences 

between BL/HL. The dissertation extends the previous frameworks of LSCM to the CB context. 

This involves using logistics processes and supply chains in meeting needs not only in times of 

disaster but by forming networks of several organizations (including business organizations 

offering their logistics processes) to embark on social enterprises. 
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Table 1. Differences between Business versus Humanitarian Logistics 

Logistics Categories Business Logistics Humanitarian Logistics 

Goals Competitive advantage 
Supply and satisfy humanitarian 
objectives 

Motivations Trust Reputation 

Primary drive/goal Profit driven Cost driven 

Supply chain actors Selected Willing and available 

Resources Shareholders and  consumers Donors, suppliers and contributors 

Focus Final customer End user 

Relational exchange 
orientation Relational exchanges Discrete exchanges 

Supply chain relationship 
orientation 

Mostly Long-term 
Can adapt to short-term 
relationships 

Mostly Short-term 
Can adapt to long-term 
relationships 

Organizational drivers Profit, sales 
meeting humanitarian 
needs, meeting social and 
moral obligations 

Inventory 
Company products not sold 
Solicited products 

Donated products not used. 
Unsolicited products 

Performance 
expectations 

Financial, competitive 
advantage, vary by company 

Delivery time, responsiveness, 
reduced logistics costs 

Three Studies in the Dissertation 

The underlying question the dissertation seeks to answer is: how can LSCM provide value 

for end-consumers within impoverished communities? That is how LSCM functions and services 

in CBEs provide value at the CB level. To answer this question, the research employs three essays 

to understand the contextual problem.  This empirical dissertation consisting of three essays 

investigates the application of LSCM in the CB context. The essays address the flow of products 

and services through CBSCs as shown in figure 1.  The arrow in the figure indicates the flow of 
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charitable goods, services, finances, and information. The dissertation does not pay close 

attention to the first-tier suppliers’ suppliers, which is looking at the originating flow of goods 

and services (raw materials, manufacturing, etc.). However, referring to figure 1, the organization 

in the middle of the figure is referred to as the distribution center, where products are collected 

and distributed, and the direct suppliers and end-consumers of the focal organization are first-

tier suppliers and consumers.  

The dissertation focuses on the supply of products and services to the distribution center. 

Then, how these products are then delivered to the end-consumers. Essay I looks at the 

transaction (costs) that ensue from supplier relationships as organizations donate or supply to 

the distribution center (CBE). Essay II analyzes how the network of organizations (social service 

ecosystem) enable the distribution of food products and services. Lastly, Essay III studies the 

delivery of social services to the end-consumers, and focuses on what tools CBEs should develop 

and retain end-consumers in an impoverished community.  

 

Figure 1: Dissertation Format - supply chain of community-based enterprises (CBEs) 
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1.3.1 Essay 1 

Essay I is motivated by the observation that CBEs generally engage in a large number of 

transactions with a variety of suppliers, donors and actors, each with different missions, interests, 

capacity, and logistics expertise. See Figure 2.  While large number of transactions can be costly, 

humanitarian research have shown that transactions mostly take place due to the nature of the 

networks (Balcik et al., 2010; Tatham & Kovács, 2010). Although collaboration and networks are 

well-studied topics in the HL literature, LSCM research is generally silent on the role of 

transactions cost economics in the CB context. Few scholars have documented a variety of 

transactions and governance mechanisms that a network of organizations can utilize in CB 

approaches. Instead, humanitarian scholars put more focus on the context of disaster relief as 

implemented through collaborative and coordinated networks (Balcik et al., 2010; Thomas & 

Kopczak, 2005), See table 2. 

Figure 2: Essay I - Flow of community-based supply chain (CBSCs) 
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Table 2. Literature Review on Humanitarian Logistics and Supply Chain Management 

Authors Journal* Key terms Key Research Type of organizations Keywords 

  

P
artn

ersh
ip

s 

R
elatio

n
sh

ip
s 

C
o

llab
o

ratio
n

 

C
o

o
rd

in
atio

n
 

In
tegratio

n
 

A
llian

ces    

Kovács and 
Spens (2007) 

IJPDLM  X X X   
Planning and 
executing Logistics 
operations 

Aid agencies,  aid 
organizations, 
governments, non-
governmental, private 
sectors 

Logistics data 
processing, Disasters, 
Emergency measures, 
Supply chains, logistics 
humanitarian aid 

Kovács and 
Spens (2009) 

IJPDLM X  X X  X 

Challenges /types of 
disasters, phases of 
disaster relief /type 
of humanitarian 
organization. 

National humanitarian 
organizations, international 
organizations, Faith based 
organizations, 
supranational aid agencies 
(e.g. UN agencies) and 
governmental organizations 
(GOs) big international non-
governmental organizations 
(BINGOs) and non-
governmental organizations 
(NGOs). 

 

Kovács and 
Spens (2011b) 

IJPDLM X X X X  X 

Trends and 
developments in 
Humanitarian 
Logistics (HL) 

humanitarian organizations, 
governmental, non-
governmental, and 
international 

Distribution 
management, 
Education, Gap analysis 

  (table continues) 
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(continued) 

Kovács and 
Tatham 
(2009) 

JBL X X X  X  

resource 
configurations 
humanitarian vs. 
military in dormant 
state 

Aid agencies,  aid 
organizations, 
governments, non-
governmental, logistics 
service providers, military 

 

Tatham and 
Kovács 
(2010) 

IJPE X X X X   
Trust in hastily 
formed networks, 
traditional models 

Hastily formed networks, 
Multi-organizational 
networks, International 
NGOs, US military, 
humanitarian organizations, 
relief organizations 

Humanitarian logistics, 
Humanitarian supply 
chain, Swift trust, 
Disaster management, 
Hastily formed network, 
Temporary network 

Chandes and 
Paché 
(Chandes & 
Paché, 2010) 

JMTM X X X X   

Collective strategy 
model in 
humanitarian 
logistics 

Government, international, 
logistics service providers 

Aid agencies, 
Collectivism, 
Earthquakes, 
Operations 
management, Peru, 
Supply chain 
management 

Oloruntoba 
and Gray 
(2006) 

SCM: IJ  X X X X  

Nature of the 
humanitarian aid 
supply chain/supply 
chain agility 

Government donor, 
international agency, 
international and local 
NGO, community based 
organizations, 

Aid agencies, Supply 
chain management 

(table continues) 
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(continued) 

Jahre, 
Jensen and 
Listou (2009) 

MRN X X 

Three dimensions 
logistics and 
organization theories 
humanitarian 
logistics operations 

Permanent, temporary 
networks, NGOs, 
Government, international 

Case studies, Strategic 
planning, Disasters, 
Management theory, 
Aid agencies 

Van 
Wassenhove 
(2005) 

JORS X X X 
Private sector 
understand 
capabilities of HL 

Private sector and public 
sector organizations 

Effective logistics 
operations, supply chain 
management 

Tomasini 
and  Van 
Wassenhove 
(2009) 

ITOR X X X 

Evolution of supply 
chain management in 
disaster relief 
/private sector 

humanitarian supply 
chain; disaster relief; 
uncertainty; public 
private partnerships 

Van 
Wassenhove 
and Pedraza 
Martinez 
(2012) 

ITOR X X X X 
Using OR in 
humanitarian 
logistics 

humanitarian organizations, 
governmental, non-
governmental, and 
international 

Humanitarian logistics; 
operations research in 
emerging markets; 
incentives in supply 
chain management 

Day, Melnyk, 
Larson, 
Davis, and 
Whybark 
(2012) 

JSCM X X X X 

Position 
humanitarian and 
disaster relief supply 
chains (HDRSC) 
within field of SCM. 

emergent, expanding, 
extending and established 
organizations, humanitarian 
organizations, 
governmental, non-
governmental, and 
international, communities, 
academia 

Humanitarian, disaster, 
relief, planning, 
response, recovery, 
supply  chain, logistics 

(table continues) 
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(continued) 

Overstreet, 
Hall,  Hanna 
and  Rainer, Jr 
(2011) 

JHLSCM X X  X X  

Framework for 
conducting research 
in humanitarian 
logistics 

humanitarian organizations, 
governmental, non-
governmental 

Supply chain 
management, 
Humanitarian logistics, 
Disaster relief, Research 

Kunz and 
Reiner 
(2012a) 

JHLSCM X    X  

Up-to-date and 
structured insight 
based on the gaps 
content analysis 

relief organizations, 
governmental agencies, 
non-governmental, 
humanitarian logistics, 
international, relief 
organizations 

Research work, 
Quantitative methods, 
Humanitarian logistics, 
Literature review, 
Content analysis, 
Situational factors 

Balcik,  
Beamon, 
Krejci, 
Muramatsu, 
Ramirez 
(2010) 

IJPE X X X X   

Challenges in 
coordinating 
humanitarian relief 
chains 

relief organizations, 
governmental agencies, 
non-governmental, 
humanitarian logistics, 
international, 

Coordination, 
Cooperation, Relief 
chains, Humanitarian 
logistics, Disasters 

Heaslip, 
Sharif, 
Althonayan 
(2012) 

IJPE X X X X X X 

Empirical comparison 
military and 
humanitarian 
organization 
partnership 

relief organizations, military 
and civilian organization, 
governmental agencies, 
non-governmental, 
humanitarian logistics, 
international, local and 
community based 
organizations 

SADT, Humanitarian 
operations, Stakeholder 
management, Systems 
archetypes 

McLachlin, 
Larson and  
Khan (2009) 

MRN X X X X   

Managerial tools of 
business logistics in 
humanitarian relief 
logistics 

humanitarian organizations, 
governmental, non-
governmental, faith based 
organizations 

Supply chain 
management, Research, 
Aid agencies, Non-profit 
organizations 

(tables continues) 
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(continued) 

Clarke 
(2010) 

EJDR X X X X X  

Examine a novel 
inter-faith 
partnership between 
humanitarian faith 
based organizations 

humanitarian organizations, 
governmental, non-
governmental, faith based 
organizations 

faith-based 
organizations; Islamic; 
Christian; partnerships; 
humanitarian crises; Sri 
Lanka 

Stewart, 
Kolluru and 
Smith (2009) 

IJPDLM X X X   X 
Framework positions 
community resilience 

Public and Private 
organizations, non-profit 
organizations, healthcare 
organizations, local 
organizations and faith 
based 

 

Mohan, 
Gopalakrishn
an, Mizzi 
(2013) 

IJPE X   X X  
Operational planning 
issues for ‘‘food 
insecure’’. 

humanitarian organizations, 
governmental, non-
governmental, international 
and other  organizations 

Disasters, International 
aid, Human resource 
management, 
Distribution 
management, Gender 

Herlin, 
Pazirandeh 
(2012) 

IJPE X X X X X  
Dominance NPOs in 
supply market 

Non-profit organization, 
intergovernmental 
organization, private and 
public organization, 
humanitarian organizations 

 

 *Journal Titles have been abbreviated for table. Please see reference list for full journal titles.
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Essay I calls for CBEs to examine the existence of transactions costs, use control and 

governance structures to effectively select and form relationships, and apply supply chain 

strategies that create shared value in the supply chain. The dissertation proposes a research 

agenda that suggests that researchers should investigate how transaction cost economics can 

affect the supply of charitable products and services to impoverished communities. I contend 

that the evaluation, reduction and monitoring of transaction costs is important to CBEs. I argue 

that transactions can be more efficient and can be simplified by forming long-term transactional 

relationships with benefits. Specifically, I propose a conceptual framework that explains how 

different organizations forming transactional relationships can influence shared value in the 

supply chain.  

1.3.2 Essay II 

Essay II is motivated by the observation that minimal research investigates CBEs and their use of 

LSCM and service systems in providing services to the community, see figure 3. In this research, 

I argue that CBEs are now interested in taking a more value adding, service-centric approach into 

their services systems by incorporating LSCM into their strategies. That is, besides putting more 

focus on the needed distributed (food) products within the CBSCs, CBEs have now shifted to a 

desirable service-oriented perspective using LSCM in meeting their goals to help alleviate 

underserved community challenges. CBEs can be viewed as service ecosystems with an intent to 

form networks in accomplishing a goal (Maglio & Spohrer, 2008). Few researches focus on social 

service systems using their application of LSCM in the creation and co-creation of value. The 

dissertation also recognizes the gap in using system dynamics models in highlighting the 
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appropriateness and applicability of LSCM in the CB context.  To fill the research gap, I develop a 

social service system dynamics model. 

Figure 3: Essay II - Community-based enterprise (CBE) distribution of services 

1.3.3 Essay III 

Lastly, Essay III suggests that another future direction for LSCM research is warranted. 

With a focus on the creation of value within the CB context, the end-consumer relationship is 

investigated in the social service and CB context, see figure 4. The essay focuses on consumer 

(beneficiary) relationship in the humanitarian arena especially in the social context. This 

dissertation highpoints the beneficiaries of the supply chain. FBOs, also known as CBSSOs are 

investigated. The dissertation seeks to understand how FBOs can focus on strategies to retain 

and maintain end-consumers. Besides meeting a direct need, CBSSOs rarely focus on strategies 

to attract, develop and retain end-consumers.  Using the theory of Relationship Marketing (RM), 

findings suggest that the relational connectedness construct not previously investigated in RM, 
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proves an important characteristic of successful end-consumer relationship building in the social 

service context. An examination of FBOs as social mediating structures supports the existence of 

the relational connectedness construct in understanding commitment and the future intentions 

of relationships with the organization. The empirical study provides greater insight into RM 

theory and its influence on commitment and future intentions in the CB and humanitarian 

context.  

 

 

             Figure 4: Essay III - Supply chain for end-consumers 
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 LITERATURE REVIEW 

 Community-Based Social Service Organizations (CBSSOs) as Social Enterprises 

Community-Based Social Service Organizations (CBSSOs) are potential logistics and supply 

chain service providers in underserved organizations (Lewis, 2003). CBSSOs are also identified as 

social enterprises that have the potential to improve service delivery in the social services arena 

(Asomugha, Derose, & Lurie, 2011; Bielefeld & Cleveland, 2013; Ebaugh, Pipes, Chafetz, & 

Daniels, 2003; Galaskiewicz, Bielefeld, & Dowell, 2006; Lewis, 2003; Parboteeah, Walter, & Block, 

2015). While enterprises embrace for-profit activities that produces value expressed in monetary 

terms, contrastingly, social enterprises focus on adding value to social systems, often in the 

context of non-profit activities (Somerville & McElwee, 2011). Social enterprises encompass 

businesslike models that have social objectives in the community, rather than being driven by 

the need to maximize profit for shareholders and owners. Social enterprises are known to exist, 

controlled and managed by different sectors (private, public, and third sector, individually or 

corporately), working together to promote the sustainable, economic and social change within 

an environment (Austin, Stevenson, & Wei-Skillern, 2006; Spear, 2006).  

Social enterprises involve members of its constituency that have a set social purpose that 

is achieved by engaging in trade in the marketplace while not involved in the commerce of 

distributing profits to individuals (Bailey, 2012). Social enterprises involves professional, 

innovative and sustainable approaches to systematic and innovative change that resolves social 

market failures and grasps opportunities. Austin, Stevenson and Wei-Skiller (2006) define such 

organizations to perform social value-creating and innovative activities that transpire joint or sole 
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efforts from the nonprofit, business or government sectors that have social objectives. Dees 

(Dees, 1998a; Dees, 1998b) defines social entrepreneurs as those that play the role of change 

agents in the social sector. These entrepreneurs become change agents by: (1) adopting missions 

to sustain and generate social value, not just value for the private organizations; (2) innovating 

new opportunities and strategies to serve that above mission; (3) engaging and encouraging 

sustainable processes for adaptation, organizational learning, and social innovation; in addition, 

(4) being accountable for the outcomes created within environments. 

In the context of this dissertation, social enterprises situated in impoverished 

communities are considered CBEs. Perodo and Chrisman (2006) present a theoretical model of 

CBE. In their model, CBEs are therefore the result of a process in which the community acts 

entrepreneurially to create and operate a new enterprise embedded in its existing social 

structure. The authors suggest that through multiple goals, activities, and participatory decision-

making processes, the organizations address diverse needs in the community. 

 CBEs take on various forms of a mixed social enterprise (Dees, 1998a; Somerville & 

McElwee, 2011). There is the contention that CBEs are different from the business orientation of 

social enterprises (Bailey, 2012). However, research shows that CBEs are considered as social 

enterprises (Ambrose-Oji, Lawrence, & Stewart, 2015; Bailey, 2012; Somerville & McElwee, 

2011). Moreover, CBEs are managed and governed to pursue the economic and social goals of a 

community while yielding sustainable individual and group benefits over the long term. For an 

approach to long-term and sustainable benefits of CBEs, Peredo and Chrisman (2006) have 

argued that successful CBEs portray several characteristics of social enterprises. The dissertation 
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follows main characteristics of social enterprises as presented by Pearce (2003), and Peredo and 

Chrisman (2006). These characteristics suggest that CBEs are able to: 

 Respond to the communities’ social and economic challenges 

 Involve several and all members of the community 

 Have repeated economic transactions between players 

 Form social capital based on available local skills and resources 

 Have an array of diverse yet common goals and  

 Are managed and operated primarily by the local community acting collaboratively to 

create market opportunities and value (Handy, Cnaan, Bhat, & Meijs, 2011).  

 Logistics and Supply Chain Management (LSCM) 

Christopher (1992) defines the supply chain as “a network of organizations that are 

involved, through the upstream and downstream linkages, in the different processes and 

activities that produce value in the form of products and services delivered to the ultimate 

customer”. It is evident that several organizations adopt business improvement methods, 

practices and functions to improve performance within their supply chain networks. LSCM has 

been regarded as a crucial success factor for companies seeking to gain a competitive advantage. 

LSCM is concerned with the management and flow of goods, services, information and finances 

among supply chain members.  The dissertation looks at the definition of logistics and then supply 

chain management to form the basis for more clarity on the term LSCM as used in the business 

context, humanitarian and now the CB context.  
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2.2.1 Logistics 

The council of supply chain management professionals (2010) defines logistics 

management as a part of supply chain management that plans, implements and controls the 

efficient and effective movement (forward and reverse) flow of goods, services and related 

information form a point of origin to a point of consumption to meet customer’s requirement. 

Fawcett et al. (2011) defines logistics not only as the ability to manage systems by controlling the 

movement and positioning of raw materials, to finished inventories at the lowest total cost and 

highest customer influence, but also as the leadership responsibility to carry out these activities 

to enable social and economic developments. Resources managed by logistics management can 

include such items as food, materials, finances, animals, and people as well as such abstract items 

as information, and energy. In most circumstances, logistics involves the integration of several of 

such items as termed by such processes as materials handling, inventory, transportation, and 

warehousing, distributing, and packaging management. The dissertation follows the research of 

Mentzer et al., (2004) in defining a more unified theory of logistics to include an integral part of 

supply chain management. The authors present a wider and holistic view of logistics to include 

helping supply chain partners, (suppliers, distributors, and intermediaries), coordinating supply 

and demand flows to deliver customer value and shared benefits, and utilizing logistics 

capabilities such as that which addresses customer service, customer value and relationship 

management in the supply chain. 

The dissertation also builds on the definitions of humanitarian logistics. Over the past 

decade, Humanitarian Logistics (HL) has described how organizations use logistics to provide 

humanitarian aid through collaborative efforts in meeting customers’ needs and requirements 
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affected by disaster. HL is a thriving and recent trend in logistics and supply chain research and 

practice. HL as an interdisciplinary field, is described as the flow of goods and services, in form of 

resources, skills, and knowledge to meet urgent and vulnerable needs (Kunz & Reiner, 2012b; 

Van Wassenhove, 2005). HL is also described to combine many aspects of logistics in various ways 

to alleviate the impact of disasters (Kovács & Spens, 2011b). Thomas and Kopczak (2005) define 

humanitarian logistics as the process of planning, implementing, and controlling the efficient, 

cost-effective flow and storage of goods and materials, as well as related information, from the 

point of origin to the point of consumption for alleviating the suffering of vulnerable people 

affected by disaster. The function encompasses a range of activities, including preparedness, 

planning, procurement, transport, warehousing, tracking and tracing, and customs clearance to 

meet the needs of consumers in unfavorable conditions. 

2.2.2 Supply Chain Management (SCM) 

Compared to logistics, supply chain management has been defined as “the systematic, 

strategic coordination of the traditional business functions and the tactics across business 

function within a particular company and across businesses within the supply chain, for the 

purposes of improving the long-term performance of the individual companies and the supply 

chain as a whole.” (Mentzer et al., 2001). Though different in definition from logistics, these two 

terms (logistics and supply chain management) have been used comparatively together and 

differently in both research and in practice. This could be because the two terms are both 

relevant to describing product and service circulation in the organization. The Council of Logistics 

Management (2003) described supply chain management as a broader concept that includes all 

activities in logistics management. Cooper et al., (1997) suggests that SCM is logistics 
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management taken across inter-organizational limitations, and its partnerships involving more 

functions than the integrated logistics management practices. Mentzer et al., (2004) in defining 

a more unified theory of logistics mention that logistics is an integral part of supply chain 

management. 

Based on several disciplines, SCM has been defined differently. In the marketing 

literature, SCM is defined as a core business process that includes physical distribution activities 

(Srivastava, Shervani, & Fahey, 1999). In the management perspective, SCM is considered as the 

management of complex networks involving exchange processes (Harland, 1996). Within logistics 

scholars, SCM is referred to by Ellram and Cooper (1990) as an “integrative philosophy to manage 

the total flow of a distribution channel from supplier to the ultimate user”. In clarifying how 

different SCM is from logistics management, Larson and Halldorsson (2004) present different 

perspectives on how managers, educators and researcher may view such differences. They 

present four main distinct views of SCM: The traditionalist view of SCM as a subset of logistics; 

re-labeling view looking at terms interchangeably; Unionist view justifies logistics as a subset of 

SCM and finally the inter-sectionist view elucidates both concepts as separate but having 

common elements.  The research builds on the CSCMP (2010) definition of supply chain 

management as “supply chain management encompasses the planning and management of all 

activities involved in the sourcing and procurement, conversion and all logistics management 

activities. Importantly, it also includes coordination and collaboration with channel partners, 

which can be suppliers, intermediaries, third-party service providers and customers.”  

In the area of research on humanitarian supply chains, SCM is still yet to be developed (Abidi, 

de Leeuw, & Klumpp, 2014; Kovács & Spens, 2011b). Similar to the previous definitions of supply 
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chain management, Van Wassenhove (2005) presents the notion that the ultimate effective 

humanitarian supply chain management, similar to the private sector supply chains must be agile, 

adaptable and able to respond to multiple interventions as quickly as possible. Van Wassenhove 

characterizes the humanitarian supply chain as one that has a short-time frame, uncertainty and 

risk prevalent and has to be multiple, global, dynamic and temporary. Kovacs and Tatham (2009) 

describe humanitarian supply chains as ones designed for operational catastrophes and having a 

core competency for dealing with disruptions. Kovacs et al., (2010) highlight the fact that the 

end-consumer in the humanitarian supply chain should be compared to the humanitarian aid 

beneficiary without a purchasing power. The dissertation builds on the definitions of Oloruntoba 

and Gray (2006) definition of the humanitarian supply chain as one that consists of governments, 

international agencies, international and local NGOs, community-based organizations (CBEs), and 

beneficiaries.  Therefore, given the review of literature, as the need for humanitarian supply 

chains arise in impoverished communities, research have highlighted the need for understanding 

a community-based approach to humanitarian supply chain and logistics management (Kovács 

et al., 2010; Kovács & Spens, 2011a).  

 Theoretical Foundations of the Dissertation 

Many terms used in the supply chain literature delineate transactions within supply chain 

relationships. Such terms include alliances, relationships, collaborations, coordination, 

integration, joint ventures, just to name a few.  Though these terms vary distinctly, the paper 

employs transactions to mean ongoing exchanges in relationships. In search of past literature, 

terms such as, “partnerships” “relationships”, logistics”, “supply chain management”, 

humanitarian”, humanitarian logistics”, faith based”, “community-based”, “governance” and 
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“relational orientation (relational and transactional)” are used to recognize gaps in research for 

capturing transactions in the CB context. Gaps were discovered in literature in regards to supply 

chain transactions in the humanitarian arena, see table 2. 

To conduct research in this context, I searched such words as governance, transaction 

costs, and transactions as well as some of the other search terms stated above in journals such 

as Journal of Business Logistics, International Journal of Physical Distribution & Logistics 

Management, International Journal of Logistics Management and Journal of Humanitarian 

Logistics Supply Chain Management. The results produced a collection of literature that 

structured this research. Extensive searches conducted on general search engines relating to 

these terms, also produced similar results in journals of other disciplines. 

Very little literature exists in humanitarian logistics and supply chain management, 

especially for CBEs as logistics providers, with a focus on transaction costs, service-dominant 

logic, and relationship marketing.  However, a majority of literature found the use of transactions, 

service-dominant logic and relationship marketing in the general business context. This research 

will amalgamate the current findings to understand relationships, transactions, distribution and 

customer relations as employed in the community-based logistics and supply chain practices. 

2.3.1 Transaction Cost Theory (TCT) 

The theory of transaction cost economics was first introduced by Coase (1937) on the 

basic premise that firms are viewed as governance structures that incur costs when conducting 

an economic transaction (exchange). The theory highlights conflicts of interests in the exchange 

relationships when transactions costs increase and is observed in moments of opportunism and 
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bounded rationality. The conflicts of interest can be observed in the behaviors of the exchange 

parties (Grover & Malhotra, 2003; Rindfleisch & Heide, 1997). Behavioral assumptions of TCT 

include opportunism and bounded rationality. Opportunism is defined as self-seeking behavior 

with guile (Williamson, 1979).  Bounded Rationality is defined as the limited rationality of decision 

makers that is observed in situations where decision makers are bound to act irrationally when 

challenges arise (Rindfleisch & Heide, 1997; Williamson, 1981). 

Transaction costs examines the appropriate governance structures that is needed to 

safeguard against behavioral assumptions during an exchange. Research shows that when 

transaction costs increases, efficiency depends upon the choice of governance structures. 

Therefore, governance structures that are designed by the organization affects the ability of the 

firm to minimize increasing transaction costs (Williamson, 1975, 1981). Transaction costs tend to 

increase when there is experienced difficulty in collaborative agreements. Dyer (1997) states that 

transaction costs increase when there is the fear of opportunism. Lower transaction costs, 

however arise in situations where there is a motivation to pursue, manage, and monitor 

collaborative agreements.  

TCT focuses on exchange between organizations (Dyer & Singh, 1998; Williamson, 1975, 

1979). Such a theory is equally and relatively important across different forms of profit 

maximizing and non-profit seeking firms. Therefore, the theory has similar implications for non-

profit, humanitarian, social organizations and community-based enterprises besides economic 

and profit seeking firms. Thus, TCT explains its existence in social and economic firms. However, 

the origins of TCT tends to focus on economic organizations (Williamson, 1979). While TCT has 

been applied in examining alternative governance structures for the economic firms, few 
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researches have placed emphasis on social service structures (Uzzi, 1997). Hence, there is the 

observation that TCT presents research challenges (Ghoshal & Moran, 1996).  

Another research challenge is that past research shows TCT places more emphasis on 

market failures compared to market success (Ghoshal & Moran, 1996; Madhok, 2002). Research 

challenges also show that there is a growing interest for observing transaction costs in both social 

and economic types of transactions. Hence the problems of embeddedness (Granovetter, 1985; 

Uzzi, 1996, 1997). Embeddedness has been described as the degree to which non-economic and 

social institutions embed economic activities and transactions (Polanyi, 1944). Granovetter 

(1985) makes the embeddedness argument that there should also be a focus on the role of 

transactions as seen in personal relationships and networks, even in economic institutions. 

However, the dissertation contends that TCT is promising in understanding the varying measures 

of social relationships within individuals and groups, either in dyadic, network or in the general 

sense, institutional economic settings (Jones, Hesterly, & Borgatti, 1997; Powell, 2003). 

Therefore, I argue that TCT can be a viable theory in understanding supply chain relationships in 

the community-based and social service context.  

2.3.2 Service Dominant Logic (S-D Logic) 

S-D logic has mainly been applied within the marketing literature. In relevance to supply 

chain management, S-D logic has a focus on service as the basis for any economic exchange. S-D 

logic is a theory that centers on views of service and service-driven principles as a dominant focus, 

while goods, money, and the organization can be seen as intermediaries. Lusch and Vargo (2006) 

explore the idea of S‐D logic as the foundation for a general theory. The authors suggest that S-

D logic is an evolving theory that suggests practical actions for the organization towards 
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standards for social well-being and interaction.  Vargo and Lusch (2008) state that S-D logic 

provides a foundation for the development of a new theory of society. The authors further state 

that:  

“The central notions of S-D logic are that fundamental to human well-being, if not survival, 
is specialization by individuals in a subset of knowledge and skills (operant resources) and 
exchanging the application of these resources for the application of knowledge and skills 
they do not specialize...This shift in focus from operand to operant resources has 
implications for understanding social interaction and structure that are markedly different 
from the ones suggested by a focus on the exchange of operand resources and potentially 
has ramifications for understanding exchange processes, dynamics, structures, and 
institutions beyond commerce.” 

Thus, this research acknowledges that S-D logic can be applied to both economic and 

social settings, and accommodates a foundational premise for understanding social issues. S-D 

logic is also a viable theory for understanding service science (Maglio & Spohrer, 2008; Vargo & 

Lusch, 2008; Vargo et al., 2008). Service science has been described as a new area of study that 

addresses the challenges organizations face in becoming more innovative about service systems 

(Spohrer & Maglio, 2008). In new areas of study, S-D logic is foundational to service science 

studies concerning value-creation in service systems (Maglio & Spohrer, 2008; Spohrer, Vargo, 

Caswell, & Maglio, 2008; Vargo et al., 2008). In reference to value, Vargo, Maglio and Akaka 

(2008) describe measuring value using S-D logic by differentiating between value-in-use (S-D 

logic) meanings compared to value-in-exchange (Goods-Dominant logic).  

Vargo, Maglio and Akaka using S-D logic mention that value-in-use is cultivated in 

environments: (1) where value is always co-created, jointly and reciprocally by beneficial 

relationships. (2) Where end-consumers or beneficiaries actually use the service, or product; (3) 

where the roles of suppliers and customers are not distinct; (4) where there are interactions 
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among providers and beneficiaries and, (5) where there is an integration of resources and the 

application of competencies. Lusch (2011) suggests putting emphasis on value-in-use for the 

organization that looks into the service of supply chain management. The author states that 

value-in-exchange although different and nonetheless important is more focused on value being 

measured by price or monetary exchange for the product a firm offers and supplies. 

Table 3. Fundamental Premises (FP) of Service- Dominant Logic 

FP # Premise 

FP1 The application of specialized skills and knowledge is the fundamental unit of exchange. 

FP2 Indirect exchange masks the fundamental unit of exchange. Currency and the use of the 
supply chain partners remove upstream suppliers from contact with the end customer. 

FP3 Products are distribution mechanisms for service provisions. End-consumers seek value 
propositions, not the products themselves. 

FP4 Knowledge is the fundamental source of competitive advantage. Knowledge and skill 
transform land, labor, capital, and natural resources, to create sustained competitive 
advantage. Supply chains represent a significant source of knowledge. 

FP5 All economies are service economies, economic output value is based upon value 
propositions created and accepted. 

FP6 The customer is always a co-creator. Customers define requirements, judge the value 
proposition, and represent a significant knowledge source. 

FP7 The supplier network and its customers make value propositions. Exchange occurs when 
all members make and accept value propositions. Firms exchange for profit and customer 
knowledge. Customers exchange for affordable value propositions. 

FP8 Value propositions are customer oriented and relational. The customer and supplier 
network exchange knowledge and resources to create value for all exchange partners. 

FP9 Organizations integrate the microspecialized competences into complex services 
demanded in the marketplace. Supplier network integration is the highest core 
competency. Integration focuses the supplier network on customer value propositions, 
and rewards achievement of those value proposition. 

(Source: Adapted from Vargo and Lusch 2004) 

There are nine foundational premises for S-D logic (Vargo & Lusch, 2008), see table 3. The 

foundational premises of S-D logic can be fundamental to understanding service systems (Maglio 

& Spohrer, 2008; Qiu, 2009; Vargo & Lusch, 2010). Qui (2009) describes service systems as a 
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socio-technical system that focuses on services delivered. Services delivered using all available 

means for both provider and consumer. Maglio & Spohrer (2008) define service systems as value 

co-creation structures that realize and always co-creates value. The authors describes service 

systems as configurations of people, technology, shared information and value propositions that 

co-creates value. Lusch (2011) refers to supply chains as service systems, specifically service 

ecosystems. Service ecosystems are labeled using the network concept to describe supply chains 

as social and economic value propositions through institutions and technology. These social and 

economic value networks or value proposing actors coproduce service offerings, exchange 

service offerings and cocreate value (Lusch, 2011; Lusch, Vargo, & Tanniru, 2010). Lusch, Vargo 

and Tanniru (2010) mention that supply chains support customers’ value-creating processes with 

service offerings. 

2.3.3 Relationship Marketing (RM) 

Another theory the dissertation examines is RM. Prior research acknowledges the 

importance of RM in examining business and social exchange relationships (Arnett, German, & 

Hunt, 2003; Morgan & Hunt, 1994). RM has been described as a customer centered approach 

that is used when organizations seek long-term relationships with existing and prospective 

customers (Evans & Laskin, 1994). While research shows that discrete exchanges exist in 

organizational setups, RM builds on the premise that exchanges are not discrete but ongoing 

(Dwyer, Schurr, & Oh, 1987; Morgan & Hunt, 1994). Several studies have employed RM in 

understanding customer–organization relationships, especially in understanding how the 

relationships are developed and maintained. In light of how social service organizations seek to 

understand, build and manage ongoing exchanges in a community, RM enables the organization 
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to focuses on customer retention and increased loyalty (Morgan & Hunt, 1994; Sheth & 

Parvatiyar, 1995). 

To focus on service organization, RM provides important implications for how the 

organizations’ can retain and maintain consumers (Berry, 1983, 2002). In reference to the 

humanitarian context, Gronroos (1990) states that RM provides means for how social service 

organizations can build, manage, and maintain end-consumers based on the services they 

provide. Gronroos states that RM from the service perspective, can be applied to all social service 

firms. RM provides significant applications for customer marketing and management strategies 

for community-based social service organizations. 

Methodology Used 

The dissertation employs a mixed methods methodology. Johnson and Onwuegbuzie 

(2004) define mixed methods research as: 

“Mixed methods research is formally defined here as the class of research where the 
researcher mixes or combines quantitative and qualitative research techniques, methods, 
approaches, concepts or language into a single study.” 

Johnson and Onwuegbuzie provide description of data analysis using the mixed methods 

research process model. The authors describe that mixed methods enable: (1) Data reduction 

that involves decreasing the magnitude of the phenomena using qualitative data (literature 

review) and quantitative data (descriptive statistics or factor analysis). (2) Data display which 

involves visually describing the data (e.g., conceptual models, causal loop diagram, tables and 

graphs). 
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Research also shows that mixed methods increases data triangulation using multiple 

methods which addresses validity in the data collection and data analysis process (Barbour, 2001; 

Greene, Caracelli, & Graham, 1989). Eisendert (1989) states that triangulation using multiple data 

collection methods provide stronger validation of constructs and hypotheses. Several authors 

suggest that triangulation occurs using convergent methods, accumulated data, theories, 

investigators, and methodologies (Jick, 1979; Tellis, 1997). Denzin (1978) defines triangulation as 

the combination of methodologies used to study a single phenomenon. Jick (1979) mentions that 

triangulation using multiple and accumulated data allow for validation of the research process.  

Mixed methods design include the convergence or agreement of quantitative and 

qualitative methods (Greene et al., 1989). The choice of using mixed methods is driven by the 

overarching dissertation’s research question which is ‘how can LSCM provide value for end-

consumers within impoverished communities?’ To answer this question, the dissertation utilizes 

three main essays equipped with three different methodologies using both qualitative and 

quantitative techniques and data.  

To address the research question in essay one, qualitative techniques are used to provide 

details associated with the research problem. The research question in Essay I is how are valuable 

services provided? To investigate the research problem the dissertation uses convergent 

interviewing. Convergent interviewing is a new methodology that hails from several studies 

(Carson, Gilmore, Perry, & Gronhaug, 2001; Dick, 1990; Rao & Perry, 2003; Riege & Nair, 2004). 

This technique of interviewing is efficient in exploring areas of a phenomenon that lacks 

theoretical bases but results in consolidation of existing body of knowledge (Rao & Perry, 2003). 
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Qualitative data is obtained based on semi-structured and unstructured interviews with key 

executives from eight different community-based enterprises. Focus groups, field, case study, 

observation, and archival data are analyzed. This qualitative technique uses the obtained data 

for analysis (Dick, 1990).   

To understand the problem in Essay II, a descriptive case study with system dynamics 

methods are used to answer the research question; how do CBEs create value using LSCM? The 

research method in essay II is mainly descriptive in nature and is based on a single case study 

(Eisenhardt, 1989; Woodside & Wilson, 2003; Yin, 1984). The single company was considered as 

the unit of analysis based on location, business operations and the organization’s structure. 

Single case studies are an appropriate means of exploring a well-formulated theory with unique 

aspects of the phenomena that have been under researched (Lee & Baskerville, 2003). Yin (1984) 

supported the use of the single case study can still be valuable in expanding and generalizing 

theories. Research show that the number of case studies must be determined based on how 

much information can be generated from the case study, as well as how much literature already 

exists on the same phenomenon being studied (Eisenhardt, 1991).  According to Eisenhardt's 

(1989) framework, the research processes for conducting a case study can be structured in seven 

steps: selecting cases, crafting instruments and protocols, entering the field, analyzing data, 

enfolding literature and reaching closure.  The dissertation follows four major applications for a 

case study model as presented Yin (1994).  

1. To explain complex causal links in a real-life situation.  

2. To describe the real-life context in which the intervention has occurred. 

3. To describe the intervention itself. 
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4. To explore those situations in which the intervention being evaluated has no clear set of 

outcomes.    

The appropriate methods used in analyzing the case study data was system dynamics. To 

develop a causal loop diagram that provides a visual representation of the research problem, the 

dissertation takes into consideration the computer-aided approach of system dynamics. System 

dynamics is used as a study of information-feedback characteristics that highlights how decisions 

and behaviors influence performance and operational success of the enterprise (Forrester, 1958; 

Größler, Thun, & Milling, 2008). Defined as a computer simulation methodology, system 

dynamics modeling includes both qualitative and quantitative modeling of complex systems 

(Ghadge, Dani, Chester, & Kalawsky, 2013; Wolstenholme, 1999). The technique provides causal 

loop diagrams as a qualitative analysis that shows visual representations of a phenomenon using 

non-simulation modeling.  The use of qualitative system dynamics, also referred to as systems 

thinking or soft OR, is valuable in analyzing and assessing system structures (Asomugha et al., 

2011; Forrester, 1994; Richardson, 1994; Senge, 1990).  

In the third essay, empirical research is employed to answer the research question: How 

do CBSCs manage and maintain end-consumers? To investigate the relational components on 

how to manage and maintain end-consumers, the relational connectedness construct is further 

evaluated by dissecting its dimensions into the community-based context. The measurement 

model was used as a quantitative analysis that provides the necessary data to test hypotheses 

on the relationships between the model’s variables. Structural equation modeling (SEM) was 

used to analyze the data.  SEM is a multivariate technique that combines aspects of factor analysis 

and multiple regression to examine a series of interrelated dependence relationships among the 
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measured variables and latent constructs  (Anderson & Gerbing, 1988; Bagozzi & Yi, 1988; Bentler 

& Chou, 1987; Carmines & McIver, 1981; Fornell & Larcker, 1981; Nunnally, 1978; Nunnally & 

Bernstein, 1994; Peter, 1979). SEM provides benefits in research such as estimation of multiple 

and interrelated dependent relationships. Ability to represent unobserved concepts in these 

relationships and correct measurement errors in the estimation process. Focus on explaining 

covariance among measured items and explaining co-variation among variables measured. SEM 

also provides a statistical test for good-of-fit (GOF). Results should include a small chi square 

value and large p-value indicating no statistically significant difference between matrices to 

support the theory proposed fits reality.   
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EVALUATING SUPPLY CHAIN RELATIONSHIPS USING TRANSACTION COST THEORY 

 Abstract 

This research evaluates the role of transaction costs, governance structures and supply 

chain strategies within inter-organizational humanitarian supply chain relationships. According 

to Transaction Cost Theory (TCT), organizations need to analyze types of transactions and 

governance structures that safeguard against higher transaction costs and lead to opportunistic 

behaviors. Using TCT, the dissertation investigates the applicability of transaction costs, 

governance structures and strategies within the humanitarian context. Based on interviews with 

key informants from community-based enterprises (CBEs), the research develops a conceptual 

model on humanitarian supply chain relationships. The research finds that the conceptual model 

supports the development of inter-organizational supply chain strategies, hybrid governance 

structures and shared value that will enable long-term collaborative relationships.  

The research shows that transaction costs are evident, governance structures are needed 

and supply chain strategies should be employed in community-based supply chains (CBSCs). 

Propositions are therefore provided for further research. The paper contributes to the SCM 

literature and helps managers in varying organizations, looking to partake in humanitarian 

community-based ventures, to consider the existence of transaction costs, choice of governance 

structures and inter-organizational supply chain strategies that are needed to attain overall 

shared value.  
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 Introduction  

Over the past decade, humanitarian literature have highlighted the need for community-

based approaches to understanding humanitarian supply chain and logistics services (Kovács et 

al., 2010). Kovacs and Spen (2011b) state that community-based approaches in supply chain 

designs provide avenue to understand the social aspects of humanitarian aid services. 

Consequently, when seeking to develop community-based supply chain ventures, operational 

and LSCM strategies are critical for efficient organizational performance. Evidently, as 

humanitarian supply chains arise in impoverished communities, certain organizations pull 

together resources (economic, social and human resources) to help alleviate prevalent challenges 

within impoverished communities.  

Therefore, community-based supply chains (CBSCs) need to develop strategies that 

alleviate food insecurity in impoverished communities. Food insecurity is described as a situation 

where there is limited to no “access by all people at all times to enough food for an active, healthy 

life” (Coleman-Jensen et al., 2014). CBSCs are mostly organized by community-based enterprises 

(CBEs). CBEs are defined as enterprises created by members of the community acting corporately 

to help alleviate poverty, hunger and all other social, environmental and economic challenges 

facing the community while fostering sustainability (Peredo & Chrisman, 2006). These 

enterprises are created by a network of private corporations, government, voluntary, faith based, 

and non-profit organizations. CBEs play an important role in providing, sourcing and delivering 

products and resources to impoverished communities. Accordingly, there is a need for CBEs to 

use supply chain management (SCM) to provide this sustainable advantage using value-added 

activities in their supply chains. Therefore, the emphasis to use SCM propels these organizations 
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to rethink their strategies as well as consider the types of transactions incurred in such 

relationships.  

SCM is described as the integration, coordination, and collaboration of actions and 

processes in the movement of goods and services that add value from a point of origin to the 

ultimate end-user (Cooper et al., 1997; Ketchen & Hult, 2007; Mentzer et al., 2001; Stank, Keller, 

& Daugherty, 2001). Essential to the humanitarian context, SCM is fundamental in the creation 

of strategies that enable suppliers, donors and collectors of food products and services to 

transact, collaborate and share value within these community-based supply chains. However, 

due to high transaction costs, CBEs consider managing transactional supply chain relationships 

as compared to relational, collaborative, and long-term supply chains (Brown, 2015; Peredo & 

Chrisman, 2006; Robertson, 1996). Transactional relationships are classified as organizational 

relationships that have a short-term focus, are impersonal and are cost driven as compared to 

value driven (Coviello, Brodie, Danaher, & Johnston, 2002; Whipple, Frankel, & Anselmi, 1999). 

While relational relationships are characterized as collaborative and long term (Whipple, Lynch, 

& Nyaga, 2010), Bundunchi (2008) refers to relational relationships as involving both economic 

and social exchanges as well as having high levels of trust and commitment.  

In a majority of cases, CBEs often exhibit these transactional relationships with low levels 

of interdependence with some contractible (economic) and non-contractible (social) (Bushouse, 

2005; Enos & Morton, 2003). CBSCs can be defined as a network of suppliers/donors, distributors, 

and customers within a particular community. These community-based networks form different 

supply chain relationships in the given community and involve economic and social dimensions 

of exchanges and transaction ranging from the planning, sourcing, delivery and distribution of 
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charitable goods, services, finances/monetary donations and information flows. CBSCs are 

characterized as having active members of the community, individuals, and a mix of several 

organizations (profit, non-profit, government, and voluntary) that pull their resources to provide 

donations, services, assets, and products that are distributed to end-users in the given 

community. However, as transactions become more infrequent and short-lived, these 

organizations fail to pursue and create governance structures within their supply chain 

enterprises. Therefore, this failure becomes an incentive to act opportunistically and to exploit 

other stakeholders in the supply chain (Ganesan, 1994; Porter & Kramer, 2007). 

To curtail opportunistic situations, CBEs act independently, or form short-term 

transactional supply chains as compared to forming long-term collaborative inter-organizational 

relationships. Parkhe (1993) illustrated that perceptions of opportunistic behavior in long-term 

alliances have a negative impact on performance. True to this problem are short lived, inefficient 

ventures that have high transaction costs and face opportunism. This refrains CBSCs from 

efficiently managing and distributing available donations and resources. However, to address the 

issues of opportunism, Ouchi (1980) stresses that common values provide the possibilities of 

reducing opportunistic behavior. Dyer (2000), and Hoyt and Huq (2000) show that inter-

organizational collaboration and strategies have differing effects that can control the risks of 

opportunism. Chiles and McMackin (1996) mention that governance structures provide control 

mechanisms that protect against and discourage opportunism. The author’s state that 

opportunism often predict the choice of governance structures.  

Nonetheless, given the enormous potential in long-term collaborative efforts and shared 

value in supply chains, the options of forming relationships that involve both economic and social 
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exchanges provide resolutions for CBEs (Conning & Kevane, 2002; Lambe, Wittmann, & Spekman, 

2001; Marwell, 2004; Morgan & Hunt, 1994; Nohria & Ghoshal, 1994; Stank et al., 2001). 

Evidently, in the community-based context, efficient collaborative initiatives also call for a mix of 

contractual and non-contractual agreements (Marwell, 2004). This is usually observed in 

situations where the collaborative relationships include governance structures (Conning & 

Kevane, 2002). Previous research show that governance structures within inter-organizational 

relationships are formed to minimize transaction costs (Parkhe, 1993; Stump & Heide, 1996). 

Governance structures, with proper strategic decisions also allow for shared value in the inter-

organizational relationships. Therefore, CBEs can examine the opportunities and challenges it 

takes to deliver shared value through governance structures and achieve organizational success 

in alleviating food insecurity.  

The notion that governance structures are needed in CBEs based on available resources, 

donations, and other specific assets that form long-term strategic structures and networks is 

deliberated on. Although the reality is, governance strategies may not always be suitable for all 

organizations (Cannon, Achrol, & Gundlach, 2000; John, 1984; Rindfleisch & Heide, 1997). 

Relational norms, hybrid forms such as vertical integration, vertical coordination or plural forms 

of governance structures might not be more appropriate for CBEs and other non-profit 

structures. However, our research suggests that these organizations should portray collaborative 

networks and structures that create value in the supply chain. Value and benefits can be realized 

from supply chain strategies and governance structures that safeguard the transactional 

exchanges within these supply chains.   
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The purpose of this study is to evaluate the existence of transaction costs, governance 

structures, and strategies involved in community-based supply chain relationships using the TCT 

framework. Unfortunately, past research and theories available to practitioners offer ambiguous 

solutions confronting the application of transaction costs, and governance structures in 

community-based supply chains. How do these organizations govern and manage transactions in 

its supply chain network? Should the organization focus on its own competencies or internal 

structures without collaborating with other individuals and corporate suppliers? Should the 

company limit its organization to a small network by forming a specific governance structure, or 

should it have no governance structure at all? Additionally, what factors favor the use of these 

governance structures and supply chain strategies, and under what conditions are these 

strategies most appropriate for CBEs? To elucidate the theoretical structures available to 

academics and practitioners, this study proposes a framework for evaluating these supply chain 

transaction cost problems.  

This study uses a qualitative review on the transaction cost literature and employs 

interviews to support and build theory in the community-based context (Rao and Perry, 2003). I 

conduct unstructured and in-depth semi-structured interviews with key informants representing 

community-based organizations in the Dallas-Fort Worth area. The study examines the role of 

uncertainty, information asymmetry and asset specificity as an initiator for transaction costs, and 

need for governance structures in CBSCs.  

The paper shows that transaction costs are evident in community-based supply chain 

relationships, and can be safeguarded by forming governance structures that prove beneficial in 

gaining shared value. Propositions are provided for further research in understanding transaction 



44 

 

costs in the humanitarian aid context. The dissertation finds that it is essential for CBEs to 

minimize transaction costs that undermine shared value in the supply chain by forming strategic, 

sustainable, and collaborative relationships that are governed by hybrid structures. 

The study contributes to the humanitarian logistics and supply chain management 

literature by extending the transaction cost theories and insights, specifically in the community-

based context. The findings support the concept of transaction costs and governance structures 

in humanitarian and community-based supply chains. The research helps managers in varying 

organizations, looking to partake in corporate social responsible behaviors and community-based 

ventures know how to deal with collaborating strategies and type of agreements that are needed 

to attain overall shared value.  

In the sections that follow, TCT is outlined, next, governance structures and designs that 

may be applicable to the community-based context are described. Supply chain and collaboration 

strategies needed in the community-based context are identified. Then, the concept of the value-

adding supply chains is discussed. Finally, by highlighting transactions costs within CBEs, the 

dissertation explores how these different types of transactions cost impact shared value within 

the supply chain. The research findings afford important implications for researchers and 

practitioners that seek to understand and utilize supply chain management in the humanitarian 

and community-based context.  

 Theoretical Background  

Research suggests that collaborative relationships provide more benefits than 

transactional relationships (Bunduchi, 2008; Claro & Claro, 2010; Coviello et al., 2002; Daugherty 
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et al., 2006; Ganesan, 1994; Whipple et al., 2010; Zhou, Zhang, Zhuang, & Zhou, 2015). 

Collaborative relationships involve both economic and social exchanges such as 

interdependence, closeness and trust. Dyer and Singh (1998) suggest that inter-organizational 

collaboration enables value creation through use of complementary resources and capabilities. 

In this article, an argument is made from the transaction cost perspective, that as opposed to 

organizations incurring high transactions costs by forming transactional relationships in the 

absence of governance structures, long-term collaborative supply chain relationships have more 

rewards over short-term transactional agreements. Unfortunately, when transaction costs of 

running community-based systems are taken into account, the advantages of long-term 

agreements are not so marked and short-term transactional relationships may be the preferred 

form of supply chain relationships (Cannon et al., 2000). This study refers to attributes of TCT as 

well as the use of governance structures within CBSCs. An investigation on how community-based 

enterprises actualize value in their supply chains based on governance structures is made.  

Due to high transaction costs experienced in CBSCs that have a goal to alleviate increasing 

food insecurity in impoverished communities, these organizations are propelled to form 

transactional relationships that are immediate and short-lived. Bunduchi (2008), and Coviello, 

Brodie, Danather, and Johnston (2002) provide that transactional inter-organizational 

relationships are more impersonal, discrete, and are also recurrent. Additionally, Bunduchi 

(2008) suggests that transactional relationships are characterized as economic exchanges 

compared to collaborative, relational relationships. By experiencing high transactions costs, 

these types of transactional relationships are preferred and thought of as being critical in meeting 

the organization’s goal (Brown, 2015; Bunduchi, 2008). In the next section, the theoretical 
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implications of TCT is described and there is a discussion on how these social enterprises facilitate 

their supply chains, incur transaction costs, and need governance structures and strategies to 

achieve value in the supply chain. An investigation using semi-structured interviews elucidates 

how these organizations can form collaborative long-term relationships.   

In this study, to understand the humanitarian supply chain relationships in the 

community-based context, more emphasis is placed on uncertainty, asset specificity, and 

information asymmetry as key attributes of TCT, that lead to opportunism. TCT provides 

theoretical foundations in understanding organizational transactions and determining the 

appropriate governance structure for many context, such as for profit, non-profit, humanitarian, 

social organizations and CBEs. Kogut (1988) provided a summary of reasons why inter-

organizational relationships exist: strategic, learning, and transaction cost explanations. 

Therefore, since functional supply chains in the community-based context can be considered as 

some form of transactional relationships, TCT is a viable theory used to explain what is needed 

in forming strategic relationships.  

3.3.1 Transaction Cost Theory (TCT) 

Researchers have relied on TCT to explain transactions, value, and governance structures 

as safeguarding mechanisms to reduce transaction costs within organizations (Handley & Benton, 

2012; Hobbs, 1996; Rindfleisch & Heide, 1997).  TCT has been used to analyze many strategic 

issues in commercial, humanitarian and non-profit organizations. However, TCT has not been 

without contention. Arguments ensue that TCT focuses on market failures compared to market 

success in for profit organizations (Ghoshal & Moran, 1996; Madhok, 2002). Veltheim and Kijazi 

(2002) stressed that TCT is mostly used in resolving situations where involved parties have 
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conflicts of interests in their explanations of boundaries. Benham and Benham (2000) suggest 

different factors that make empirical measurement of transaction costs difficult for researchers: 

the lack of clarity of transaction costs definitions; varying types transactions that take place when 

transaction costs is high; difficulties in separating production costs from transaction costs; and 

varying measures on individuals and groups. Zajac and Olsen (1993) propose that researchers 

should instead use the transactional value approach which is different from the transactional 

cost framework to provide solutions. Zajac and Olsen further state why TCT may not be 

emphasized in relevant issues.  

Consequently, these criticisms highlight reasons to why TCT is rarely used outside of the 

traditional economic institutions and organizations (Hobbs, 1996; Meshack, Ahdikari, Doggart, & 

Lovett, 2006; Valentinov, 2008; Wallis & Dollery, 2005; Wallis, Dollery, & Mun, 2002). 

Gronovetter (1985) proposed the problem of embeddedness when taking into consideration 

social dimensions of transactions compared to economic view. Embeddedness is described as the 

degree to which an economic activity is constrained by non-economic institutions. The 

embeddedness argument focusses on personal relations and structures (networks) that 

discourage malfeasance and increase trust (Granovetter, 1985; Uzzi, 1996). Accordingly, Larson 

(1992)  also proposes that the social dimensions of the transactions are also central in explaining 

control and coordination in the exchange structures.  

Despite these criticisms, TCT and other economic theories are relevant in the social and 

not-for-profit settings. True to the community-based context, TCT provides useful tools for 

understanding transactions and transaction costs within CBSCs (Adhikari & Lovett, 2006; 

Meshack et al., 2006; Skutsch, 2005). Williamson (1979)  defined transactions as a process where 
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there is a transfer of goods or services across different interfaces. Transaction costs are simply 

the costs associated with incurring certain transactions. TCT claims that transaction costs are a 

major concern when an organization chooses the type of transactions that will occur. Holloway, 

Nicholson, Delgado, Staal, and Ehui (2000) explain transaction costs as costs incurred in the 

search for exchange partners (or group), screening potential, bargaining with, transferring of 

products, and monitoring agreements with partners while enforcing exchange agreements. 

Transaction costs are incurred in CBEs transactions within and outside the organizations.  

TCT further recognizes that organizations perform a variety of transactions. The theory 

also examines the appropriate governance structures needed to conduct varying transactions in 

the organization. Hobbs (1996) states that the type of transactions impact the choice of 

governance structures. Transactions performed within the organization are governed by as 

hierarchies’ structures. Transactions outside the firm are characterized as a market governance 

structure, and transactions done jointly by hierarchies and market structures are classified as 

hybrid governance structures (Williamson, 1991). The premise of TCT is that transactions can be 

performed within the firm, outside the firm, or jointly within and outside the firm. These 

transactions determine the collaboration, coordination, or governance structures that should be 

utilized in an effort to minimize transaction costs. Therefore, several governance structures may 

be appropriate for varying organizations.  

There are key concepts that are emphasized in the transaction cost framework which include: 

asset specificity, uncertainty surrounding the transaction, frequency of the transaction, 

opportunism, bounded rationality, and informational asymmetry (Hobbs, 1996; Rindfleisch & 

Heide, 1997). Asset specificity highlights situations where an asset is dedicated to a specific 
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transaction (Williamson, 1981), which impacts the choice of governance to be employed (Hobbs, 

1996). Williamson (1991) highlight six main types of asset specificity: site assets, physical asset, 

human asset, dedicated assets, temporal asset and brand name asset. Asset specificity incur costs 

when the other party exhibits opportunistic behavior. To minimize opportunistic behavior, 

transaction cost analysis predict the need for contracts, more specifically relational contracting.  

Relational contracting is shown to involve some complexity, long-term social exchanges between 

parties, trust, and commitment to specific partners (Carson, Madhok, & Wu, 2006; Heide, 1994; 

Macaulay, 1963; Macneil, 1980; Williamson, 1981). 

Uncertainty has been theorized in the TCT literature to include both environmental and 

behavioral uncertainty. Grover and Malhotra (2003) refer to uncertainty as unanticipated 

changes in transactions. Uncertainty is associated with the costs of unexpected outcomes in 

transactions. Liang and Huang (1998) state that higher levels of uncertainty generally implies 

higher transaction costs. Pemer, Werr, and Bianchi (2014) suggests that uncertainty is related to 

direct transaction costs making governance expensive.  Williamson (Williamson, 1985) divides 

uncertainty into two main types: behavioral uncertainties and environmental uncertainties. 

Behavioral uncertainty is related to problems with information asymmetry and performance 

evaluation (Grover & Malhotra, 2003), while environmental uncertainty reflects problems that 

capture external environmental, technology, and complex situations (Rindfleisch & Heide, 1997).  

Frequency of the transaction is another attribute of TCT as presented by Williamson (1981). 

Williamson (1979) also notes that frequency as an attribute of transactions is also the least 

probable cause of contractual agreements. Rindfleisch and Heide (1997) state that the frequency 

attribute has received limited attention in transaction cost literature. Williamson (1981) suggests 
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that higher levels of frequency increases reasons to employ governance structures. In this 

context, although significant to define transactions within CBSCs, this study puts more focus on 

other attributes of TCT.  

Opportunism and bound rationality are known to be key assumptions in human behavior with 

relation to TCT (Grover & Malhotra, 2003; Rindfleisch & Heide, 1997). Opportunism is defined as 

self-seeking behavior with guile (Williamson, 1979).  Williamson describes opportunism as 

behaviors that include forms of deception, cheating and lying with guile. Wathne and Heide 

(2000) present a conceptual framework that manages the different types of opportunism. The 

authors’ stress that the notion of opportunism is still without resolved questions, nonetheless, 

the authors describe two main forms of opportunism; active and passive. Seggie, Griffith and Jap 

(2013) also present empirical research on these forms of opportunism. Active opportunism is 

described in situations where self-interest behaviors violate certain explicit or implicit restrictions 

in the relationship (Seggie et al., 2013; Wathne & Heide, 2000). Wathne and Heide (2000) 

conceptualize active opportunism to include lying, breaching, making false accusations, 

exaggerating difficulties, altering facts in formal or informal agreements, and using unexpected 

events to extract concessions from partners (Achrol & Gundlach, 1999; Anderson, 1988; Jap & 

Anderson, 2003; John, 1984; Lee, 1998; Rokkan, Heide, & Wathne, 2003). Passive opportunism 

occurs when the organization avoids obligations for selfish reasons (Anderson, 1988; Dahlstrom 

& Nygaard, 1999; Jap & Anderson, 2003; John, 1984; Lee, 1998; Wathne & Heide, 2000). Wathne 

and Heide also conceptualize passive opportunism as behaviors done by shirking, or avoiding 

obligations, inflexibility and refusing to adapt.  



51 

 

Bounded Rationality is defined as the limited rationality of decision makers (Rindfleisch & 

Heide, 1997; Williamson, 1981). According to TCT, bounded rationality involves situations where 

decision makers are bound to act rationally especially when there is uncertainty and information 

asymmetry. Ouchi (1980) states that when uncertain and complex situations occur bounded 

rationality is considered. However, complete and comprehensive contracts are emphasized to 

curtail limited behavior (Williamson, 1998). Bounded rationality exists in situations where there 

are incomplete contracts due to irrational behavior through errors or omission. In irrational 

situations, trust is said to play a motivating factor in the inter-organizational relationships (Ouchi, 

1980).  Trust is defined as the belief that a partner organization will act as promised and will 

produce desired outcomes (Anderson & Narus, 1990). Anderson and Narus (1990) suggest that 

the belief that the company will perform as promised, leads to more trusting responses that 

maintains the relationship.    

Lastly, Information asymmetry is central to TCT. Informational asymmetry refers to the 

processing of full or imperfect information in the transaction exchanges. Information asymmetry 

is also known as adverse selection.  Akerlof (1970) refers to problems of information asymmetry 

where there is an inability to know the true characteristics of an exchange as adverse selection.  

Rindfleisch and Heide (1997) mention that adverse selection is mostly used with agency theory 

and forms of information asymmetry result in direct transaction costs between exchange 

partners. Heide (2003) also suggests that information asymmetry is also termed moral hazard 

which is actual cheating. The theory of transaction costs recognizes that opportunism results 

from the possibility that a party in an exchange will abuse their information advantage during the 

relationship.  
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3.3.2 Governance Structures 

The following discussion facilitates the need for governance structures in community-

based supply chain operations.  TCT is useful in analyzing what governance structures are 

appropriate for the organizations’ transaction strategies (Williamson, 1981; Zhang, 2006). TCT 

also affords that specific transactions describe what types of governance structures should be 

utilized for that set of transaction. TCT argues that a choice of governance structure is determined 

by what major concerns are observed internally in the organization and in the external market 

(Liang & Huang, 1998; Paswan, Guzmán, & Blankson, 2012; Williamson, 1981). Williamson 

(2008b) describes governance structures as discrete structural outlets that have unique strengths 

and weaknesses in autonomous and coordinated exchanges. Williamson (1981, 2002) also 

stresses that the types of transaction costs incurred also determine what type of governance 

structure should be selected 

Transaction costs attributes that are found in the organization influence governance 

choice. Whipple, Frankel and Anselmi (1999) reveal in their research how transaction costs affect 

governance decisions. Williamson (1985) states that transaction costs are economized by 

assigning transactions costs attributes to governance structures. Rindfleisch and Heide (1997) 

suggest that the attribute of uncertainties address the need for relational, trust-based 

governance forms. Roehrich and Lewis (2010) surmise that, considering opportunism, 

organizations are able to minimize transaction costs by forming governance structures. Teng and 

Das (2008) suggest that governance structures are desirable in joint ventures and essential for 

reducing opportunism, reduce transaction costs as well as increase knowledge transfer and 

learning. Varousta and Scapens (2015) assert that for the governance choice of inter-
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organizational relationships broader governance structures are likely to provide more sufficient 

control mechanisms. Therefore, this study suggests that CBEs should select the governance 

structure offering the greatest shared value in the community-based collaboration process while 

reducing transaction costs of uncertainty, information asymmetry, and asset specificity that leads 

to opportunism.  

Governance structures provide control mechanisms that safeguard against opportunism, 

protect shareholders interests, and project perceptions of shared benefits within inter-

organizational exchange relationships. The purpose of control mechanisms is to minimize 

transaction costs and protect against risks of opportunistic behaviors (Dyer, 1997). Conversely, 

varying literature provide definitions and dimensions for governance structures. In SCM arena, a 

mixture of governance structures favor effectiveness and value in the supply chain. 

 Williamson (2008b) classified governance structures into hierarchy, market, and hybrid 

structures. Hierarchies are said to involve transactions performed within the organization and 

relies on administrative controls to monitor and enforce exchanges (Williamson, 1991). Larson 

(1992) states that hierarchical structures rely heavily on administrative control while market 

structures rely on price and discrete exchanges for control. Williamson (1991) describes markets 

structures as polar opposites of hierarchies. Market structures define supply chain relationships 

that rely on price mechanisms for coordination. Market structures emphasize transactions that 

are done outside the firm, and are influenced by supply and demand (Adler, 2001; Williamson, 

1991, 2008a). Adler (2001) mentions that market structures are different from hierarchies, but 

may still rely on trust and authority for governing competing suppliers.  
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Hybrid governance structures are classified as transactions done jointly by hierarchies and 

market structures (Williamson, 1991). Hybrids are intermediate forms between market and 

hierarchy. Williamson (1991) describe hybrid structures as having various forms of semi or long-

term contracting, intermediate administrative control, franchising, and other attributes that fall 

between market and hierarchies. Hybrids are also referred to as vertical integration that can be 

achieved without ownership (Chiles & McMackin, 1996; Grover & Malhotra, 2003; Heide, 1994; 

Whipple et al., 1999; Williamson, 2008a). 

Vertical integration as a hybrid mechanism, arises from the desirability to eliminate costly 

bargaining efforts over attaining profits (Balakrishnan & Wernerfelt, 1986). Whipple, Frankel and 

Anselmi (1999) suggest that vertical integration offers incentives to reduce the chance of 

opportunism. Williamson (1991) refers to vertical integration as a means of last resort when 

markets and hierarchies mechanisms fail to govern transaction. Rindfleisch and Heide (1997) 

suggests that vertical integration decisions can involve, make or buy decisions, foreign market 

entry ventures, forward integration,  and backward integration decisions. More importantly, 

Rindfleisch and Heide (1997) proposes that vertical inter-organizational relationships that are 

characterized in hybrid exchanges address ownership problems. The authors mention that 

vertical inter-organizational relationships also explores the use of contractual arrangements in 

hybrid structures. 

(Williamson, 2008b) states that hybrid transactions and/or vertical integration are 

relevant to the SCM arena. Hybrid governance structures which are a mix between markets and 

hierarchies have been studied in supply chains and suggested to provide coordination benefits 

and long-term recurrent relationships (Whipple et al., 1999; Williamson, 2008b). These forms of 
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governance structures provide safeguard mechanisms due to monitoring and reducing 

opportunism in relational exchanges. However, Balakrishan and Wernerfelt (1986) suggests that 

vertical integration may be less desirable in exchanges that involve many participants and have 

frequent technical change. 

Therefore, a variety of research have investigated different control mechanisms that exist 

in governance structures. Research have shown that there are limitations of both hybrids, 

markets and hierarchical structures in capturing relational and social dimensions of transactions 

(Adler, 2001; Capaldo, 2014; Jones et al., 1997; Larson, 1992; Parker, 2007; Powell, 1990). Powell 

(1990) presented research that contrasted market and hierarchical governance structures. The 

author states that neither market nor hierarchies are sufficient in providing control mechanisms, 

however network forms of organizations are a preferred safeguard for social structures. Powell 

argues that the social dimension of exchange are more dependent on relationships, mutual 

interests and reputation and suggested that social contexts should be guided by network forms 

of governance. Capturing the complex nature of relationships, network governance is said to be 

lighter than hierarchies in administrative authorization and not as explicit and discrete as market 

structures. Network governance is said to have indefinite, sequential transaction that involve 

multiple partners, and guided by formal rules. Powell (1990) stresses that within network 

structures there are given attributes that exists such as flexible knowledge and skills, demand for 

speed in innovation, collaboration, and trust. These attributes of network structures discourage 

forms of opportunistic actions.  

Network governance are also introduced as a governance form for select and structured 

set of autonomous organizations (Capaldo, 2014; Jones et al., 1997; Parker, 2007). Jones, Hesterly 
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and Borgatti (1997) suggests that network governance reduces transaction costs, and 

opportunism. The authors state that network governance is a distinct form of coordinating 

economic activity that is different from markets and hierarchies. The authors also state that the 

network structure includes creating products and services through implicit and open-ended 

contracts. Network governance structures are said to reduce opportunism, reduce transaction 

costs as well as provide social mechanism for better information sharing and collaboration 

(Capaldo, 2014; Jones et al., 1997; Larson, 1992). Larson (1992) also mentions that network 

structures provide control and social mechanisms for entrepreneurial settings.  

Apart from social mechanism, Liu, Luo, and Liu (2009) build a theoretical model that shows 

transactional and relational mechanisms to reduce opportunism and increase relationship 

performance. The authors state that transactional and relational mechanisms, when used 

together, actualize greater benefits than if used independently. Transactional mechanisms are 

formal contracts and bilateral transaction-specific investments that safeguard against asset 

specificity, and hinder opportunism. Relational mechanisms include forms of trust, participation, 

shared norms and values, and information sharing that safeguard against opportunism, 

uncertainty and information asymmetry (Liu et al., 2009).  

Paswan, Guzman, and Blankson (2012) suggest marketing channel governance to include 

centralization, formalization and participation. Centralization involves vertical control in decision 

making authority (Heide & John, 1990). Formalization refers to control employed by 

bureaucracies, codified body of rules, and standard procedures (John, 1984; Pemer et al., 2014). 

Paswan et al. (2012) state that participation is observed in situations where trust enables all 

parties to contribute in the exchange. Heide and John (1990) present another definition of 
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governance to include unilateral and bilateral governance mechanism. The authors’ state that 

bilateral (hybrid) governance safeguard against specific asset and uncertainty. Using empirical 

testing, both bilateral (hybrid) and unilateral governance were shown to favor long-term 

incentive systems and offer monitoring mechanisms in the organization (Heide, 1994).  

Another body of researchers suggest that control mechanisms also take the form of legal 

contracts, and other formal or informal agreements that form safeguards for the organization 

(Heide, 1994; Ouchi, 1980; Williamson, 2002; Yang, Su, & Fam, 2012). Contracts are seen as 

formal agreements that safeguard relationships, reduce opportunism, uncertainty and service 

costs (Williamson, 2002). Cachon (2003) shows that contracts, creates incentives for the 

organization to protect against conflicts in the supply chain. Yang, Su and Fam (2012)  state that 

organizations use governance strategies to gain legitimacy through contracts. The authors argue 

that governance solutions address issues of efficiency and legitimacy through contracts. A legal 

contract is used to detail the responsibilities of each party in the agreement (Macneil, 1980). 

Research also show that contracting allows an organization to examine keys factors: whether to 

"make or buy" (in the context of CBE to perform or outsource), what vendors to select, and what 

monitoring tools to use in the execution of the contracts (Williamson, 2002).  

Relational contracting is also introduced in the context of having safeguarding 

mechanisms in the form of economic and social transactions (Carson et al., 2006; Heide, 1994; 

Macaulay, 1963; Macneil, 1980). Relational contracting is also known to safeguard against 

opportunism (Carson et al., 2001). Other conditions that safeguard transactions can be identified 

as relational norms, trust and informal exchanges that allow the transfer of knowledge, and 

access to information (Bien, Ben, & Wang, 2014; Chiles & McMackin, 1996; Jarillo, 1988; Macneil, 
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1980). Bien, Ben and Wang (2014) also show that informal exchanges and trust to influence 

shared values. Chiles and McMackin (1996) define trust as the exception that an exchange party 

will not be opportunistic in short-term ventures or long-term uncertainty.  

Research also show that plural forms of governance may be attributed to the types of 

transactions and situations observed when there are two or more forms of structures (Bradach, 

1997; Heide, 2003). Cannon, Achrol and Gundlach (2000) argue that plural forms of governance 

involve contractual and relational norms. The authors state that this form of governance is a 

mixture of legal and social mechanisms. Heide (2003) suggests that plural forms combine market 

contracting and vertical integration into one structure. Other authors use plural forms to describe 

franchise agreements with two or more structures (Dant & Kaufmann, 2003). The mix of forms 

of governance provide benefits (Bradach, 1997; Perrigot, Cliquet, & Piot-Lepetit, 2009). Heide 

(2003) using empirical research states that plural forms of governance resolve issues of 

information asymmetry, uncertainty and opportunism as well as provide strategic implications 

for the organization. 

Therefore, the literature review stipulates that the selection of governance structures in 

the organization influences the exchanges between parties and also enhances value in the inter-

organizational relationships (Williamson, 2002, 2008b; Zajac & Olsen, 1993). Williamson (2002) 

states that governance structures provide long-term features, also known as value-preserving 

governance structures, mitigate conflict and realize mutual gain. Williamson (2008a, 2008b) 

defines governance structures as attributes of the organization that enable differentiation in 

discrete structural ways. Markedly, the choice of governance structure not only influences 

incentives for inter-organizational exchanges but also promotes value creation initiatives.  
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CBSCs involve a plethora of individual, corporate, government, political and network 

transactions. Some of which are governed by detailed (Froelich, 1999), individual contractible 

and non-contractible donations (Austin et al., 2006; Hensher & Stanley, 2008), relational 

contracting (Macaulay, 1963), trust, norms and values (Peredo & Chrisman, 2006), and social 

transactions, social groups and network governance (Jones et al., 1997).  Therefore, I contend 

that since market structures alone are an inadequate governance structure in the appearance of 

transactional uncertainty, assets specificity and information asymmetry in community-based 

ventures, then other structures that capture relationships outside the supply chain relationship 

beyond hierarchies and hybrid are warranted. Especially structures that must consider 

mechanisms that go beyond the use of only contracts, but rather deal with trust, commitments, 

relational norms and social norms.  

By the select structure, hybrid and network governance in CBSCs can devise appropriate 

strategies for all varying transactions, market and non-market transactions in the supply chain. 

Transactions such as revenue sourcing, collection costs, and other important activities that will 

not disrupt charitable and economic activities should be considered. In hybrid and network 

structures, it is important for collaboration efforts to be designed in such a way to encourage 

local participation in the community and gain greater control over transactions in the collection, 

donation and distribution processes. I therefore, argue that hybrid and network governance 

structures should be considered in CBSCs. 

3.3.3 Inter-organizational Supply Chain Strategy  

This study has important implications for suggesting inter-organizational supply chain 

strategies that enable CBEs to deploy SCM into their operations. Zajac and Olsen (1993) mention 
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that inter-organizational strategies are formed when two or more organizations seeking to create 

and sustain a relationship, employ strategies that enable specific arrangements that satisfy all 

parties and are valuable to all parties into the relationship. Strategies are defined as mechanisms 

used to manage decision making with regards to the organization’s structure and infrastructures 

Felea and Albastroiu (2012) describe strategies as (1) long-term means for achieving a specific 

set of transactions, (2) providing guidance on how to reach specific goals, and (3) selecting the 

right people that will ensure reaching these objectives with future implications. Thus, as 

organizations face strategic issues in the sourcing, delivering, and distribution of services and 

products within impoverished communities, this study suggests that CBEs should consider 

strategies that increase value in the supply chain.  

Supply chain strategies require a supply chain focus, integration of business processes 

such as procurement, sourcing, distribution and logistics, and provide optimum value to end-

consumers (Green Jr, Whitten, & Inman, 2008). Supply chain strategies such as collaboration, 

information sharing, efficiency, transfer of assets, quality expectations, risk hedging, demand and 

supply uncertainties, use of limited resources, and value adding activities are important to 

strategic decision makers (Chen, 2003; Claro & Claro, 2010; De Kok & Graves, 2003; Green Jr et 

al., 2008; Ho, Au, & Newton, 2002; Lee, 2002; Mentzer et al., 2001; Varoutsa & Scapens, 2015). 

Lee (2002)  also proposes four types of supply chains strategies that value chains should employ: 

Efficient, risk-hedging, responsive and agile supply chains.  Efficient supply chains create the 

highest cost efficiencies in the supply chain, eliminate non-value-added activities, pursue large 

economies of scale, and achieve high capacity utilization. Risk-hedging supply chains pool and 

share resources and risks. Responsive strategies that are flexible to changes and diverse needs of 
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customers. And, agile strategies that are both responsive and flexible to customer needs, 

considers risks and supply chain disruptions, and employs hedging of pooled inventory or other 

capacity resources. Importantly, Lee also suggests that all supply chains strategies should utilize 

information sharing systems, mostly using the internet, to reduce risks and achieve value in the 

supply chain.  

Supply chain strategies not only allows for a responsive, risk hedging, flexibility and flow 

of information, but also facilitates collaboration within the supply chain. Horvath (2001) states 

that the strategic supply chain demands collaboration and information sharing. Sahay (2003) 

suggests collaboration lowers costs, allows for responsiveness and leverages core competencies. 

The authors also emphasize the need for trust, commitment and information sharing. I therefore 

stipulate that supply chain strategies should enable information sharing, and collaboration 

strategies in the supply chain relationship. By using strategies, organizations not only emphasize 

what type of governance structure should be selected but also, considering transactions costs 

that are incurred, enhance value throughout the supply chain. Claro and Claro (2010) allude that 

collaborative supply chain relationships require safeguarding and coordinating mechanisms that 

enhance better information sharing. Green Jr, Whitten, and Inman (2008) suggest that through 

the implementation of strategies, inter-organizational relationships can develop trust among 

supply chain parties. Lee (2002) asserts that adapting to specific consumer needs, supply chain 

strategies reduce demand and supply uncertainties. Therefore I contend that through supply 

chain strategies, the community-based humanitarian supply chain can be influenced. 

Past research also show that there is a relation between strategy and structure. Paswan 

et al. (2012) in their empirical study suggest that strategy influences governance in marketing 
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channels. The notion of influence strategies also show how strategies influence structure.  Boyle, 

Dwyer, Robicheaux, and Simpson (1992) show how measures of strategies affect the choice of 

governance structures. The authors introduce the term influence strategies as the structure and 

content of communications that is used to change behaviors in supply channels. Consequently, 

inter-organizational strategies that are constrained by choice of governance structures often lead 

to isolation in the supply chain, and increase transaction costs.  

It is noted that, constrained supply chain strategies often lead to lack of trust, loss of 

control, misaligned goals and objectives, poor information systems, short-term as opposed to 

long-term focus, and supply chain complexity issues (Barratt, 2004; Moberg, Cutler, Gross, & 

Speh, 2002). Barratt (2004) also stress that other barriers can include functional silos, lack of 

process visibility, and information asymmetry. Therefore, I argue that strategies influence 

governance structures, transaction costs and value sharing in inter-organizational humanitarian 

supply chain relationships.  

3.3.4 Value (Shared Value) in Community-Based Supply Chains 

Value-creating transactions take place in the interaction and exchange activities between 

all parties in the supply chain, from end-consumers, suppliers, and service providers (Lusch & 

Vargo, 2006). Although, value in the community-based context is likely to be more difficult to 

assess the different types of inter-organizational relationships, research shows that the potential 

to create shared value is still imperative for social and economic initiatives within communities 

(Nohria & Ghoshal, 1994). Inter-organizational relationships are described as joint ventures 

created to reduce the costs of opportunism (Barringer & Harrison, 2000). Value in joint ventures 

are created by combing resources and through knowledge sharing. 
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 Value is also studied in the renown of transaction value (Zajac & Olsen, 1993) and 

governance value (Ghosh & John, 1999). Unfortunately, TCT may not be able to provide 

fundamental basis for value in the supply chain, however, Zajac and Olsen (1993) propose that 

beyond transaction costs, a transactional value framework can also be used to examine inter-

organizational strategies. Zajac and Olsen propose that transactional value comprises of joint 

value maximization and the processes that create and claim value. The authors suggest that 

researchers should analyze joint value, and shared benefits as well as transaction cost issues. 

Dyer (1997) suggests that beyond minimizing transaction costs, governance structures 

can also influence transactional value. Ghosh and John (1999) propose governance value analysis 

and state that value maximization is important in the transaction cost framework. Bien et al. 

(2014) in their empirical study on trust, show that governance structures is related to value in 

the inter-organizational relationship. Consequently, the incentives to minimize transaction costs 

by forming appropriate governance structures and utilization of supply chain strategies will 

enable organizations to achieve value. 

 Governance structures play an important role in offering value. Liu et al. (2009) state that 

the choice of relational mechanisms within governance structures promotes value-creating 

activities, especially when used within transaction specific investments. Powell (1987) suggests 

that the choice of governance structures provides more than minimizing transaction costs but 

entails other benefits. Similarly, Zajac and Olsen (1993) support that value requires the use of 

governance structures in the organizations. Therefore CBEs need to be cognizant of the 

transaction costs trade-offs in their organizations as well as strategically designing governance 

structures that will provide long run benefits. Governance structures assist organizations in 
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forming long lasting relationships with other organizations as well as monitor transaction costs 

in the supply chain relationships. More generally, the transactional and governance value 

perspective offers input into this study’s conceptual model. Using these frameworks from past 

research, there is an understanding on how transactions costs and governance structures 

influence value within community-based supply chains.  

In addition, research shows that organizations share value not only through structures, 

but also via collaboration strategies in the supply chain. Zajac and Olsen (1993) propose that 

governance forms using the transactional value approach should not only be addressed in the 

inter-organizational relationship, but also strategies used by exchange partners. Dyer and Singh 

(1998) suggest that value creation is achieved through inter-organizational collaboration using 

complementary resources and capabilities. Horvath (2001) stress that collaboration is 

fundamental to value creation in the supply chain. Sahay (2003) presents a customer-supplier 

collaboration framework that shows value provisions.  

Other researchers also show how information sharing in the supply chain provides value 

(Cachon & Fisher, 2000; Lee, So, & Tang, 2000). Past research emphasize the need for trust, 

commitment and information sharing in the supply chain. McLaren, Head and Yuan (2002) justify 

higher collaborative efforts in the supply chain coupled with the use of information sharing 

systems to reduce lead times and excess inventory to increase value. Simatupang and Sridharan 

(2005) define supply chain collaboration as two or more supply chain members creating a 

competitive advantage through information sharing, joint decisions and sharing benefits. Lee, So, 

and Tang (2000) provide quantifiable results to show the shared benefits of information sharing 

in the supply chain through costs and inventory reduction.  
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Previous studies suggest that the increase of accessible and available information in inter-

organizational supply chains leads to reduced transactions costs such as information asymmetry. 

Robertson (1996) emphasizes that transaction costs arising from information asymmetries, tends 

to reduce the desire to form collaborative relationships, increase governance costs and increase 

barriers to efficiency in the supply chain network. Robertson also highlights that distribution and 

transportation efficiencies are hampered by information asymmetry. Conning and Kevane (2002) 

suggest that information sharing reduces administration costs that relies on screening and 

monitoring programs. Hence, the free flow of full information shared in the supply chain adds 

value. 

Past research, also show that supply chains require the flow of information for efficient 

operations (Frank & Salkever, 1994; Gunasekaran, Patel, & Tirtiroglu, 2001; Pierce & Delbecq, 

1977). Gunasekaran, Patel, and Tirtioglu (2001) suggest that like all other activities in the supply 

chain, the delivery of goods and services relies heavily on the quality of information exchanged.  

Lamming, Caldwell, Harrison, and Phillips (2001) state that the provision of two-way information 

sharing in the pursuit of value creation increases the quality of information between suppliers in 

the supply network. Furthermore, Lamming, et al., (2001) stresses that the two-way provision of 

information is “transparency”. In the context of community-based supply chains, I emphasize on 

transparencies in the supply chain. Lamming et al., (2001) stress that transparency in the supply 

chain has fundamental value. Research show that visible and transparent networks are desirable 

(Hart, 1995), enables management in their decision making strategies (Bastian & Zentes, 2013) 

and allows for better supply chain management (Barratt, 2004). 
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Cooper, Lambert, and Pagh (1997) define supply chain management as “the integration 

of business processes from end user through original suppliers that provides products, services 

and information that add value for customers. Ho, Au, and Newton (2002) conceptualize SCM to 

have three core elements: Value creation, business process integration and collaboration. Power, 

Sohal, and Rahman (2001) suggest that supply chain best practices can be employed in the supply 

chain networks by connecting customers, suppliers, and value adding activities. Ketchen Hult 

(2007) suggest that the value of supply chain management is reflected in how firms take 

advantage of using strategies to gain competitive advantages. Research show the relationship 

between management and supply chain strategy to maximize value. Green Jr et al. (2008) 

provides that logistics and supply chain management create and delivers value in the supply 

chain. Porter (1996) presented a strategy model that established that value is created by 

strategies of positioning and operational effectiveness in the organization. 

Additionally, by combining supply chain strategies, organizational members are quick to 

match product and service characteristics, reduce uncertainties and meet demand (Christopher 

& Towill, 2002; Cooper et al., 1997; Power et al., 2001). Supply chain strategies help the 

organization decide what partners to select, types of resources to allocate, processes to perform, 

and proper location planning. Other strategic decisions made by companies that use supply chain 

strategies include capacity planning, warehouse facilities, preferred modes of transportation, and 

types of information system to be utilized. Supply chain strategies are important providers of 

value in any organization that uses strategic planning process. Therefore, when proper inter-

organizational supply chain strategies are designed, informally or formally, value is achieved in 

the supply chain (Zajac & Olsen, 1993).  
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Another alternate resolution to the transactional problems within inter-organizational 

relationships is the creation of shared value in organizations. This is observed when the 

organization is seen as a social system that contributes to other members of the society (Parsons, 

1956). Although most organizations seldom consider value from the societal perspective of doing 

business, shared value can still support propositions for value in both economic and social 

developments (Porter & Kramer, 2011). Shared value opportunities may differ by industry, 

organizations, and locations. However, depending on how an organizations’ strategy intersects 

with solving social issues, research shows that the notion of shared value can be developed from 

economic to societal theories (Porter & Kramer, 2011; Vargo et al., 2008).  Kemmis (1995) refers 

to the common ground of shared values as the community consensus to building joint learning 

processes in the local community. Parsons (1956) suggest that shared value in a social system 

guarantees an interdependence within the system, while achieving individual benefits. Nohria 

and Ghoshal (1994) propose that shared value arises in situations where socializing 

organizational members have common values and goals that can minimize differences and 

enhance mutual interdependence.  

Shared value as a concept has both strengths and weaknesses in determining inter-

organizational success (Crane, Palazzo, Spence, & Matten, 2014). However, Speer and Hughey 

(1995) claim that shared values based on inter-organizational relationships produce more 

sustainable than emotional reaction to community issues. McDonald and Gandz (1993) suggest 

dimensions of shared value that is applied to inter-organizational forms of doing business: (1) 

Relationship-oriented organizations that emphasize the rewards of shared values through broad-

mindedness, consideration, cooperation, and social equality. (2) Change-oriented organizations 
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that accentuate values through adaptability, autonomy, creativity, (3) the task-oriented 

organizations that show values of aggressiveness, diligence, and initiative, and lastly (4) 

organizations that are mainly interested in maintaining the status quo through values of 

cautiousness, economy, formality, logic, obedience, and orderliness. Through shared values, 

different and conflicting interests among the members of supply chains are minimized and 

common goals and norms are enhanced in the relationships (Nohria & Ghoshal, 1994). Ouchi 

(1980) suggests that the idea of shared values on the basis of forming inter-organizational and 

collaborative relationships, as common values and beliefs that provide a congruence of interests 

that hinder opportunistic behavior.  

 Methodology  

For this study, I investigate the transactions costs experienced in CBEs by employing 

convergent interviewing, case studies, focus groups and a series of unstructured and semi-

structured interviews with key representatives of eight different CBEs located in Dallas Fort-

Worth areas. It is also noted that one of the eight organizations has five locations in the United 

States, four in the DFW area and one in Arizona. The key respondents were beneficial because of 

their understanding of the entire decision making process in forming supply chain relationships. 

All organizations had past and present experiences working with different donors, suppliers and 

volunteers within impoverished communities. I interviewed nine directors individually; however, 

interviews were also conducted in focus groups and conference meetings. Participants were also 

identified on a snowball sampling method, with respondents identifying and making 

introductions to other community members and CBE directors (Aaker, Kumar, & Day, 2008).  To 

determine sampling size, I followed suggestions by Roa and Perry (Rao & Perry, 2003) in reaching 
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saturation when conducting convergent interviewing, when all agreements and disagreements 

among interviewees are explained and documented.  

The choice to conduct the new methodology of convergent interviewing came from 

several research streams (Carson et al., 2001; Dick, 1990; Rao & Perry, 2003; Riege & Nair, 2004). 

Convergent interviewing is an in-depth interviewing technique used for exploratory issues with 

little or no established theoretical foundations. Rao and Perry (Rao & Perry, 2003) suggest this 

technique of interviewing to be more efficient in the exploration of areas lacking theoretical base, 

allows flexibility to refine research issues, and can result in the consolidation of existing body of 

knowledge. The convergent technique also allows for using unstructured and semi-structured 

processes in interviewing (Dick, 1990). This is beneficial in taking data from unstructured 

interviews in the initial stage of the research and creating other and new directions when 

identifying important issues (Riege & Nair, 2004). As the interviews progressed, the research 

became more focused on transaction costs and structures in the community organizations, which 

was useful in making the interview protocols more specific to gain new findings (Dick 1990). The 

choice for the convergent interviews elicit the appropriate interviewing technique for the 

community-based context. The technique can also be used for research that contributes to 

strategic issues and decision-making as well as socio-economic context (Williams & Lewis, 2005). 

Convergent interviews can also be used primarily in organizational and developmental changes 

and interventions (Riege & Nair, 2004).  

All interviews were conducted from January of 2013 to April of 2015. Interviews ranged 

in length from 30 minutes to 90 minutes (see Appendix A). I provided all informants copies of 

interview questions and an informed consent notice prior to the interviews. Informants were 
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asked questions about their experiences in other organizations and in current activities. 

Respondents were also asked about their decision-making involvements in the organization. 

Many of the informants were involved with the supply, delivery and distribution of charitable and 

purchased products and services by the organizations. While these organizations perform 

logistics and supply chain activities, I decided to employ a broad definition of what logistics and 

supply chain management conveys due to (1) many of these managers were not qualified or in 

any way obtained a degree in logistics or supply chain management. (2) Some academic 

definitions and terms such as transaction costs, inter-organizational relationships, transactional 

relationship and collaboration, may not be knowledgeable to all the respondents. However, for 

each of these interviews, respondents were asked about their knowledge of logistics, and supply 

chain management activities in the organization.  

Following the interview protocol as outlined by Dick (1990), and Rao and Perry (2003), I 

contacted each respondent from the time-period mentioned above. I established a time and 

location to meet, especially later in the interview to allow for more structure for future interviews 

(Rao and Perry, 2003). Rapport and neutrality were built with opening questions, then probing 

questions. By building rapport with all respondents, which allowed the opportunity to return for 

further questions and continuous refinement of the key issues discussed (Riege & Nair, 2004); I 

then concluded the interview by summarizing the intent of the interview. The interviews 

followed the research process provided by Riege and Nair (Riege & Nair, 2004). See figure 5 for 

more details. 
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Figure 5: Process of developing a research problem (Adapted from Riege and Nair, 2004) 

It is acknowledged that this research presents inductive findings that are purely for 

theoretical research, but useful and can be validated in future research to provide more validity 

(Rao & Perry, 2003). All interview sessions were tape recorded, to build a database of research 

and help to identify important themes (Patton, 2005). This study concentrates on themes drawn 

from data in all interviews and enables the researchers to highlight the experiences of 

community-based organizations that support supply chain relationships. Findings from the 

interviews are included in the next section. Quotes from respondents in the convergent 
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interviews are included in italics. The research builds on each quote to highlight the relevant 

themes (Miles & Huberman, 1994; Patton, 2005).   

 The Conceptual Model 

In this study, it is considered that there are many difficulties in developing model 

extensions from TCT (Rindfleisch & Heide, 1997). There is little research to identify the relevant 

application of TCT in the humanitarian and community-based context. However, based on past 

theoretical and empirical research on TCT frameworks, this study builds on already 

operationalized constructs of TCT, and definitions of governance structures, asset specificity, 

uncertainty and informational asymmetry. Employing inter-organizational strategies into CBSCs 

as a means to achieve value in the supply chain (Zajac & Olsen, 1993), and by using TCT, this 

research provides four propositions, and therefore, develops a conceptual model for 

humanitarian supply chain relationships in the community-based context, see figure 6.   

Proposition 1: Transaction costs are likely to be determined in CBSCs.  

Proposition 2: The choice of governance structures used to safeguard high transaction costs in 

CBSCs are likely to involve social dimensions that create shared value. 

Proposition 3: Supply chain strategies designed in CBSCs are likely to add value-creating activities. 

Proposition 4: Incentives to reduce transaction costs, select an appropriate governance 

structures and supply chain strategies are likely to increase shared value in community-based 

supply chain relationships.  
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Figure 6: Conceptual framework for community-based supply chain relationships 

3.5.1 CBE Transaction Costs 

“Think Win-win: The habit of mutual benefit. - In the long run, if it isn’t a win for both of 
us, we both lose. That’s why win-win in relationships is the only realistic alternative.”  

– Stephen R. Covey.  

The emergence of CBEs as a concept is acknowledged in this research. Perodo and 

Chrisman (2006) present a theoretical model of CBE, as a process in which the community acts 

entrepreneurially to create innovation. CBEs transact with other community members (individual 

or groups), businesses, government and other non-profit organizations, to provide goods and 

services to impoverished communities (Peredo & Chrisman, 2006). Also known as social 
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enterprises, CBEs produce, source and deliver value. Peredo and Chrisman stress that CBEs act 

as intermediaries within the community operate as social enterprises that produce value within 

its existing structure. Social enterprises are forms of collaborative establishments that focus on 

adding value to social systems (Michelini & Fiorentino, 2012; Somerville & McElwee, 2011). 

Collaborative enterprises are known to exist in local communities and are controlled and 

managed by different organizations (private, public, and third sector, individually or corporately), 

working together to promote the sustainable, economic and social change within the (Austin et 

al., 2006; Spear, 2006). Social enterprises have social objectives in the community rather than 

being driven by the need to maximize profit.  

Austin, Stevenson and Wei-Skiller (2006) provide that social enterprises perform social value-

creating and innovative activities transpiring from joint or sole efforts from the nonprofit, 

business or government sectors having social objectives. Michelini and Fiorentino (2012) state 

that social enterprises can be autonomous, private, social, and entrepreneurial with an explicit 

aim to benefit the community. . Dees (1998a; 1998b) define social enterprises as firms that play 

the role of change agents in the community by: (1) adopting missions to sustain and generate 

social value, not just value for the private organizations. (2) Innovating new opportunities and 

strategies to serve that above mission; engaging and encouraging sustainable processes for 

adaptation, organizational learning, and social innovation; (3) in addition, being accountable for 

the outcomes created within environments. Elkington and Hartigan (2007) proposed social 

enterprises under three main classes: (1) the leveraged non-profit that delivers public goods to 

vulnerable consumers who are not able to access them. (2) Hybrid non-profits that deliver goods 

and services to populations that have been excluded or under-serviced by mainstream business. 
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(3) Social business ventures that have similar set-ups as profit organizations but have specific 

functions that promote social and environmental changes. The authors’ stress that in social 

business ventures profits are generated, but not only for shareholders’ returns but to financially 

benefit, reach and serve other low-income groups in the community. CBEs are formed as a mix 

social enterprises, formed to solve social problems by using business methods, such as logistics 

and supply chain functions, production and sale of goods and services. The mix of business 

activities make up the economic and social objectives of the organization (Michelini & Fiorentino, 

2012).  

In the SCM arena, interfaces allow for economic and social transaction exchanges within 

networks that have value-added activities such as transportation, distribution, logistics service 

providers, and logistics service intermediaries (Stefansson & Russell, 2008). As noted earlier, CBEs 

carryout transactions within supply chain interfaces in order to perform social ventures. 

Stefansson and Russell (2008) state that supply chain interfaces involve transactions that enable 

goods and services to be successfully exchanged between two or more parties. Through these 

interfaces and transactions, different organizations that serve as suppliers and donors enable 

CBEs to provide low-income households access to food products and services.  

However, forming these supply chain interfaces allow a streamline of transactions costs. 

The three critical transaction costs attributes observed in CBEs can be characterized as (1) 

uncertainty, (2) the sharing of perfect or full information, and (3) the degree to which durable 

transaction-specific investments are incurred. These three main categories lead to higher 

transaction costs that is experienced in donor and supplier activities (Grover & Malhotra, 2003). 

As donations increase CBEs deal with poor performance and temporary giving, mostly when 
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there is the absence of control mechanisms. Thus, these transaction costs are enhanced from the 

inefficient controlling, monitoring, evaluating, and searching of activities. Activities include 

donations and revenue sourcing, complex financial transactions, information sharing (processing 

and communicating information), insufficient corporate disclosures, tax processing, regulations, 

bureaucracies, licensing, contracting, leasing arrangements, and identifying demand and costs 

associated with logistics and supply chain activities such as sourcing, transportation, inventory 

management, distribution, and delivery to end-consumers. Transaction costs can impede the 

formation of CBEs as well as make the organization less competitive. Counterbalancing these 

transaction costs and their implications for governance design is important to reduce hazards, 

risks and opportunistic behaviors.  

Hansmann (1980) and Krashinsky (1997) among other authors argue that nonprofit and 

community-based organizations experience forms of opportunism. The authors show that not 

only do they have high transaction costs but also these organizations need to reduce forms of 

opportunism by making aware its existence as well as forming structures and incentives among 

its suppliers. Opportunistic behaviors could include both active opportunism and passive 

opportunism. Active opportunism is seen in organizations behaving to its own benefit while 

violating certain explicit or implicit restrictions (such as lying, exaggerating difficulties). Passive 

opportunism occurs when the organization eludes given agreements for its own benefit, either 

explicitly or implicitly (such as refusing to acclimate new agreements, or hide information) (Seggie 

et al., 2013; Wathne & Heide, 2000). 

Gibelman and Gelman (2004) also highlight cases of fraud and self-dealing conducts 

observed in voluntary, community and nonprofit organizations. Hansmann (1980) suggests that 
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while people in CBEs may not be opportunistic, however their cooperation in economic activities 

may result in transaction costs associated in the searching for, processing, and communicating 

information between parties involved. It should be noted, that not all parties in the community-

based supply chain behave opportunistically, however, the dangers of opportunism is increased 

where there is uncertainty, information asymmetry, and transfer of asset specificity.  

3.5.2 Uncertainty 

Uncertainty is concerned with the inability to predict the future. In the community-based 

context, behavioral uncertainties surround partner’s decisions and actions such as volunteer 

involvements as well as commitments to contribute. Environmental uncertainties circumscribe 

the predictability of exogenous factors such as income streams, demand and supply levels, 

technology, and government policies and developments. For CBEs a major source of uncertainty 

can primarily lie on how income is generated (Crittenden, 2000). The Chief Executive Officer 

(CEO) of a reputable community-based organization in the Dallas Fort-Worth area stated:  

“What do I do as a CEO of a non-profit? […] Not only do you have the nuance of volunteers, 
but you also have this nuance of squishy discretionary revenue that can change in a 
heartbeat. Government says this is out, this is in […] we are serving ten and thousands of 
kids with that money […] things change overnight. So your revenue streams are so erratic. 
You can almost count on… instead of being paid..  it can change, you can plan on it, or you 
can react accordingly, but these things are very .. dicey, very trivial.” 

To stress the transaction costs of uncertainty in monetary revenue and income, another 

manager stated: 

“Probably our largest one is through our benevolence program. And that is simply from 
the donations from our members to help with benevolence which is given towards both 
members and to those in the community. Obviously there’s a limitation of how many times 
and how much funds we get so you’ve got to try to be judicious […] And you never have 
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enough to do all the things that you want to do but at least you can help as many as you 
can with the funds that you do have.” 

Pemer et al. (2014) suggests that uncertainty increases transaction costs, which makes 

governance comparatively expensive.  Rindfleisch and Heide (1997) explain that uncertainties in 

transactions calls for the dominance of relational, trust-based governance forms. However it is 

noted that although many organizations find it costly to build trusting relationships that result 

from uncertainty, there is a need to have structure to enable such relationships. One manger 

states: 

“Accomplishing something towards our mission, by helping other non-profits. […] to build 
capacity. [..] What we have been doing for the past 3 years, [..] something we stopped 
doing, but we were doing is we have workshops, for everyone in Denton to come to our 
space, have lunch, work together, network and try to collaborate together [..] is just 
building the relationships, and building trust so that now we have [..] letters of interests 
and even leases from people who are providing food, clothing, housing, mental health. So 
we are starting to get those commitments. So the process we are in right now is designing 
what the place will look like,[..] so we can go out and raise the money [..] we ask those 
organizations that were interested ”are you serious?” and if you want to, then we will 
build it to suit you. [..]” 

As stated above, when commitments ensue in inter-organizational relationships, this may 

reduce uncertainty within the supply chain interfaces. Aiken and Alford (1970) assert in their 

examination of community structures and social systems that when uncertainty exists in the 

inter-organizational interfaces, coordination initiatives are then attractive. Mohr (1969) notes 

that environmental uncertainty exists in community ventures and provides incentives for the 

organizations to strive through innovation via collaboration while reducing uncertainty. Trust as 

a mechanism in the inter-organizational relationships is known to reduce transaction issues of 

uncertainty (Anderson & Narus, 1990; Bien et al., 2014). Therefore, in the sourcing of goods and 

services in the community context, greater control over uncertainty in sourcing activities is 
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desirable. Since uncertainties make it difficult to infer actions from suppliers, I argue that focusing 

trust, governance and proper control mechanisms may lead to more efficient systems. 

3.5.3 Information Asymmetries 

Information sharing is central to TCT. This transaction costs attribute results from 

processing full or imperfect information in the supply chain. TCT recognizes that agreements and 

exchanges within supply chains frequently occur when parties possess incomplete information 

about the exchange. Additionally, information asymmetry occurs when suppliers take advantage 

over other parties in the supply chain during the exchange. TCT is pertinent in understanding 

these costs as transactions lead to opportunistic behavior. In this study, it is observed that the 

main forms of information asymmetries that lead to opportunistic behavior in community 

ventures, include the form of insufficient corporate disclosures in the exchange of information 

between CBE partners, and between government organizations. Yoon, Zo, and Ciganek (2011) 

stress that corporate disclosure is the act of providing information about the organization’s 

performance to outside investors and is one of the fundamental elements for efficiency. 

Alternatively, it is observed that CBEs managers fail to understand the importance of sharing 

information that are pertinent to the value in the supply chain (Conning & Kevane, 2002; Lee et 

al., 2000). Chen (2003) stresses the importance of information sharing in the supply chain. 

However, not all organizations are willing to give out information to other organizations. This is 

observed when members of the supply chain believe transparency in their operations may 

involve subsequent costly and time consuming transactions. There is also the issue of controlling 

the supply chain relationship. A CBE manager explains the difficulties in transparent monitoring 

agreements.  
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“I don’t know that I want the government giving money to us and then us having to report 
back to the government with the detail of all the red-tape the government requires. […] 
and it’s not just faith-based organizations, its businesses. Because of the overhead that’s 
required, the red-tape that’s required. All of those things that just makes it so difficult. We 
would rather go a different direction to receive funds to do what we do.” 

Many organizations find it a conflict of interests in the sharing of information regarding 

their operations. Another manager commented:  

“..because if it’s going to be given to the organization, they {government} want to be able 
to have the red-tape. They want to check them, make sure they are doing what we think 
they should be doing with it. And so then that could limit it further. Either way, I think the 
organization could get left out based on the way the administration is run. […]”  

Another manager states:  

“Normally its control. Cause the government wants to control or wants to have 
transparency. I don’t know if that’s the right term. But accountability from the non-profits 
that they aren’t willing to give. Cause they {non-profits} want to have control over what 
they do without the government telling them how to do it. So that’s normally what the 
fight is.” 

To understand why most government organizations want to gain transparency is reported 

by a key representative: 

“It is more of a bureaucratic issue on how we can (partner with other organizations). It’s 
probably because there is more hoops and jumps (in a government organization), than the 
organization that is more nimble with the board of directors. .. or a private company that 
has to get bigger approvals. […] if you were working for a city or federal government or 
type of organization, you cannot just unilaterally start spending the money within our 
departments. Right? Whereas a board can meet and look at budgets and look at money 
and say we have this approved budget but we can make this type of amendments. We are 
not as nimble as that. Governments are more like the titanic. It takes a little bit more to 
turn the ship. In that regards, but if we get ideas going and things out there for planning. 
[..] But there are ways we can move within, our current constraints as well. [..] It is about 
how our the systems are entrenched, you may have a group of people that are willing to 
work together but if you can’t work outside of the silo, or move within without a larger 
shift, or larger approval within the systems […] the time it takes, the money it will take.[..]”  
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Based on the interview, I observe that perfect or full information may not be provided 

between parties in the supply chain. These insufficient corporate disclosures may reduce 

transparencies in the supply chain. As more organizations, seek to join the supply chain networks 

of CBEs by donating and providing goods and services, organizations expect transparent 

relationships through these corporate disclosures. As stated earlier about government 

organizations, another manager of a CBE reported a need for more transparent information in 

the organization.  

“What other attributes/parts of the non-profits is needed? [… ] How the non-profit is run? 
Transparency is definitely higher.” 

Another manager states what is needed from CBEs:  

“Transparency is higher, people expect an operating efficiency that they don’t care about 
in such companies like Apple. […]” 

Research shows that insufficient corporate disclosure is closely related to the problem of 

information asymmetry (Shaw, 2003). Robertson (1996) highlights that distribution and 

transportation efficiencies are hampered by information asymmetry and transaction costs tend 

to reduce the desire to form collaborative relationships, increase governance costs and increase 

barriers to efficiency in the supply chain network. Under these circumstances, transparencies 

between organizations is warranted in CBE supply chains of. Lamming et al., (2001) stress that 

transparency in the supply chain has fundamental value. Hart (1995) states that community-

based networks desire visible and transparent networks. It is evident that corporate disclosure 

provides investors with information in making decisions (Shaw, 2003; Yoon et al., 2011). 

Therefore, increasing the accessibility and availability of information in inter-organizational 
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supply chains, especially in the community-based context, lead to reducing transactions costs 

that can be essential to managing effective systems.  

Past research show that supply chains require the flow of information that leads to 

efficient operations (Frank & Salkever, 1994; Gunasekaran et al., 2001; Pierce & Delbecq, 1977). 

Gunasekaran et al. (2001) suggest that like all other activities in the supply chain, the delivery of 

goods and services relies heavily on the quality of information exchanged. However, based on 

this study I suggest that transparency in the supply chain may result in efficiencies.  Our analyses 

indicate that information asymmetry in community-based supply chain creates inefficiencies 

which leads to higher transactions costs.  Conning and Kevane (2002) highlight that there are 

several benefits of information sharing. In the community-based context, corporate disclosures 

of operations and activities in the supply chains enables efficiency. Reducing transaction costs 

associated with quality information presented in the sourcing and delivery performance of the 

organizations is desired by most organizations.  

3.5.4 Asset-Specific Investments 

Another central premise of TCT is asset specificity. This involves situations where 

transaction costs increase because of asset-specific investments. As asset-specific assets 

increase, complicated and more complex governance structures (contracts) are required 

(Williamson, 1985). Asset specificity is referred to the degree in which investments in 

transactions are specific to the parties involved. Specific investments have little or no use outside 

the transaction boundaries and can lead to situations where both parties are confined to that 

exchange (Williamson, 1985). CBEs depend on specific investments similar to commercial and 
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for-profit organizations. In CBE supply chains specific investments include sourcing activities by 

organizations and individuals that donate and volunteer their skills and time, especially when 

returns from investments are expected (Hensher & Stanley, 2008; Herzlinger, 1995). A manager 

explains:  

“[..] Their time, their finances. They’re willing to invest themselves and their finances into 
causes that are valuable. We do. We have a program that is called “adopt school”. And 
we have adopted two schools in the McKinney area that we help feed kids that don’t have 
food that people donate toward that. So kids that don’t have food at home, we provide 
them with backpacks to take home and they have food there. We provide mentors. We 
provide help for the teachers. You know teachers assistants and things like that, all from 
our community that are willing to give their time to go and help in those type of ways.” 

Another Manager notes:  

“They want a trusted entity because I am giving you my money [….] right? Giving you my 
money, I am expecting a huge return […]” 

 
3.5.5 Value (Internal and Shared) 

Porter and Kramer (2011) define the concept of shared value as the operational practices 

and processes in a particular organization that enhance the competitiveness of that organization 

while simultaneously advancing the economic and social conditions, and other organizations in 

the communities in which it operates. For CBEs, operational practices include donor and supplier 

transactions. Transactions primarily in CBEs, take the form within donor-supplier relationships, 

with suppliers that include individuals, community groups, commercial businesses, voluntary, 

non-profits, faith based, government organizations, and other CBEs. Donations to CBEs include 

in-kind gifts of property and services, including use of facilities (trucks and other transportation 

facilities, warehouses, storage units, etc.), cash contributions directly by the organization or by 
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sponsored foundations. Government organizations usually give in form of grants (Austin et al., 

2006; Froelich, 1999). Also donations may be in form of employee time and skills. 

While CBEs rarely focus on open competition with counterparts, the organization still 

seeks to gain competitive advantage in its operations to increase value. As stated by Porter and 

Kramer, organizations can enhance their competitiveness using operations that enable 

complimentary resources and operations. Especially when operations provide shared benefits in 

the communities. In describing competitiveness within these inter-organizational relationships in 

the community-based context, a manager of a CBE located in DFW area states: 

“I don’t know if there’s any overt competition. I probably feel it more of a friendly 
competition more than a business competition in a secular business environment that 
you’re trying to get market share. […] there is always some competitiveness. Which then 
inevitably will lead to [..] a common bringing together of the community, churches from 
faith-based organizations to others to partner up together. [..] to actually come together 
and work together to help schools and help  families and communities [..] at least in this 
DFW area that I’m aware of.”  

Another manager states: 

“we need to be competitive. We don’t want to lose our people because […] organization 
is doing this better than us, so let’s get better. So to me there’s a healthy level of 
competition that we all want to make sure that we’re being the best that we can be, […]” 

Porter and Kramer (2011) definition of shared value, we understand that in the 

community-based context, organizations must strive to form inter-organizational relationships 

to gain competitive advantage as well share value amongst all members of the community. A 

manager of a CBE located in the DFW area states: 

“number #1 we are meeting needs in our community. Number #2 providing business for 
someone in our community. […}, so it’s a win-win and our organization looks good because 
we are helping people on both the business side and the recipient side [..]” 
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Porter and Kramer (2011) state that ensuring the health of the competitive context in the 

organization, shared benefits can be achieved by both the company and the community. Conning 

and Kevane (2002) mention that competition within community groups actually makes delivery 

of internal benefits more efficient. I therefore argue that in the community-based context, while 

considering competitiveness among members of the community, share value is attained from 

supply chain relationships that collaborate and combine complementary resources and 

capabilities in the meeting the needs of the community.  

 Limitations and Future Research 

The final propositions in this study allow social entrepreneurs, businesses and 

organization to understand the initiatives for community-based ventures. This research develops 

a conceptual model for CBLSCM. Furthermore, the theoretical framework is useful in 

understanding, analyzing and assessing transaction costs, and the use of governance structures 

to develop new innovative social ventures that seek to create shared value within impoverished 

communities.  

However, it is apparent that limitations exist with this research. First, due to the research 

method used, and number of interviews conducted, I acknowledge that the research needs to be 

further developed (Rao & Perry, 2003). Second, propositions given need to be refined, and 

validated with empirical testing.  Lastly, the research was limited to the DFW area and would 

need to provide more findings that are generalizable to other impoverished areas.  Despite these 

limitations, understanding the transactions costs in these community supply chains is still 

important for all organizations seeking collaborative supply chain relationships and success. 

Future researchers can perform empirical research to confirm and validate the given propositions 
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and see if it is justified by existing theory. In addition, an examination of other governance 

mechanisms and structures offer future research guidelines. Research on transaction with end-

consumers needing food products and food security should also be examined. Costs that ensue 

from end-consumer transactions and how they can be minimized should be investigated.  

Research can examine how transactions can allow for quality and increased quantity of products 

and services. Research can also examine how organizations can adapt to change in end-consumer 

demands.  Supply chain research should examine frequent changes (agility and flexibility) in 

community supply chains.  

Future research can provide explanations for why CBEs select specific partners, enter into 

certain relationships and refrain from doing business with others. Research can further 

understand supply chain strategies in the humanitarian context. Future investigation should 

include other strategies such as efficiency, transfer of assets, quality expectations, and risk 

hedging, as well as use of limited resources (Claro & Claro, 2010; Green Jr et al., 2008; Varoutsa 

& Scapens, 2015).  Future studies can investigate the lack of credibility with suppliers of charitable 

goods involving all stakeholders, both in social and commercial relationships. Research could look 

at contractible and non-contractible elements of the relationships (Hensher & Stanley, 2008). 

Researchers could also use stakeholder theory in understanding these supply chain relationships. 

Lastly, as stated in the interviews, social enterprises face competition. Research could consider 

the forms of ongoing competitions in the organizations (Austin et al., 2006). 

 Conclusion 

This research provides that shared value creation ensures lasting preference for CBEs.  

The chapter contends that value is created in CBSCs through the acknowledgment and minimizing 
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of transaction costs, choice of governance structures, and inter-organizational strategies that 

allow for collaboration, transparency and information sharing. CBEs embed value into their 

supply chains by collecting, distributing, and delivering products, information and services.  

Specifically, CBEs can create, and co-create value in their supply chain through the processes 

involved in moving products and services, exchange in transactions, and information sharing that 

provides what the end-consumers need and want – food security (Vargo et al., 2008). Evidently, 

value-creating transactions takes place in the interaction and exchange activities between all 

parties in the supply chain, from end-consumers, suppliers, and service providers.  

In understanding how CBEs provide value using TCT, this study evaluates shared value 

creation in inter-organizational relationships and provides potential contributions to research. 

Although, value in this social context is not empirically tested or conceptualized, the chapter 

builds on past research that shows that shared value can be created in social and economic 

initiatives, operations and processes within communities (Nohria & Ghoshal, 1994). 

Consequently, the incentives to minimize transaction costs from the likely hood of 

governance structures will also enable CBEs to achieve shared value. It is observed that 

controversies surrounding opportunistic behaviors in community initiatives, have tarnished the 

image of sourcing from individuals, and organizations providing charitable giving (Tokarski, 1999). 

Therefore, it is important for CBEs to build governance structures that allot social and economic 

initiatives in the community and provide needed infrastructures at lower transaction costs, while 

safeguarding against opportunism. 

By employing, hybrid and or network governance structures that have a mix of 

transactional and relational mechanisms, CBEs are able to gain shared benefits in the supply 



88 

chain. Transactional mechanisms such as formal and detailed contracts can enable the 

organization to plan for uncertainties and have more secure sources of income. However, 

building relational mechanisms into the organization’s structure will also help the organization 

collaborate with procedures and programs from other organizations into the CBSCs (Froelich, 

1999).  In a majority of cases, there are non-contractible relationships that exist in CBEs. Non-

contractible relationships call for relational mechanisms that include forms of trust building 

initiatives, and frequent participation from supply chain members which in turn allows for more 

information sharing, and shared norms and values (Liu et al., 2009). 

Therefore, to achieve long-term relationships, community-based initiatives need to 

consider mechanisms that allow for financial, technical, and logistics and supply chain support 

from multiple suppliers willing to contribute and commit to the shared structure. The research 

recognizes that value is achieved by acknowledging and minimizing transaction costs, structures 

and supply chain strategies. Accordingly, community-based initiatives using LSCM can allow a 

competitive advantage through valuable services and products. 

Thus, investments in LSCM will help communities participate more, government efforts 

increase, and enable businesses reach new markets with accessible information. Using proper 

LSCM practices, investors and communities will ensure shared benefits from value-adding 

services, quality products, decreased uncertainty and transparent information, and allow for 

more responsive supply chains. The research therefore supports LSCM strategies as means to 

establish long-term donation and sourcing activities to achieve competitive advantage as well as 

gain shared value. 
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LOGISTICS AND SUPPLY CHAIN SERVICE ECOSYSTEMS: A VISUAL CAUSAL LOOP MODEL 

 Abstract 

Social service organizations are now putting more emphasis on value-adding strategies 

that include LSCM. Alternatively, few researchers have focused on social service ecosystems that 

foster environmental, social and economic strategies within underserved communities. This 

chapter therefore seeks to understand how community-based enterprises (CBEs) as social service 

providers are now forming social service ecosystems that have more value adding, service-centric 

approaches. The research draws on the general theory of service-dominant (S-D) logic to highlight 

the importance of the networks of suppliers, donations and logistics services as critical elements 

of social service ecosystems. Using a system dynamics approach, the research proposes a visual 

causal loop diagram that represents a detailed case study to highlight how CBEs connect people, 

information and processes within social service ecosystems.  

The research finds that the formation of the causal loop model provides a dynamic 

approach and offers important insights for studying value propositions, creation, and co-creation 

in the social service context. This chapter contributes to the service science, systems, and logistics 

and supply chain management (LSCM) literature by developing the dynamic model. The service 

science view emphasizes key factors and variables that influence, and are influenced by, social 

service exchanges in impoverished communities. The model serves as a managerial tool to 

determine critical services, roles, appropriateness and applicability of LSCM in the social service 

context. Insights from this research are broadly applicable to the contexts of logistics and supply 

chain solutions for community-based ventures. 
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 Introduction 

Current service literature calls for advancing research on dynamic service systems 

(Chandler & Lusch, 2015). Over the past decade, the service literature has made pragmatic 

discovery on organizations that put more focus on service deliveries as compared to 

product/goods-centric distributions (Hill, 2002; Spohrer & Maglio, 2008). Until recent, research 

is now focusing on service-centered supply chain systems. Although the concept of a social 

service system is not well articulated in the logistics and supply chain field. Few research have 

focused on the imperatives of social service systems that foster environmental, social and 

economic supply chains within underserved communities (Letaifa, 2014). More specifically, there 

is still scarce investigations on community-based enterprises (CBEs) as social service providers.  

Consequently, many CBE managers lack an understanding of the distinct nature of having 

efficient LSCM strategies and service systems. There seems to be an unfamiliarity with the 

importance of LSCM and service systems. However, as community-based initiatives are now 

focusing on the essential service distributions of charitable services and donations, this research 

argues that CBEs are now interested in taking a more value adding, value co-creating service-

centric approach into their service systems by incorporating LSCM into their strategies.  The 

research therefore sustains that LSCM is essential in providing value-creating services that 

improve efficiency, effectiveness and productivity in social service systems.  

LSCM has been regarded as a key success factor for organizations seeking operational 

efficiency. Although logistics and supply chain management have been defined separately, this 

research combines both terms and refers to LSCM as the effective management and flow of 

goods, services, information and finances among supply chain members. Islam, Meier, 
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Aditjandra, Zunder, and Pace (2013) describe logistics as a people system. Fawcett et al. (2011) 

defines logistics as the ability to manage systems by controlling the movement and positioning 

of raw materials, to finished inventories at the lowest total cost and highest customer influence. 

Fawcett et al. state that logistics adds leadership responsibility to carry out activities that enable 

social and economic developments. The council of supply chain management professionals 

(2010) defines logistics management as a part of supply chain management that plans, 

implements and controls the efficient and effective movement (forward and reverse) flow of 

goods, services and related information form a point of origin to a point of consumption to meet 

customer’s requirement.  

Furthermore, CSCMP (2010) also defines supply chain management as the planning and 

management of all activities involved in the sourcing and procurement, conversion and all 

logistics management activities. Importantly, supply chain management has been defined as “the 

systematic, strategic coordination of the traditional business functions and the tactics across 

business function within a particular company and across businesses within the supply chain, for 

the purposes of improving the long-term performance of the individual companies and the supply 

chain as a whole.” (Mentzer et al., 2001). Mentzer, Dewitt, Keebler, Min, Nix and Smith (2001) 

define the supply chain as a set of three or more organizations involved in the upstream and/or 

downstream flows of products, services, finances, and/or information. Christopher (1992) 

defines the supply chain as “a network of organizations that are involved, through the upstream 

and downstream linkages, in the different processes and activities that produce value in the form 

of products and services delivered to the ultimate customer”.  The supply chain is observed as a 

complex system of services an organization embarks on to achieve organizational objectives. 
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Supply chains are also described as a system of suppliers, distributors, and end-consumers 

(beneficiaries). 

In the service science literature, supply chains are also described as ecosystems. As a 

service system, Lusch (2011) refers to supply chains, which are labeled using a network concept, 

as service ecosystems. Value networks or value proposing supply chains are considered as 

ecosystems that coproduce service offerings, exchange service offerings, and co-create value 

(Lusch, 2011; Lusch et al., 2010). Chandler and Lusch (2015) suggest that service systems, service 

ecosystems or service delivery networks offer changing and complex dynamics. Therefore, using 

a service science and system dynamics approach, this research evaluates the complex nature of 

supply chains in the social service ecosystem. The research finds that more research should focus 

on the complex nature of the social service spectrum of ecosystems. 

The dissertation employs a case study format using the system dynamics framework, to 

develop a visual representation of a CBE located in North Texas. This study examines the role of 

logistics and supply chain services used in distributing charitable donations within a North Texas 

impoverished community. The research shows that service is an intricate part of the functions 

that are evident in a community-based supply chain. Evidently, logistics and supply chain services, 

strategies and donations provide an S-D logic view of value-in-use, and operand resources that 

are apparent in social service ecosystems. I therefore draw on the theory of S-D logic and system 

dynamics to present a visual causal loop diagram (CLD). The study provides insights into the 

community-based social service ecosystems. I propose that it is essential for CBEs to focus more 

on its supply chain and logistics services within its ecosystems, thereby, increasing value-creating 

propositions in achieving organizational goals. 
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This research argues that organizations should look into the value-creating and service 

centric perspectives of service systems using LSCM.  From the service science perspective, the 

service ecosystem is seen as value propositions from a configuration of people, technologies, 

organizations, and shared information. Service science views the supply chain as a service system. 

Through service configurations, the system is able to create and deliver value to suppliers, 

consumers and all beneficiaries involved in the system (Maglio & Spohrer, 2008). Maglio, Vargo, 

Caswell, and Spohrer (2009) describe the service system as a configuration of resources that 

produce all other services of significance and scope. Normann (2001) describes a service system 

as having both the supplier and ultimate consumer of the service that are connected by value 

chains, value networks, or value-creating systems which offer value propositions. Therefore, 

CBEs can examine the opportunities and challenges it takes to deliver value propositions via the 

supply chain. 

 This also article explores service-dominant (S-D) logic that elaborates the study of value 

and the formation of service ecosystems in a community-based social service context. Using an 

outline of the central premises of S-D logic, the research proposes the concept of a social service 

ecosystem framework that focuses on service configurations that are a central means for 

connecting people, products and technology within and among service systems. This ecosystems 

view emphasizes essential service factors that influence, and are influenced by, social service 

exchanges within an underserved community. 

The study contributes to the service science, logistics and supply chain management 

(LSCM) literature, as well as extending the S-D logic theory by providing insights into the 

humanitarian aid literature, specifically the social service context. Results support the concept of 
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social service ecosystems that highlights critical services and decisions for suppliers, donors and 

beneficiaries involved in community-based humanitarian aid initiatives. The research also helps 

business managers in varying organizations, looking to partake in corporate social responsible 

behaviors and community-based ventures. Managers of community-based enterprises can 

understand how to deal with systems and networking strategies, service insights and obtain value 

propositions in their service ecosystems. 

In the sections that follow, I outline services ecosystems through the lens of S-D logic 

theory. Then I describe the social service ecosystem by outlining CBEs as social service providers. 

Next, the methodology is presented as I use the system dynamics view to depict the social service 

ecosystem. I present the community-based social service ecosystems casual loop model by 

highlighting key variables in the research. Above all, this research finding affords important 

implications for researchers and practitioners seeking to understand and utilize service 

ecosystems in the community-based social service context. 

Literature Review 

Service-Dominant logic (S-D logic) provides a more insightful review of the socio-

economic exchanges involved in the system that has different suppliers, users, and beneficiaries. 

S-D logic affords foundation for understanding service and value explanations in varying 

organizations (Vargo & Akaka, 2009). This further presents a study for service science. Past 

research suggest that service science being an interdisciplinary field (1) explains the origins and 

growth of service systems; (2) is used to solve fundamental problems involved with service 

productivity and quality; and (3) provides unique service professionals and service researchers 

with an understanding of value in service systems (Maglio & Spohrer, 2008; Maglio, Srinivasan, 
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Kreulen, & Spohrer, 2006; Maglio et al., 2009). As such, recent inclinations using service science, 

especially from the social service context, can now seek a deeper understanding of service 

systems and value from an S-D logic perspective. 

4.3.1 S-D Logic and Service Systems 

Vargo and Lucsh (2004, 2008) using the S-D logic view define service as the application of 

skills and competencies for the benefit of another. The central principle of S-D logic is that service 

is the “basis” of exchange, not goods or products. Vargo and Lusch (2008) continue to build on 

the service-centered view to describe the service-for-service perspective of value and value 

creation, as well as understanding interaction within and among all parties in a service system. 

This service-for-service perspective further transcends into relational implications for exchanges 

(Vargo & Lusch, 2010). S-D logic’s conceptualization of service suggests that there needs to be a 

channel for interactions. Vargo, Maglio and Akaka (2008) suggest that the service system is the 

proper place for interactions that lead to service-for-service exchange. Consequently, Vargo and 

Lusch (2008) state that “the general orientation of S-D logic applies to any service system”.  

The foundational S-D logic premises can be fundamental to understanding social service 

systems (Vargo & Lusch, 2008). This research presents the foundational premises of Vargo and 

Lusch (2008) with implications for social service, see table 4.  Service systems are described as 

socio-technical systems that focus on services delivered (Qiu, 2009). Vargo, Maglio and Akaka 

(2008) suggest that service systems focuses on delivering services using all available means 

through people, information, and technology.  
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Table 4. Foundational Premises of S-D Logic with Social Service Implications 

FP# Premise Explanation/Justification Social Service Implications 

FP1 Service is the 
fundamental basis 
of exchange. 

The application of operant 
resources (knowledge and 
skills), “service,” is the basis for 
all exchange. Service is 
exchanged for service. 

Service is important. Beyond 
focusing on products, 
knowledge and skilled 
services need to be 
exchanged.   

FP2 Indirect exchange 
masks the 
fundamental basis 
of exchange. 

Goods, money, and institutions 
mask the service-for-service 
nature of exchange. 

Since there is no focus on 
money exchange for the 
goods – charitable giving 
masks the service-for-service 
nature of exchange.  

FP3 Goods are 
distribution 
mechanisms for 
service provision. 

Goods (both durable and non-
durable) derive their value 
through use – the service they 
provide. 

Value of goods is evident in 
the logistics and supply chain 
activities. Value is also 
derived beyond donations.  

FP4 Operant resources 
are the 
fundamental 
source of 
competitive 
advantage. 

The comparative ability to 
cause desired change drives 
competition. 

LSCM, Information 
technology, donated 
resources, skilled labor and 
other value propositions 
provide competitive 
advantage. 

FP5 All economies are 
service economies. 

Service (singular) is only now 
becoming more apparent with 
increased specialization and 
outsourcing. 

Collaboration is emphasized. 
Supply and donated services 
are equally important. 

FP6 The customer is 
always a co-creator 
of value. 

Implies value creation is 
interactional. 

End-consumers in receiving 
services can also provide 
services by co-creating value. 

FP7 The enterprise 
cannot deliver 
value, but only 
offer value 
propositions. 

The firm can offer its applied 
resources and collaboratively 
(interactively) create value 
following acceptance, but 
cannot create/deliver value 
alone. 

No independent agent has 
the power to create value. 
Social service organizations 
cannot act alone. Supply 
chains offers value 
propositions. 

FP8 A service-centered 
view is inherently 
customer oriented 
and relational. 

Service is customer-determined 
and co-created; thus, it is 
inherently customer oriented 
and relational. 

Relationships with 
beneficiaries are emphasized. 

(table continues) 
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(Continued) 

FP9 All economic and 
social actors are 
resource integrators. 

Implies the context of value 
creation is networks of networks 
(resource-integrators). 

The social service 
ecosystem is a resource 
integrator 

FP10 Value is always 
uniquely and 
phenomenological 
determined by the 
beneficiary. 

Value is idiosyncratic, experiential, 
contextual, and meaning laden. 

Value is co-created by all 
beneficiaries in the 
ecosystem.  

 (Source: Adapted from Vargo and Lusch 2008) 

Service systems establish balanced and interdependent frameworks, and emphasize 

collaboration and adaptation of value co-creation by engaging in exchanges with other service 

systems (Qiu, 2009). A service system is said to have a process (Qiu, 2009) or multiple processes 

(Sampson, 2012; Tuunanen & Cassab, 2011). Qui (2009) states that a process in a service system 

is a collection of related, ordered, structured activities or tasks, which is typically organized for 

producing a specific service to meet a particular need. Maglio and Spohrer (2008) define service 

systems as value co-creation structures that realize and always co-creates value. S-D logic 

describes the service system as a configuration of resources (including people, information, and 

technology) connected to other systems by value propositions. This supports the notion for social 

service systems. Vargo and Lucsh (2008) highlight that the primary purpose of the S-D logic 

supports social service systems.  Building on the main principles of S-D logic, Vargo and Lusch 

(2008) are cited:  

“The central notions of S-D logic are that fundamental to human well-being, if not survival, 
is specialization by individuals in a subset of knowledge and skills (operant resources) and 
exchanging the application of these resources for the application of knowledge and skills 
they do not specialize...This shift in focus from operand to operant resources has 
implications for understanding social interaction and structure that are markedly different 
from the ones suggested by a focus on the exchange of operand resources and potentially 
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has ramifications for understanding exchange processes, dynamics, structures, and 
institutions beyond commerce.”  

The service systems literature also recognizes the notion of ecosystems. S-D logic has 

propelled the concept of service ecosystems. Lusch (2011) describes supply chains as service 

ecosystems. Ecosystems, known as supply chains are also viewed as a value network (Lusch et 

al., 2010). Vargo and Akaka (2009) state that service ecosystems are resource-integration 

networks. Vargo and Lusch (2010) mention service ecosystems as loosely coupled services 

systems. Vargo and Lusch present eight components of the service ecosystems as (1) 

spontaneously sensing and responding; (2) have a spatial and temporal structure; (3) are largely 

loosely coupled; (4) with value proposing actors; (5) that use of common language, rely on social 

institutions and technology; (6) co-produce service offerings; (7) engage in mutual service 

provision; and (8) co-create value.  Notwithstanding, Lusch, Vargo and Tanniru (2010) culminate 

the several characteristics of the ecosystem by also stressing the importance of information 

technology in the supply chain. It is evident that scholars maintain that organizations that are 

part of the service ecosystem are sensing, responding and learning entities. Granted, S-D logic 

scholars support the notion of service ecosystems from the social service perspective. Blocker 

and Barrios (2015) refer to social service ecosystems as value propositions that meet physical, 

relational and community service needs. Lusch (2011) refers to ecosystems as social value 

propositions that is provided through institutions and technology.  

4.3.2 S-D Logic and Value 

Also important, S-D logic has made tremendous contributions on value measurements, 

value propositions, and value co-creation for service systems and ecosystems. In the past decade, 

value-creating networks have moved beyond the value-in-exchange perspective to the value-in-
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use metrics (Lusch, 2011; Vargo & Akaka, 2009; Vargo et al., 2008). Value-in-exchange originates 

from the goods dominant (G-D) perspective. G-D logic is tied to the economic measures of value 

by monetary exchanges. While value-in-use is supported from S-D logic and transcends beyond 

the economic exchange to how value is determined and benefitted by all parties involved in the 

exchange. Therefore, value-in-use provides a general meaning that value is always co-created 

through the integration and application of resources and services (Vargo & Lusch, 2008). From 

the S-D logic view, value is seen as developing and emerging, rather than being a discrete 

occurrence (Vargo & Lusch, 2010). Vargo, Maglio and Akaka (2008) present an S-D logic view of 

value measurement in the service system as the adaptability and survivability of the beneficiary 

system. The authors review the alternate views of value by providing history on the perspectives 

of value measurement.   

Following, Chandler and Lusch (2015) provide a research framework on the fundamental 

role value propositions plays in the service system. The authors state that value propositions are 

plausible as economic, financial, and social situations. Chandler and Lusch further define value 

proposition as an invitation from “actors” to one another to engage in service. S-D logic presents 

value propositions as an invitation to form relationships that are drawn together in order to serve 

each other and attain value. These proposition is the link that connects the internal and external 

service systems through shared information (Maglio & Spohrer, 2008). Vargo, Maglio and Akaka 

(2008) state that value propositions establish connections and relationships in the service 

system. This supports that notion that the service system is connected to other service systems 

by value propositions. In fact, the seventh foundational premise of S-D logic states that the 
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enterprise offers value propositions (Vargo & Lusch, 2008). Therefore, it is suggested that LSCM 

practices can be used to create value propositions (Lusch et al., 2010).   

S-D logic also supports the relationship between LSCM practices and value creation. 

Lusch, Vargo and Tanniru (2010) state that value is enhanced in the supply chain. The authors 

use a value network concept to suggest that supply chain networks provide value-creating 

activities. Here, value creation is realized through the networks of suppliers and customers 

forming mutual and beneficial service provisions. Simultaneously, the authors suggest that these 

value-creating networks as ecosystems also lead to co-creation of value with other networks. It 

is evident that as networks of relationships are formed in the service ecosystems service is 

benefitted; and value propositions, value creation and value co-creation play important roles in 

service systems. Vargo and Lusch (2004) state that value, and value creation are critical to 

understanding the dynamics of service systems. Qui (2009) proposes that value co-creation is 

one of the many characteristics of service systems. In this research, I make implications for 

service science and use the S-D logic position for the social service context that (1) even as 

goods/products are important in the systems, service is the central basis of exchange. (2) That 

also important are value propositions, value creation and co-creation in the system.  

4.3.3 Social Service Ecosystem 

Logistics and supply chain literature have primarily focused on the social responsibilities 

of the firm (Sethi, 1975). Past research show that there has been a focus on social activities, and 

the social obligations of using LSCM in social service operations (Carter & Jennings, 2002; Flint, 

Larsson, Gammelgaard, & Mentzer, 2005; Hill, 2002; Letaifa, 2014). On the other hand, the 

humanitarian literature over the past decade have also highlighted the need for a community-
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based approach to understanding humanitarian supply chain and logistics services (Kovács et al., 

2010). Kovacs and Spens (2011b) state that community-based approaches in supply chain design 

provides avenue to understand the social aspects of humanitarian services. 

Alternatively, service research also warrants understanding social service ecosystems. 

Letaifa (2014) suggests that having a systematic approach to evaluating value can be much more 

achieved by using service ecosystems and by going beyond the traditional economic mindsets to 

the social and community-based perspective. Xing, Ness and Lin (2013) analyze service 

innovations and ecosystems in community social-economic developments. I therefore, contend 

that by studying the supply chain service system within community-based enterprise, this 

research highlights that social service ecosystems exists and can provide beneficial services to 

the underserved community.  

However, considering that many CBEs fail to demonstrate an understanding of (1) having 

efficient LSCM (Larson et al., 2007). This is characterized by inadequate collaboration strategies 

(Bolland & Wilson, 1994), organizational and functional silos (Weinberg, de Ruyter, Dellarocas, 

Buck, & Keeling, 2013), inadequate information sharing in the supply chain (Handy et al., 2011; 

Troy, Carson, Vanderbeek, & Hutton, 2008), and inefficient use of adequate resources. Evidently, 

in the developing stages of a well-established CBE, I recognize that the organization faces 

situations of functional and organizational silos and many complexities sharing information 

between suppliers, donors and beneficiaries. CBEs, as beneficiaries, face the challenge of making 

collective decisions with other stakeholders (suppliers, donors and consumers in the community) 

through shared information. This creates limitations that discourage collaborative interactions 

between all stakeholders also causing wastes, demand uncertainty and increased costs. (2) In 
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addition, without understanding LSCM, I also recognize that CBEs fail to take advantage of service 

systems. CBEs experience the failure to access shared information, inability to help supplier 

organizations overcome environmental and demand uncertainty, poor control over their 

environment, and inadequate ability to focus on the creation and co-creation of value with 

supplier and consumer interactions (Qiu, 2009; Vargo et al., 2008). 

Essential to the humanitarian context, LSCM is fundamental in the creation of strategies 

that enable suppliers, donors and collectors of needed products and services to transact, 

collaborate and share value. LSCM is described as the integration, coordination, and 

collaboration of actions and processes in the movement of goods and services that adds value 

from a point of origin to the ultimate end user (Cooper et al., 1997; Ketchen & Hult, 2007; 

Mentzer et al., 2001; Stank et al., 2001). Therefore, the emphasis to use LSCM and a service 

system approach is important for CBEs to rethink their service strategies. 

CBEs are defined as enterprises created by members of the community acting corporately 

to help alleviate poverty, hunger and all other social, environmental and economic challenges 

facing the community.  The important role CBEs play in providing social services to impoverished 

communities has been well documented (Mohan et al., 2013; Peredo & Chrisman, 2006). Perodo 

and Chrisman (2006) describe the theory CBEs, as a process in which the community acts 

entrepreneurially to create innovation and value. The authors stress that CBEs act as 

intermediaries within the community and operate as social enterprises that produce value within 

its existing structure and build exchange relationships with community members that include 

individual or groups, businesses, government and non-profit organizations. Therefore, CBEs can 
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be viewed as logistics and supply chain social service providers seeking to alleviate social, 

economic and developmental challenges.  

Logistics and supply chain service providers focus on supply chain networks that afford 

value-creating services such as transportation, packaging, warehousing, distribution, and other 

logistics services involved in the collection, consolidation, storage, handling, reloading, tracking, 

and controlling the movement and storage of goods (Persson & Virum, 2001). Social service 

providers are characterized by active members of the community that pull their resources to 

provide donations, assets, facilities and products to help alleviate food insecurity, poverty, 

hunger and all other social, environmental and economic challenges facing the community. 

Beyond looking at receiving products, social service providers now move towards 

delivering services that are aimed at providing better performance in meeting customers’ needs. 

Sphorer and Maglio (2008) define services as providers working together to transform situations. 

Zeithaml, Bitner and Gremler (2010) state that services are deeds, processes, and performances. 

The dissertation follows Vargo and Lusch (2004) definition of service as the application of 

competencies for the benefit of another party in the relationship. The authors’ state that value, 

and value creation are the heart of service and critical to understanding the dynamics of service 

systems and used to furthering service science. From the review of service science research, I 

build on the definition of social services as “a service provided by the community to help those 

in need” (Baugh, 1987).  Therefore, It is apparent that CBEs are social service providers that 

produce, source and deliver value through collaborative establishments that focus on adding 

value to other social services ecosystems as well as the communities that are in need of the 

services (Austin et al., 2006; Michelini & Fiorentino, 2012; Somerville & McElwee, 2011).  
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Correspondingly, I present the social service ecosystems that exists to provide service-for-service 

exchanges and provide value propositions through LSCM within underserved communities. 

 Methodology 

Significantly, systems provide avenues for value-creating transactions. Value-creating 

transactions take place in the interaction and exchange activities between all actors and 

beneficiaries in the supply chain, from end-consumers, suppliers, and service providers. Through 

these systems organizations provide value propositions thorough relationships. To understand 

how CBEs provide value propositions, this research takes into consideration the problems and 

inherent solutions that could arise in the system. Since service systems are known to be complex 

(Chandler & Lusch, 2015; Jaakkola & Alexander, 2014; Patrício, Fisk, & Constantine, 2011), the 

unique ability to understand complex problems in a system can be done through system 

dynamics.  

System dynamics was introduced by Forrester (1958) as a simulation and modeling 

method for decision making analysis. Originally presented for the long-term decision-making 

analysis of industrial management problems, system dynamics modeling has since been used to 

address complex feedback systems such as business, ecological, political, environmental, and 

socio-economic decision-making systems (Dyson & Chang, 2005). As a computer-aided approach, 

system dynamics provides insight into interrelations between different parts of a complex 

system, helps solve complex problems, deals with time, analyzes descriptive or judgmental data, 

focuses on feedback, causal links and influence diagrams, and showcases the importance of 

information sharing (Angerhofer & Angelides, 2000; Holmberg, 2000; Ossimitz & Mrotzek, 2008; 

Stave, 2002). System dynamics is used as a study of information-feedback characteristics that 
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highlights decisions and actions that influence the success of the enterprise (Forrester, 1958; 

Größler et al., 2008). 

The original conception of system dynamics was only a computer simulation 

methodology. However, system dynamics modeling has evolved into both qualitative and 

quantitative modeling of complex systems (Ghadge et al., 2013; Wolstenholme, 1999). Größler, 

Thun, and Milling (2008) suggest that system dynamics as a methodology uses diagrams and 

mathematical equations. Qualitative system dynamics based on casual loops diagrams, indicate 

visual representations with the use of non-simulation modeling. Qualitative models have the 

capability to analyze descriptive and numerical data. Also referred to as systems thinking, the use 

of qualitative system dynamics is said to add value to analyzing and assessing system structures 

(Senge, 1990; Senge & Sterman, 1992). Richardson (1994) and Forrester (1994) denote that 

systems thinking in the field of system dynamics is also known as soft operations research (soft 

OR). Systems thinkers use visual diagrams as depiction of feedback structures within systems. 

Using visual diagrams first the model then undergoes the use of simulation to show the 

associated dynamics (Richmond, 1993). Prior to computer simulation, system thinkers refer to 

the importance of using causal loops and archetypal structures to provide insights into dynamic 

systems (Wolstenholme, 2003). Ghadge et al. (2013) show that systems thinking captures the 

dynamic and complex nature of the system. The authors support the use of systems thinking as 

a dynamic and systematic approach.  

In addition, Holmberg (2000) suggests the insufficient use of systems thinking in supply 

chains. The author states that systems thinking proposes methods for describing and analyzing 

complex problems in varying contexts, especially in dynamic socioeconomic problems. Peck 
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(2005) has suggested that systems thinking has its significance in organizational learning and 

study of inter-organizational networks. Although, used in relation to organizational learning, 

systems thinking faces its limitation in the general systems theory (Caldwell, 2012). However, 

system thinking is presented as a relevant and recent trend in the system dynamics literature 

(Caldwell, 2012; Ghadge et al., 2013; Holmberg, 2000; Kim & Senge, 1994). System thinking 

allows managers to have the ability to visualize and address the feedback loops in a systematic 

relationship. In the field of system dynamics, as part of a systems thinking analysis, the causal 

loop model provides visual representation of describing, analyzing and planning activities within 

a system (Caldwell, 2012). 

System dynamics has been used vastly in the logistics and supply chain arena to provide 

better assumptions about system structures. Moon and Kim (2005) explore how individual 

systems thinking ability influences the supply chain. Ghadge, Dani, Chester, and Kalawsky (2013) 

using a systems approach, provide systems thinking to model supply chain risks. Minegishi and 

Thiel (2000) applied system dynamics in the food supply chain to understand complex logistics 

consequences involved in production and processing practical decisions. Towill (1996) discussed 

how system dynamics can be used to provide insights into behavior and performance within the 

supply chain. The authors evaluate the causal relationships within supply chains. Wilson (2007) 

used system dynamics simulation to model transportation disruptions in a supply chain. 

Angerhofer and Angelides (2000) apply system dynamics approach in supply chain management 

and refer to the method as a computer aided approach for analyzing and solving complex 

problems. Sterman (2001) employed system dynamics and analyzed reverse logistics problems 

observed in supply chains using two case studies. Georgiadis, Vlachos, and Iakovou (2005) 
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provide a system dynamics modeling framework for a multi-echelon food supply chain. Also used 

in operations management, Größler, Thun, and Milling (2008) state that system dynamics is a 

method that can be used to depict, model and simulate dynamic systems, especially in service 

firms.  The authors suggest that system dynamics models can examine social systems structures 

that are characterized by feedback loops, time delays, and cause and effect processes. 

System dynamics has also been applied in the social service context. Größler, Thun, and 

Milling (2008) argue that the system dynamics is a theory about the structure of social systems. 

The authors state that system dynamics provide a method of representation for varying kinds of 

systems. Heaslip, Sharif, and Althonayan (2012) mention there may be difficulties in modeling 

social systems. However, the authors show how vital system dynamics can be in understanding 

humanitarian aid. Wolstenholme (1993) uses the systems thinking framework to understand the 

influence of culture, power and politics on community care systems. Royston, Dost, Townshend, 

and Turner (1999) employ system dynamics in health and social care programs in England. 

Angerhofer and Angelides (2000) quoting the summary of Forrester’s (1994) approach to 

modelling, suggest that system dynamics is applicable to social systems that are characterized 

with non-linear relationships. The authors state that system dynamics is essential in capturing 

feedback, delays and behavior of systems. 

Then again, Forrester (1971) states that the proper use of models of social systems can 

lead to better systems. Forrester mentions that although social systems are more complex to 

understand than technological systems, system dynamics still presents a computer aided 

approach to understanding social programs. Subsequently, Stave (2002) presenting an ecosystem 

dynamics, mentions the applicability of computer simulation models and systems thinking to 
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improve public decisions.  In the social service context, system dynamics can be relevant in 

capturing causal factors, dynamic behavior, decisions and feedback loops as an effective and 

promising solution to dynamically complex problems in the system. 

4.4.1 The Causal Loop Diagram (CLD) 

Größler, Thun, and Milling (2008) state that the central tenet of system dynamics is that 

feedback loops address all social systems. Using CLD as forms of archetypes, the system dynamics 

model offers causal effects and relationship within a systems structure.  CLD have been used as 

a standard system dynamics modeling prior to and after simulation analysis (Homer & Oliva, 

2001). Wolstenholme (1999) mentions that CLD can be used as a stand-alone diagram that is 

intended to provide insight into managerial issues. CLD have been used within the system 

dynamic discipline, specifically within systems thinking to capture hypothesis about causal 

influences and mental models that communicate feedback variables. 

A main attribute of system dynamics, as applied in the social system, is that complex 

behaviors in ongoing exchanges between people, material, finances and information can be 

applied as feedback mechanisms in a causal loop diagram. CLD consists of interlocking sets of key 

variables. In this research, the key building blocks of the social service systems model as people, 

charitable donations, supply chains and logistics services is highlighted. Similarly, CLD uses 

complexities and feedback structures in social systems by incorporating the structures into a 

modeling technique that is used for better visual and improved comprehension (Blair, Boardman, 

& Sauser, 2007; Forrester, 1994). The dissertation presents a system dynamic approach with 

insights into social service ecosystems. 
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The visual comprehension of the research problem allows for an elaborated 

understanding and explanation of the social service ecosystem. The structure of the system in 

system dynamics methodology is exhibited by causal loop (influence) diagrams. CLD highlight 

influences that are either negative (balancing) or positive feedback (reinforcing) loops. The 

positive (reinforcing) feedback loop indicates a positive (+) sign. The positive feedback loop shows 

an increasing effect, while a negative sign (-) shows a decreasing or delayed effect of an outcome. 

Alternatively, a loop with all positive feedbacks is termed a reinforcing loop, while having at least 

one negative feedback is a balancing loop. 

It is important to note that CLD in the first stage is primarily constructed during the model 

development stage. The diagram serves as a preliminary sketch of causal hypotheses in a 

simplified representation of the study. The research uses the representation model to present 

the above-mentioned key building blocks to demonstrate and hypothesize potential disruptions, 

behaviors, and causes that could occur, strategic options that are considered, and possible ways 

services are provided. The model highlights dynamic feedback and the many interactions that 

occur within the system. I refine the causal loop model until it is able to satisfy provisions for 

robustness, clarity and practicality of the data obtained from the case study. These provisions 

help the research ensure the reliability of the mode and its usefulness for evaluating past studies 

and use for future comparisons. 

Recent simulation programs such as I-think©, Powersim©, Stella©, and Vensim©, have 

been used in drawing causal loop diagrams. In this research, I employ the Vensim software to 

capture the causal relationships in the case study. Vensim provides a user friendly interface.  In 

addition the software dynamically visualizes and communicates the causal loops in the complex 
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system. A model is designed based on the causality functions and feedback loop structure of a 

CBE located in North Texas. In the model, three sub-models (key building blocks) are designed to 

capture the causality of the supply chain, logistics services and charitable donation sub-models. 

4.4.2 Research Method and Model Description 

In this next section, I use the view of system dynamics to present a social service 

ecosystem model. A case study approach is selected, as a recommended and suitable research 

design for this research (Eisenhardt, 1989; Yin, 1994; Yin, 1984).  Case studies are an appropriate 

methodology to explore and explain a phenomenon for which little or no empirical data exists 

(Yin, 1994). Sjoberg et al. (1991) state that the case study approach can be appropriate for social 

science inquiries or as a means for providing valid social knowledge. Case studies also enable the 

researcher to gain information and better understanding of aspects of the phenomenon that is 

investigated. In the case study, a triangulated research strategy is used. Tellis (1997) asserted 

that case studies allow triangulation to occur with accumulated data, investigators, theories, and 

even methodologies. Tellis (1997) mentions, by stating Stake, that triangulation ensures accuracy 

and alternative explanations.  Denzin (1978), as cited in Jick (1979) defines triangulation as the 

combination of methodologies used to study a single phenomenon. Jick (1979) also mentions 

that triangulation using multiple and accumulated data allow for validation of the research 

process. Eisenhardt (1989) states that theory building researchers combine multiple data 

collection methods, while inductive researcher may combine between interviews, observation 

and archival sources. The author states that triangulation through multiple data collection 

provides firmer validation of variables.  
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The validation process for this research is fulfilled as described by the multiple and 

accumulated data through unstructured interviews, field data, observation and archival 

information as provided. I also investigated the evaluated learning outcomes by looking for 

consistency. I then addressed established theories and research on relevant literature on service 

systems and system dynamics. External reviewers at a Northern Texas university were solicited 

for better refined and implemented case study protocol. Ideally, through this case study I was 

able to provide detailed description of variables, variable interrelationships, organizational 

contexts, and processes from the data collection methods used (Yin, 1984). 

A single case is suitable when it explores a well-formulated theory with unique aspects of 

the phenomena that have been under researched (Lee & Baskerville, 2003; Yin, 1994). While 

there is criticism on the results on the use of a single case study research as it is applicable in real 

life and provides no basis for generalization, however, Yin (1984) refuted such criticisms by 

indicating that cases studies can expand and generalize theories. Eisenhardt (1991) also purports 

that the number of case studies generally depends on the existing body of knowledge that 

already exists. I therefore follow the four major applications for a case study model as presented 

Yin (1994): (1) to explain complex causal links in a real-life situation. (2) To describe the real-life 

context in which the intervention has occurred, (3) to describe the intervention itself and, (4.) to 

explore those situations in which the intervention being evaluated has no clear set of outcomes. 

This case study approach concerns the role, application and appropriateness of LSCM in 

a community-based social service system. To gain better understanding of the service system, 

the case study was conducted to examine the supply chain and logistics services of a CBE located 

in North Texas. The CBE, DentonS (pseudonym), was selected due to the location, business 
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operations and company structure. This facilitated multiple data collection techniques and 

allowed the research to be conducted with extensive access to data. The data analysis was 

undertaken using different forms of field notes, notes on unstructured interviews and focus 

group meetings with key informants, and access to a variety of archival information on the 

operations of the enterprise. The field and interview notes helped form the framework for 

analyzing archival documents, and by using the case study approach key variables were 

identified. The study clarifies the causal relationships in the social service ecosystem. 

4.4.3 Case Description 

Most early investigations of the service system within impoverished communities paid 

attention to the disservice of adequately meeting the needs of the impoverished. Some accounts 

suggest that social service organizations fall short of coordinating effective services within the 

social system (Provan & Milward, 1995). Therefore, the ineffectiveness of supply chain 

relationships and operations have led to inventory issues, unmet demands and organizational 

silos within the community-based supply chains. Most supply chains in community ventures are 

composed of independent agents such as varying organizations or suppliers, individuals, groups 

that provide charitable goods. Alternatively, no independent agent has the power to enhance the 

supply chain. As such, there is need for supply chain strategies, information sharing and 

coordinated logistics services. However, there is more information asymmetry which is a source 

of inefficiency in the supply chain. With limited information exchange, this results in issues 

coordinating actions in the supply chains. 

Therefore the proposed framework is composed. By forming service systems information 

sharing is increased. These systems increase information flows, reduce uncertainty, and offer a 
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more efficient supply chain. Here value propositions are enabled by suppliers of not only needed 

products but also needed services such as skilled labor, skilled knowledge transfer, and other 

volunteered services that are more cost-effective when meeting demand. In addition, logistics 

services provide propositions for value. That is where suppliers communicate with CBEs and CBEs 

communicate with beneficiaries in meeting the need, other opportunities arise to know how best 

to meet the need cost effectively.  

In this social service ecosystem, value propositions are seen in the link of information 

technology that bridges the gap between suppliers, distributors and end-consumers 

(beneficiaries). Value propositions help organizations to relate with their customers, provide 

better beneficiary solutions which also leads to value co-creation (Prahalad & Ramaswamy, 2004; 

Vargo et al., 2008). The social service systems brings about a network of activities involving and 

linking all independent agents in the systems and even enables the system to effectively interact 

with end-consumers and other systems.  

In this research, I find that DentonS embed value by forming service ecosystems that 

benefit from other service systems. Recall value in S-D logic, results from the exchange of operant 

(operand) resources (Vargo & Lusch, 2004). As an illustration, DentonS lives by four main 

principles: “Our community could work better together to help people get back on their feet”, 

“People in need would have one place to go to find help and answers”; Organizations located in 

one space could share costs and ideas”; “Organizations could save on overhead and offer more 

donation that go to services”. Consequently, value is co-created through mutual efforts of 

DentonS and other organizations, volunteers, end-consumers, and stakeholders in the exchange 

of their resources. Here DentonS acts as an agent of change by controlling and managing supply 



114 

chains to meet needs and co-create value by providing other services beyond the delivery of food 

products to food insecure areas in the community. 

DentonS has a list of services it seeks to provide besides charitable food distribution. The 

organization imprints a logo of a ladder of services and operant resources it seeks to deliver. A 

ladder of services is provided with food being the first foundational donation, then clothing, 

housing, language, healthcare, mental health, social support, emotional, spiritual, parenting 

skills, childcare, education, legal support, transportation, employment then income. In this case, 

DentonS, drives in the notion that a beneficiary coming in contact with the organization not only 

consumes food products but also co-creates value by seeing beyond the value of what is 

consumed. That is to say, beyond just meeting the basic need to feed the hungry with food 

products, exchanges are made, and other resources and services are obtained from the donor 

organizations and are redistributed to the needy community. 

Hence, DentonS builds a network of relationships (with suppliers and end-customers) by 

collecting, and distributing the needed food, healthcare and other resourceful goods and services 

to the given communities and also transforming these products and services into the co-creation 

of value. By building relationships with the end-customers, beyond feeding the hungry, DentonS 

is also able to allow end-customers to contribute their own skills and services and gain access to 

attaining self-sufficiency. In most situations, the CBE as a beneficiary uses donated services to co-

create an indirect link to other skills and knowledge (operand resources) available from and to 

the end-consumer. For example, by engaging other organizations and suppliers in the 

community, DentonS is able to gain access to finances, facilities, knowledge and skills 

(volunteers), and paid access to other range of products and services at lower rates. However, 
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with proper collaboration and shared information with these suppliers and donors, processes are 

then properly defined, there is an integration of the processes and the organization is able to 

control, monitor and offer efficient distribution of these services as provided. 

Another value creation opportunity that is observed in the case of the firm as a beneficiary 

is that in order to recreate value, DentonS is able to take the donations, time money and skills 

and in turn create other services-for-service opportunities in a range of other services. The 

organization is then able to provide services to the underserved communities by using the 

products, services and operand resources that is available. Through the available operand 

resources, DentonS is able to provide healthcare, education (tutoring, training, awareness 

classes), cultural and community activities, youth development, recreation, and other human 

services such as immediate shelters and homes, limited day care centers and feeding centers 

besides delivering the products. Therefore, through the establishment of the social service 

systems, DentonS is able to have different functions available to all beneficiaries in the system. 

Results of this cause study show the principal links to value propositions, value creation and co-

creation. 

4.4.4 Case Findings 

Results support the development of the causal loop diagram by taking into consideration 

the supply chain decisions, behaviors that influence other decisions and policies for DentonS. The 

entire diagram includes all system variables and feedback loops as exhibited in figure 10. To 

introduce the final model I build on the three main components of the social service ecosystem: 

supply chain, logistics services and charitable donations. 
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4.4.4.1 Supply Chain 

The research does not focus on a particular supplier, however the organization had ample 

of supply organizations ranging from healthcare clinics, banks, government resources (Denton 

county community-based department), and individuals including North Texas residents, and 

skilled professionals (academics and professors in the two main universities located in North 

Texas, and IT professionals from local business organizations). DentonS selected certain members 

of the community to form their supply chain by how the members were willing to collaborate 

with the organizations. For example, in order attract long-term commitment to the community-

based venture; DentonS had preplanning strategies to help generate income by having the donor 

organizations form partnerships by renting out office space in the DentonS location or to 

markdown prices of products and services. This strategy also enabled the DentonS to have 

entrepreneurial opportunities that offer potential solutions beyond receiving donations. 

Similarly, the social service supply chain also recognized the need for information systems 

within the supply chain. While a fundamental challenge for DentonS was to have proper 

information systems that would capture social aspects of the operations and help make quality 

decision and increase performance. The organization also recognized the need to capture 

transparency (within and externally) to properly deliver both services and products as well as 

reduce disconnection within the supply chain. Thereby building trust, which in turn increases the 

performance of the organization. However, it was noted that as trust increases, leading to quality 

decision making and more transparency in the supply chain, this leads to the increased 

preparation for delivery of the donated products also increases the need for other charitable 
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resources and skills. Figure 7 highlights the complex system dynamics of the social service supply 

chains. 

Figure 7: Causal loop diagram of the supply chain decisions and feedback 

4.4.4.2 Logistics Services 

As DentonS prepares for delivery of donated products, the CLD in figure 8 shows how 

logistics services allow the distribution of information, products and services from the supply line 

influences waste, capacity and shortages while meeting demand. By increasing order fulfillment 

and reducing shortages in the supply chain, the CLD shows selected feedback loops that influence 

the transportation capacities that should be reinforced to meet a desired rate in meeting 

demand. When considering time constraints and vehicle capacity the diagram show how errors 

should be avoided by increasing capacity planning in the distribution centers. In addition, errors 



118 

 

are estimated by given the wrong kinds of food products to the wrong end-consumer, thereby 

reducing fulfillment and increasing waste. Therefore, with proper relationships building in the 

service systems, and gaining access to transparent information sharing errors are reduced which 

in turn affects meeting consumer demands. For example, giving whole wheat bread to a gluten 

tolerant customer. Thus, it is suggested that DentonS uses proper inventory management, 

distribution and transportation management tools to increase meeting demand, and providing 

other services like fulfilling the customer requests at the proper time.  

 

Figure 8: Causal loop of value adding logistics services 
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4.4.4.3 Charitable donation  

As a continuation from the supply chain loop, donations are needed based on the 

resources available, which in turn reduces the impoverished situation, and meets demand. Here, 

donations are received by the DentonS such as food products, skilled labor, and other services 

that are supplied. The causal loops depicts how the charitable donations works similarly to the 

supply chain loop. As need for resources are triggered by the preparation for logistics delivery, 

DentonS strategically seeks out ways to increase public awareness to reduce the impoverished 

situation as well as meet their demand for skilled labor and volunteers that will also contribute 

their skills and knowledge beyond food donations.  

  

Figure 9: Casual loop for charitable donations meeting demand 

As a service-for-service exchange, DentonS built a strategy that highlights two main 

propositions. (1) By meeting the public demand and building relationships with the community, 

the organization is able to determine what exactly is needed by the end-consumers, then they 
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seek to meet the need but also seek to find out other ways to serve each individual end-

consumer. For example, if they had food products for a given period. They would announce it to 

the community. Then a certain individual, Martin (pseudonym) came in hungry, DentonS will 

build a relationship with the client by getting his information, how frequent Martin came to get 

the food product, and what other attributes of need Martin has. By gaining the information about 

Martin, DentonS will then know what other resource was required and seek to meet the need. 

(2) By finding out what Martin needs, such an employment from being in the impoverished 

situation and having no access to food. DentonS will determine what skills and knowledge Martin 

had and connect Martin to the right organization to help him attain employment, such as job 

training, resume writing, and or education programs and attain forms of certifications. Then as 

Martin becomes more self-sufficient, Martin is also given the opportunity to volunteer those skills 

and knowledge. As services are delivered, and volunteers and staff donate their skilled labor, 

opportunities are provided for volunteers and staff to provide innovative processes for DentonS 

with either a donated service or a reduced rate service that could add value to the community. 

To highlight some of the strengths and opportunities captured in the social service ecosystem, 

table 5, shows the SWOT analysis of adding value in the underserved community. 

 Conclusion 

By drawing on the general theory of service-dominant (S-D) logic, the research highlights 

the importance of networks of suppliers, donations and logistics services as critical elements of 

social service ecosystems. This research validates the theory of S-D logic and system dynamics 

into the community-based social service context. With the S-D logic perspective, this research 

shows how social service organizations can enhance their services in meeting particular needs 
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through service-for-service operations. As suppliers provide value propositions, value creation 

and co-creation is evident in how well service-for-service operations meet customer goals and 

needs (Chandler & Lusch, 2015; Vargo & Lusch, 2008). The case study supports that suppliers, 

CBEs, and end-customers use their resources to provide value offerings that benefit the 

impoverished community. Importantly, service-for-service propel the use of other service 

systems by influencing the behaviors of stakeholders within the underserved community. I 

therefore, present the community-based social service ecosystem dynamics model.  

Table 5. SWOT of Social Service Ecosystems 

STRENGTHS: IMPORTANT INITIATIVES 

Involvement of other organizations 

 Encourage Committee members 

 Establish strong memberships 

OPPORTUNITIES: LEVERAGING COMMUNITY LEARNING 

People are important 

 Donated skills and knowledge 

 People served can provide other services  
Supply Chains with other organizations and systems 

 Collaboration is emphasized  

 Reliance on other organizations 

 Relational Relationships 

 Information systems (Extended Enterprise systems) is needed 
o Shared and Innovative Information systems (social methods/components) 

Logistics services are imperative 

 Efficient, valuable service delivery via transportation, inventory and distribution 
management 

WEAKNESSES: UNCLEAR PRIORITIES 

 Decision Making: Blending different values, missions and visions 

 Costs and time understanding service systems 

 Investing in shared information systems 

THREATS 

 Misunderstanding of mission, goals and visions  

 Functional / Organizational Silos 

 Information asymmetry 
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Considering that system dynamics is known to provide theory on how behavior is created 

in social systems (Lane & Smart, 1996), I present a system dynamics model using a case study 

that captures effective policies and key variables for strategic decision-making problems in the 

social system.  The challenge for decision-making and social service activities in the system 

highlights that the increasing need to develop dynamic capabilities for community-based social 

service systems is warranted (Flint et al., 2005). In this research, I identified as people, 

organizations and communities that have useful and practical knowledge in the context of 

delivering and transforming services to underserved communities. 

By adopting a dynamic systems and S-D logic approach, the research shifts the focus from 

only donated goods to the logistics and supply chain services perspective. This provides an 

interpretation of the structure and dynamics of a community-based social service ecosystem 

model. Few companies regularly display graphical information on performance or dynamic 

behavior in a system, which may help provide strategies for subsequent management action. This 

system dynamics model offers a descriptive view of a social service system and provides better 

understanding of the important underlying system influences on behavior. As such, the system 

dynamic approach appears to be complementary in providing the feedback processes and 

detailed relationships in modelling key services and causal relationships in the social service 

ecosystem. Moreover, the dynamic model as conceptual model can be useful in understanding, 

analyzing and assessing options to collaborate with social models for all organizations looking to 

create and co-create value within their communities. 

The research model provides a holistic view on behavioral actions and their implication 

for managerial strategies (Rodrigues & Bowers, 1996). The model serves as a managerial tool to 
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determine critical services and roles of suppliers and donors, facilitate value activities, and 

optimize resource utilization within social service systems. The systemic nature of value 

propositions, value creation and value co-creation strategies are important for managers, both 

for managers within CBEs and corporate socially responsible managers in other for-profit and 

government organizations. The systematic view can help managers to understand how social 

service ventures create public awareness and provide better offerings for meeting consumer 

demands in impoverished communities. By using this systems representation, organizations 

could look at the demand, supply lines, distribution management, order fulfillment processes, 

shipment of goods to meet customers demand, and how to overemphasize demand for skilled 

labor in social ventures. Perhaps this would improve the operations and performance of the 

supply chain as compared to disconnection within the supply chain.  

This systems model analyzes the supply of food products; however, other products 

besides food such as healthcare products could be analyzed. The developed model can also be 

further analyzed in other community-based supply chain scenarios to test its applicability. Future 

researchers should perform empirical research to validate the model. Specifically, questions 

remain about the causality effects. A detailed simulation modelling can be used to provide 

quantitative analysis. By using simulation modelling, the effect will allow for testing the model 

and draw possible interferences that may not be captured in the visual qualitative model (Homer 

& Oliva, 2001). 

Limitations exist with any research. The paper is limited in providing quantitative methods 

to analyze the data. However, by providing acumen via the casual loop diagram to specifically 

look into each variable and see their cause and effect relationships the research addresses many 
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of the issues and complex nature found in the system. However, with quantitative limitations, 

the research highlights the opportunities found in a system. The research displays the need for 

information systems, supply chain strategies, logistics services and service-for-service exchanges 

in social service systems. I recognize the scale of this research is broad and needs further 

development. Considering the data generated from the number of interviews conducted, from 

observations and the single case study being constrained to the Denton area, future research can 

investigate other North Texas cities, states and global context. Notwithstanding, I present a 

system dynamics model, with an S-D logic approach that offers a decision-making tool for 

community-based social service ventures, see figure 10. The research has the potential to 

encourage value in the social service eco-system, highlight the quintessential services needed in 

the impoverished communities as well as show the need for efficient logistics and supply chain 

management strategies.   
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Figure 10: Causal loop model for the social service ecosystem 
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CONTEXTUALIZATION OF RELATIONAL CONNECTEDNESS IN RELATIONSHIP MARKETING 

 Abstract 

Relationship Marketing is widely used in research to understand customer–organization 

relationships. Within the social service context, this study aims to contextualize a structural 

model that provides new theoretical insights into Relationship Marketing (RM).  The authors 

investigate the relational connectedness construct not previously investigated in relationship 

marketing. The RM construct proves an important characteristic of building successful end-

consumer relationships in the social service contexts. An examination of Faith Based 

Organizations (FBOs) as social service structures supports the existence of the relational 

connectedness construct in understanding commitment and the future intentions of 

relationships. This study examines how customers interact with a service-based organization. 

Hypotheses are tested using a sample of 585 survey responses collected from a Southwestern 

FBO. The results suggest that relational connectedness significantly contributes to the 

overarching commitment and future intention constructs in the social service context. This 

empirical study provides greater insight into the RM process with the relational connectedness 

construct and its influence on commitment and future intentions in this market segment. A 

summary of findings, implications and limitations are discussed. 
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 Introduction 

Relationship Marketing (RM) is a key theory for developing, building and managing 

customer loyalty, commitment, and long—term customer relationships. Unfortunately RM 

research has had mixed results (Arnett et al., 2003; Berry, 1995; Evans & Laskin, 1994; Sheth & 

Parvatiyar, 1995; Zablah, Bellenger, & Johnston, 2004a, 2004b).  Evans and Laskin (1994) state 

that relationship marketing is a complex concept with no clear definition. Peterson 

(1995)mentions how past research presents a controversial viewpoint of relationship marketing. 

The author cites past research that provides different definitions of relationship marketing. Berry 

(1995, 2002) states that past literature have failed to capture how consumers are retained in the 

service context. While few research focus on RM in supply chains, research have investigated RM 

in distribution channels (Nevin, 1995). Another controversy is seen as Arnett, German and Hunt 

(2003) provides the absence of RM in the social context. Woisetchlager, Lentx and Evanshitxky 

(2011) contribute to literature by investing the scarce evidence of RM in social ties compared to 

the economic context. Consequently, with evolving definitions and applications, RM has mostly 

been used in economic settings compared to the social service context.  

Following the research gap within the social service context, humanitarian social services, 

especially using community based approaches, rarely focus on RM strategies (Kovács & Spens, 

2011a). Considering that CBSSOs are now interested in forming humanitarian supply chains that 

provide beneficial relational services to end-consumers. Community-based approaches in the 

humanitarian aid context are of growing interests in research (Kovács et al., 2010; Kovács & 

Spens, 2011b). However, FBOs as humanitarian social service organizations are faced with 

problems of marketing to end-consumers (Bloom & Novelli, 1981). This research therefore 
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provides that, RM makes implications for how CBSSOs can implement strategies into relating to 

end-consumers. RM is a marketing strategy can facilitate how CBSSOs can provide better services 

to end-consumers.  

Overall, research shows that firms with improved RM processes have better 

organizational performance (Keramati, Mehrabi, & Mojir, 2010). RM is a foundational theory for 

maintaining and managing customers of an organization (Lewin & Johnston, 1997; Möller & 

Halinen, 2000). RM has mostly been used to understand, build, and manage ongoing exchanges 

in a variety of applications (Morgan & Hunt, 1994; Reinartz, Krafft, & Hoyer, 2004). These ongoing 

exchanges range from relational (committed, personal, and long-term) to transactional (one-

time, impersonal) exchanges with the organization (Lambe, Spekman, & Hunt, 2000). RM is 

described as a means to understand relational ongoing exchanges with focus on customer’s 

needs and wants by placing focus on the customer (Brink & Berndt, 2008).  

RM has roots as a marketing concept (Brink & Berndt, 2008). While relationship marketing 

may derive streams of research in the marketing arena (Morgan & Hunt, 1994), past research 

have also looked at the management of customer relationships, also known as Customer 

Relationship Management (CRM). Gronroos (1990) states that relationship marketing can also be 

labeled as relationship building and relationship management.  Brink and Berndt (2008) state 

that CRM is the implementation of RM. CRM in varying studies focuses on customer relationships 

from perspectives of strategies (Reimann, Schilke, & Thomas, 2010), operations management 

(Cristiano, Liker, & White, 2000), information technology (Brink & Berndt, 2008; Lindgreen, 

Palmer, Vanhamme, & Wouters, 2006), and accounting. Alternatively, research that have focused 

on the fundamentals of customer relationships transcends marketing literature. Steel, Dubelaar, 
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and Ewing, (2013) mention that CRM promises increased customer loyalty, customer satisfaction 

and customer retention. Prior studies have viewed CRM as a means to manage customers as firm 

assets (Reimann et al., 2010). Other researchers used CRM as a customer profitability 

measurement and an enhanced marketing accountability measure (Holm, Kumar, & Rohde, 2012; 

Johnson, Clark, & Barczak, 2012). In some situations, CRM is also used only as a technological tool 

with a focus on consumers (Lindgreen et al., 2006).  Zablah, Bellnger and Johnston (2004b) 

provide a detailed description of the many definitions of CRM. In overview, a focus of RM is 

perceived in many ways, including as a management philosophy, strategy, service, capability and 

technology.  

This research focuses on the social service perspectives of an organization. In the social 

service arena, as community-based social service organizations (CBBSOs) seek to determine 

strategies that go beyond attracting consumers, into ways of maintaining, managing and 

retaining customers, RM proposes how to achieve the strategies. Berry (1995), citing prior work, 

defines RM as "attracting, maintaining and enhancing customer relationships in multi-service 

organizations. Gronroos (1990) states that relationship marketing from the service perspective, 

can be applied to all service firms including the social service context. First, Gronroos defines 

marketing as a service to establish, maintain and enhance customer relationships. Second, the 

author puts focus on how service can be applied to maintain and strengthen exchange 

relationships. In the social service context, Gronroos application of RM suggests how social 

service organizations can apply RM as a means to build, manage, and maintain end-consumers 

based on the services they provide.  
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The dissertation proposes to remove some of the ambiguity surrounding RM in the social 

service context by studying relational exchanges in a Faith Based organizations (FBO). Also 

referred to as community-based social service organizations, FBOs represent a sample rich in 

relational elements that are central to the organizational success, thus representing a relevant 

context for RM research (Bielefeld & Cleveland, 2013). However, the social service organizations 

fail to implement social strategies through marketing to end-consumers (Andreasen, 2002, 2003; 

Bloom & Novelli, 1981). The research uses an FBO as a unit of analysis to provide three main 

research contributions. (1) The research extends the RM literature to the social service and 

humanitarian context by showcasing how social aspects of a relationship can provide 

organizational success. (2) I provide for the contextualization and validation of the relational 

connectedness construct and its antecedents into the RM literature. (3) The research supports a 

new theoretical model into social marketing, supply chain management arena, and the 

humanitarian and community-based social service context.  

The study of social service organizations provides an understanding of the trust, faith, 

commitment, satisfaction and relational connectedness constructs, and how relationships and 

religious identities can be maintained and strengthened with individuals and with groups. 

Therefore, it provides an important context for enhancing the understanding of relationships in 

social science and marketing research. The empirical results are obtained by comparing the 

relational model of Garbarino and Johnson (1999) with an alternative model by Randall, Gravier, 

and  Prybutok (2011) that incorporates relational connectedness and its antecedents. This study 

compares the two models, and examines the usefulness of the application of the relational 

connectedness construct to theory and the social service context.  
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This study provides managerial insights to practitioners that should help managers 

focusing in social service settings and corporate social responsibilities to understand the 

components and the role of the relational connectedness in enhancing customer relationships. 

Managers of community based and humanitarian aid ventures can focus on relationship 

marketing as means to attract, maintain and manage end-consumers through the services 

provided.   This paper is organized as follows. The next section focusses on FBOs as a rich context 

on social service relationships. I then present the theoretical framework along with the 

conceptualization of the constructs involved. Next, I introduce the research model and the 

hypotheses. I describe the research methodology used, including measurement instruments and 

data collection. Following, I provide the data analysis.  The chapter concludes with a discussion 

of findings, including implications, limitations and directions for future research. 

Literature Review and Constructs 

At the local level, FBOs are thriving social service organizations that provide spiritual 

renewal, religious, and social services to their communities (Galaskiewicz et al., 2006). Bielefield 

and Cleaveland (2013) mention that religious organizations provide significant social services 

comparable to business organizations. The authors state that FBOs can primarily be considered 

primary social service providers in smaller communities. Also considered as CBBSOs, FBOs have 

the potential to improve service delivery in the social services arena (Asomugha et al., 2011; 

Bielefeld & Cleveland, 2013; Ebaugh et al., 2003; Galaskiewicz et al., 2006; Lewis, 2003; 

Parboteeah et al., 2015). 

Research has shown that FBOs provide fertile ground for discovering new relationship 

phenomena (Asomugha et al., 2011; Drucker, 1990a; Drucker, 1990b; Drucker & Drucker, 2004). 
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FBOs provide important implications for the business context (Parboteeah et al., 2015). Based on 

the research available, this paper builds on the notion that FBOs:  

 Offer more effective social services compared to business organizations 

 Afford flexible services involving relational programs 

 Thrive as primary social service providers in smaller communities 

 Form supply chain networks to provide social services 

 Provide fertile ground for discovering new relationship phenomena  

Social service organizations support the contextual relevance of the relational 

connectedness construct (Randall et al., 2011). Relevant to FBOs, these organizations are able to 

build and facilitate interaction quality and satisfying customer relationships over the 

relationship’s duration using RM.  Specific dimensions of FBOs provide valuable insights into how 

loyal beneficiaries interact within organizations. Relational exchanges and loyalty are some of the 

important research areas within the realm of FBOs that have established constructs essential to 

the social service context, including trust, faith, commitment, satisfaction and now, relational 

connectedness. Research shows that successful relational exchanges are associated with greater 

customer loyalty and, in turn, increased value. Garbarino and Johnson (1999) showed how the 

voluntary attachment of the customer, rather than the actions of a non-profit organization, 

determine the nature of the relationship. When the customer desires a relationship—as is usually 

the case with FBOs—high cost, and intense relational exchange techniques are not necessary to 

maintain these relationships.  
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Garbarino and Johnson (1999) found that certain customers desire relational exchanges, 

and for these customers, trust and commitment are key to future behavioral intention. The 

authors investigated the impact of transactional versus relational exchange on customer 

satisfaction with non-profit theater production.  This study extends both the Garbarino and 

Johnson model, and the model developed by Randall, Gravier, and Prybutok (2011). Randall, 

Gravier and Prybutok examined trust in non-profits and the development of the relational 

connectedness construct. The outcome of their theoretical, qualitative and quantitative 

examination is the validation of the introduced construct—relational connectedness—that 

serves as an antecedent to relational orientation. Relational connectedness is defined as the 

desire to be associated with an organization, its employees and other customers. The construct 

evolves from prior constructs that attempted to predict customer behavior toward a service 

provider such as involvement (Petty, Cacioppo, & Schumann, 1983) and involvement and loyalty 

(DeWitt, Nguyen, & Marshall, 2008). Several hypotheses were previously developed and tested 

to show that satisfaction influences relational connectedness, which in turn influences trust, 

commitment, and future intention (Randall et al., 2011). 

The past decade has seen numerous studies evaluate trust, commitment, future 

behavioral intention, component level satisfaction, overall satisfaction, and the role of 

relationships (Cronin & Taylor, 1994; Fournier & Mick, 1999; Garbarino & Johnson, 1999; Morgan 

& Hunt, 1994; Parasuraman, Zeithaml, & Berry, 1988; Parasuraman, Zeithaml, & Berry, 1994; 

Randall et al., 2011; Zeithaml, Berry, & Parasuraman, 1996). These constructs are important to 

RM with measurable influences of trust, commitment, and satisfaction on the future behavioral 

intentions of the customer with regard to continuing the relationship. The next sections explore 
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the relationship between each of these previously studied constructs and the proposed relational 

connectedness construct. 

5.3.1 Future Intention 

This study builds on previous relationship research suggesting that future intangible and 

tangible elements of service experience impacts future behavioral intention (Garbarino & 

Johnson, 1999). The research uses behavioral intention and future intention interchangeably. 

Zeithaml, et al. (1996) suggested a link between future intentions and service quality, which 

influences whether customers remain or defect from the organization.  They propose that 

customers provide detectable signals that indicate future intention. When these signals are 

ignored they result  in the financial consequences of defection (Zeithaml et al., 1996). They 

further posit that firms better able to identify signals indicating dissatisfaction and future 

defection are better able to mitigate against such behaviors (Zeithaml et al., 1996). For the firm, 

future intention can play a powerful role in providing competitive advantage (Qin & Prybutok, 

2012). Within the context of this investigation, I build on previous relationship research 

(Garbarino & Johnson, 1999) to suggest that future intention encompasses loyalty, intention to 

increase giving, increased volunteer activities, and increased overall involvement while remaining 

in the organization. 

5.3.2 Trust 

Trust exists when confidence, and the exchange partner’s reliability and integrity are 

evident in the relationship (Morgan and Hunt, 1994). Morgan and Hunt (1994) conceived trust as 

an internal attitude or belief essential to an individual’s psychological state. Therefore, trust is 

likely to play a mediating role in future intentions (Garbarino & Johnson, 1999; Morgan & Hunt, 
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1994). Evidence shows that an incomplete understanding of trust influences relational intentions. 

For example, Tax, Brown, and Chandrashekaran (1998) found that dissatisfaction quickly erodes 

trust, although customers may choose to continue the relationship for a period of time. They 

reported that the effect of dissatisfaction is diminished not by trust in the organization, nor by 

commitment, but rather by expecting future benefits based upon past encounters within the 

organization, suggesting a set of constructs and their relationship to trust (Tax et al., 1998).  

5.3.3 Commitment 

Service research incorporates accurate definitions of commitment from organizational 

psychology as presented in the seminal work of Meyer, Allen, and Smith (1991). Commitment is 

the emotional attachment of the customer to the organization (Fullerton, 2003). Commitment in 

a RM context encompasses those intangible relationship elements that represents significant 

switching costs to the customer and the organization. Central to the social service organization 

is the idea of normative commitment which results when the customer feels obligated to 

continue the relationship (Bansal, Irving, & Taylor, 2004; Bassous, 2015).  

In organizational psychology, all three forms of commitment provide a more complete 

picture of individual psychological states. The most popular conceptualization of commitment is 

largely limited to affective commitment, which involves a partner believing that the exchange is 

worth expending the effort to maintain (Morgan & Hunt, 1994). The seminal works of Garbarino 

and Johnson (1999), and Morgan and Hunt (1994) describe commitment as having a mediating 

role with regard to future intention. This conceptualizations of commitment describes internal 

and individual motivational states that reflect the ideas of Moorman, Zaltman, and Deshpande 
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(1992). Research suggests that commitment is an enduring desire, and a willingness to work at 

maintaining relationships. 

5.3.4 Overall Satisfaction 

Garbarino and Johnson (1999) considered several components of satisfaction to include 

(1) a definition of satisfaction as an evaluation and perception of quality and skill. (2) A view of 

satisfaction as a core service of the organization. (3)  A conviction that satisfaction is influenced 

by the physical settings and attitudes of the organizations, (4) and a view that familiarity results 

when both transactional and relational customers are satisfied. A further examination of 

familiarity reveals that transactional customers are satisfied with seeing the same organizational 

individuals over a period, whereas relational customers experience additional satisfaction by 

personally knowing individuals in the organization.  

5.3.5 Relational Connectedness 

Randall, Gravier, and Prybutok (2011) present findings related to the relational 

connectedness construct that determined that  (1) relational connectedness has qualities similar 

to commitment and trust; (2) that relational connectedness arises from a perspective of 

customers in a relational organization; (3) that relational connectedness, coupled with trust and 

commitment, are effective predictors of future intention in a relational organization. Their 

research suggested that relational connectedness incorporates the social dimension of a 

relationship, and embodies the desire to be associated with an organization. Their investigation 

confirmed that having a sense of connection may make customers loyal to the organization with 

few ties to inner values or beliefs, and a lack of connection may drive the customers away from 

an organization that would otherwise appear to provide a perfect fit. 
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Relational connectedness describes a psychological construct that focuses on the social 

interaction between the service provider and its customers (Randall et al., 2011). Experiencing a 

service may only last a short time, but connection provides a means of perpetuating positive 

feelings of familiarity with the organization. These positive feelings include appreciation for being 

associated with the organization.  

 Research Methodology  

In order to build and test our research model, I have conducted an empirical field study, 

a research method widely used in previous studies. The data was collected using a survey 

questionnaire instrument, and the data analysis was performed using the Structural Equations 

Modeling (SEM) method, which allows for confirmatory factor analysis, efficient estimation of 

multiple regression equations simultaneously, accounts for measurement errors associated with 

scales, and provides an effective mechanism for the evaluation of different competing models.   

5.4.1 Measurement Instruments 

Assessing the validity of measures established for this study originated from qualitative 

research summarized in table 6. Several established and reliable scales were used to create final 

survey items for each of the dimensions used in this study. This is similar to the multi-phased 

procedures used in prior marketing studies (Dillman, 2000; Jaworski & Kohli, 1993; Kohli & 

Jaworski, 1990).  

The selected measures that emphasize the relationship between satisfaction, trust and 

commitment are well established (Garbarino & Johnson, 1999; Morgan & Hunt, 1994). Morgan 

and Hunt (1994) provide widely-used constructs for trust and commitment. Parasuraman, 
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Zeithaml, and Berry (1988; 1994) and Cronin and Taylor (1992) used theory and scale 

development to establish service quality measures.  Zeithaml, Berry and Parasuraman (1996) 

provided constructs for examining future intention. In order to assess content validity, a pilot 

survey was developed incorporating the constructs identified in the literature review (Dillman, 

2000). To assess content validity, marketing faculty and doctoral students at a southwestern 

university reviewed the instrument containing questions measuring satisfaction, relational 

connectedness, trust, commitment, future intention, and several demographic variables. Faculty 

members and other reviewers determined adequate adaptation of measures for these constructs 

in the instrument.  

Table 6. Summary of Qualitative Research and Scale Development 

Discriminant 
Validity 

Pilot Survey 
Sample: Conducted in a church located in the Southwestern United States 
3000 active members – named one of the fastest growing churches in 2004 and 
2005. 
Initial 1500 questionnaires 
Contained open ended and multiple choice questions 
432 useable responses 
Analysis: 
Cronbach alpha for relational connectedness construct resulted in Cronbach 
alpha > 0.9 and Varimax rotation > 0.8 

Content 
Validity 

Expert Review from University Department of Marketing 
Marketing faculty and doctoral students. Expert marketing group reviewed 
pilot survey items for clarity and appropriateness. Reviewed survey for 
readability and understandability. 
Ensured adaptation of measuring constructs: 
Satisfaction 
Relational connectedness 
Trust 
Commitment 
Future intention 
Demographic variables 

(table continues) 
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(continued)   

Hypothetical 
relationships 
formed 

Hypothesis 1: A model that includes relational connectedness will outperform 
the same model without relational connectedness. 
Hypothesis 2a: There is a positive relationship between relational 
connectedness and trust in the organization. 
Hypothesis 2b: There is a positive relationship between relational 
connectedness and commitment to the organization. 
Hypothesis 2c: There is a positive relationship between relational 
connectedness and future intention. 
Hypothesis 3: There is a non-significant relationship between component 
attitudes (speaker satisfaction, message satisfaction, music satisfaction, 
support program satisfaction, children’s program satisfaction, and facility 
attitudes) and relational connectedness. 

Final Survey 48 items, 11 latent constructs 
24 items – capture 6 exogenous constructs 
Additional 24 items capture 5 endogenous constructs.  
7-points Likert scale.  
1650 questionnaires distributed 
1064 returned with 64% satisfactory response rate 
31 returned blank 
436 returned 95% filled 
12 filled out by individuals <18 years of age 
585 responses were usable 

A pilot study was conducted and examination of the 432 usable responses showed that 

all constructs performed reasonably well. The constructs dealing with relational connectedness 

had a Cronbach’s alpha score greater than .9 and factor loadings using principal component and 

Varimax rotation greater than .8 (Hair, Anderson, Tatham, & Black, 2005) were retained. The pilot 

study provided insights that were useful in finalizing the refined instrument (Dillman, 2000; 

Jaworski & Kohli, 1993), and leading to the proposed hypothetical relationships summarized in 

the section below.   

5.4.2 Hypotheses 

Morgan and Hunt (1994) and Garbarino and Johnson (1999) demonstrated that 

customers with strong relationships have higher levels of trust and commitment. Building on the 
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idea that relationships (e.g., RM) should influence trust, commitment, and satisfaction, this 

research suggests that: (1) there is something in the nature of the relationship that must be 

distinct in the minds of the customers. (2) There should logically be a psychometric method to 

measure the construct. (3) The measurement will improve the explanatory power of traditional 

models of relational exchange. (4) The construct should improve the explanatory power of trust 

and commitment on future intentions; and (5) this type of service should not have a significant 

impact on the new construct.  These led to the development of our research hypotheses. 

To determine whether relational connectedness contributes to a superior model of 

relational exchanges, this research contextualized Gabarino and Johnson’s (1999) theoretical 

model and modified it with the addition of the relational connectedness construct, drawn from 

Randall, Gravier, and Prybutok (2011). The study then compares the tradeoff between parsimony 

and the additional explanatory power resulting from the inclusion of the additional construct. As 

a result, our first research hypothesis is: 

Hypothesis 1: A model that includes relational connectedness will outperform the same model 

without relational connectedness. 

With regard to the influence of relational connectedness on other traditional relational 

exchange constructs, the past findings in the literature indicate that a relational construct 

encompasses social dimensions and bolsters the influence of trust and commitment on future 

intention.  Therefore, I propose two additional hypotheses: 

Hypothesis 2a: There is a positive relationship between relational connectedness and trust in the 

organization. 
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Hypothesis 2b: There is a positive relationship between relational connectedness and 

commitment to the organization. 

Additionally, evidence indicates that even when trust and commitment is low, history of 

expectations in a relationship is often sufficient for customers to perpetuate a relational 

exchange.  This leads us to an additional research hypothesis: 

Hypothesis 2c: There is a positive relationship between relational connectedness and future 

intention. 

Relational connectedness should not depend on the type of service involved.  It should 

be a construct dependent on the social experience and context in which the service is provided, 

rather than the specific type of service. I then hypothesize 

Hypothesis 3: There is a non-significant relationship between component attitudes (speaker 

satisfaction, message satisfaction, music satisfaction, support program satisfaction, children’s 

program satisfaction, and facility attitudes) and relational connectedness. 

5.4.3 Data Collection 

The research hypotheses in this study were tested using data collected from a 

Southwestern Faith Based Organization (FBO). The organization proved to be ideal for studying 

the variables of interest presented in both the pilot survey and final survey instruments. After 

revisions resulting from the pilot study, the final survey analyzed 48 items to capture the 11 latent 

constructs shown in table 7. Twenty-four items captured the six exogenous constructs and 

additional twenty-four items captured the five endogenous constructs. The exogenous 

satisfaction attributes drawn from previous studies dealt with service quality and audience 



142 

 

studies (Cronin & Taylor, 1992; Garbarino & Johnson, 1999; Landrum & Prybutok, 2004). The 

endogenous constructs were adapted from sources dealing with similar studies (Garbarino & 

Johnson, 1999; Paswan & Troy, 2004) or similar constructs (Morgan & Hunt, 1994). Survey 

responses were collected using a seven point Likert scale. 

The six exogenous constructs dealt with the previously defined aspects of satisfaction. 

The endogenous variables  from the contextualization of the Garbarino and Johnson (1999) 

model to the FBO environment included: trust, commitment, future intention and overall 

satisfaction. Similarly, the research modelled four endogenous constructs from the Garbarino 

and Johnson model, replacing the overall satisfaction construct with relational connectedness. 

Of the 1650 questionnaires handed out during a service at the FBO, 585 questionnaires were 

completed by eligible participants.  A total of 585 responses (response rate of 55%) were deemed 

useable (Dillman, 2000). The organizational leadership selected a weekend for data collection 

that would provide a sample representative of the general population, avoiding weekends with 

abnormally high attendance due to a religious holiday, or abnormally low attendance due to a 

national holiday requiring travel.  

5.4.4 Analysis and Results 

5.4.4.1 Measurement Model Validation 

This research study uses SEM, and the measurement model validation is performed 

during the confirmatory factor analysis phase. The indicator variables of a construct should 

converge or share a high proportion of variance in common. The convergent validity is 

established based on factor loadings, average variance extracted (2003) and reliability.  
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Seven out of an initial forty-eight items were deleted based on low loading or a high 

correlation with existing items in the measure purification process  (Hair et al., 2005). As shown 

in table 7, the Cronbach’s alpha of the final set of scale items ranged from .712 for trust to .966 

for satisfaction with music, supporting acceptable levels of reliability (Nunnally, 1978). 

Additionally, all  items loaded on their designated factor at above .5 with most above .8, (with 

cross loadings below .3) which supports convergent and discriminant validity   (Dillman, 2000; 

Hair et al., 2005). Convergent validity and measurement model fit was assessed using single 

factor test diagnostics using LISREL 8.7 (see table 8). 

In accordance with Garbarino and Johnson (1999) and Morgan and Hunt (1994), trust was 

measured as confidence in quality and reliability. Trust demonstrated acceptable reliability and 

factor loadings but was the lowest performing of the constructs (Dillman, 2000; Hair et al., 2005). 

Such results are not unusual in the evaluation of trust and commitment; Garbarino and Johnson 

(1999) dropped three out of six trust items for either poor loading or loading on more than one 

construct. As noted in table 8, all but one 2 are statistically significant at the .05 level. 

Researchers are cautioned against rejecting a proposed model based upon significant 2 alone 

(Bagozzi & Yi, 1988; Byrne, 1998). Other model fit indices (AGFI, RMSEA, CFI, NFI, RMSR, Critical 

N, and PGFI) all fall into acceptable parameters (Bagozzi & Yi, 1988; Byrne, 1998; Williams & 

Holahan, 1994).  

Discriminant validity is the extent to which a construct is unique and captures some 

phenomena other measures do not. For high discriminant validity, the square root of AVE should 

be greater than the correlation estimates. Table 9 provides measures of discriminate validity, 

with inter-trait correlations for the final survey analysis. All correlations, shown in the area above 
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the diagonal, were consistently lower than the square root of AVEs (shown on the diagonal). 

Additionally, the co-variances in the area below the diagonal also indicate acceptable 

performance (Bagozzi & Yi, 1988). This demonstrates adequate loading of measures upon 

themselves (convergent validity) with significantly lower cross loading with other constructs 

(discriminate validity) (Nunnally, 1978). 

Table 7. Measurement Summary: Content, Approach, and Origins of Measurement Scales 

Constructs Content Reliability Sample Scale from Present Study 

Speaker 
Satisfaction 
(SSAT) 

Satisfaction with 
the Pastor (1&2) 

.913 How would you rate your overall satisfaction 
with the performance of the pastor during the 
Sunday Service…I look forward to hearing the 
pastor each Sunday.. 

Message 
Satisfaction 
(MESAT) 

Satisfaction with 
the Sunday 
Message (1,2 &3) 

.913 The Sunday Message at this church is usually 
very interesting….are serious and thought 
provoking….How satisfied are you with the 
choice of Sunday Message…. 

Music 
Satisfaction 
(MSAT) 

Satisfaction with 
the Worship Music 
(1,2 &3) 

.966 How would you rate your overall satisfaction 
with the Worship Music….I enjoy the music….I 
look forward to the music 

Support 
Programs 
Satisfaction 
(SPSAT) 

Satisfaction with 
the Support 
Programs Offered 
(1,2 &3) 

.937 In general, how satisfied are you with the 
choice of support programs at this church?.....I 
like a church that offers a wide selection of 
support programs…the support programs at 
this church are appropriate …. 

Children’s 
Programs 
Satisfaction 
(CPSAT) 

Satisfaction with 
Children’s Church 
(1,2 &3) 

.921 In general, how satisfied are you with the 
children’s church programs…The selection of 
children’s programs is right for this church… 

Facility 
Satisfaction 
(FSAT) 

Satisfaction with 
Facilities (1,2 & 3) 

.901 How would you rate your overall satisfaction 
with the church facilities.. I am proud of this 
facility... How would you rate the church with 
other churches in they are of the quality of the 
facilities. 

(table continues) 
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(continued) 

Relational 
Connectedness 
(CNECT) 
 

Relationship- 
Sense of 
connectedness 
with staff, pastors, 
members 

.856 
 

I feel connected with a pastor or staff member 
at this church… I feel connected with the 
musicians…I feel connected with the people in 
the ministry area in which I serve…  

Trust  (TRUST) 
 

Confidence in 
quality and 
reliability (1&4) 

.712 
 

This church is a reliable non-profit religious 
organization….The Sunday Service at this 
church is consistently good…This church can 
be counted on to do what is right…I am 
concerned that the Sunday service will not be 
work my time. Need to consider adding Q86R. 

Commitment 
(CMMT) 

Loyalty and 
concern for future 
welfare of the 
organizations (1,4) 

.904 I am proud of this church…I care about the long 
term success of this church….I want my friends 
to attend this church 

Overall 
Satisfaction 
(OSAT) 

Aggregate lever 
satisfaction 
(1,2,3,5) 

.927 How would you rate this church with other 
churches in the area on overall satisfaction? 
This is a great church, this church exceed my 
expectations 

Future 
Intention 
(FINT) 

Future intention 
to increase level of 
support  (1,5)  

.943 I plan to increase my involvement in this 
church……I plan to donate more of my time to 
this church….I plan to donate more money to 
this church….I plan to increase my volunteer 
activities at this church 

1: Adapted from Garbarino and Johnson (1999)   
2: Adapted from Cronin and Taylor (1992)  
3: Adapted from Landrum and Prybutok (2004)  
4: Adapted from Morgan and Hunt (1994)  
5: Adapted from Zeithaml, Berry, & Parasuraman (1996) 
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Table 8. Construct Composite Reliabilities and Factor Structure (LISREL) Diagnostic 

   Factor Structure Diagnostics 

Constructs Composite 
Reliability 

Average 
Variance 
Extracted 

χ2 p-value Df RMSEA RMSR GFI NFI AGFI PGFI 

Exogenous   368.73 .000 174 .044 .054 .94 .98 .92 .71 

PSAT 0.91 0.78 11.87 .002 2 .092 .0062 .99 .99 .95 .20 

SMSAT 0.92 0.78 Saturated Model 

MSAT 0.97 0.91 Saturated Model 

SPSAT 0.94 0.78 6.05 .048 2 .059 .0085 .99 1.00 .97 .20 

CPSAT 0.92 0.80 Saturated Model 

CNECT 0.86  24.02 2 .000 .138 .026 .98 .98 .90 .20 

FSAT 0.90 0.79 Saturated Model 

Endogenous   312.26 .000 113 .055 .052 .94 .98 .92 .69 

OSAT 0.93 0.77 22.57 .000 2 .133 .014 .98 .99 .90 .20 

TRUST 0.77 0.41 23.11 .000 5 .079 .052 .98 .98 .95 .33 

CMMT 0.92 0.75 29.28 .000 2 .155 .026 .97 .98 .87 .19 

FINT 0.94 0.80 4.23 .12 2 .044 .013 1.0 1.0 .98 .20 
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Table 9. Evidence of Discriminant Validity: Inter-Trait Correlations, Reliabilities, and Covariance 

*The area above the diagonal provides the correlations. The diagonal provides the coefficient alpha. 

  PSAT SMSAT MSAT SPSAT CPSAT CNECT OSAT TRUST CMMT  FUTIN FSAT 

MEAN            6.69 6.52 6.41 6.18 5.78 4.41 6.39 6.44 6.30 5.61 6.21 

STDDEV           0.66 0.81 1.12 0.98 1.33 1.53 0.90 0.91 1.01 1.31 1.05 

  Cor Cor Cor Cor Cor Cor Cor Cor Cor Cor Cor 

PSAT       COV 0.93 0.78 0.37 0.48 0.31 0.23 0.69 0.46 0.55 0.37 0.57 

SMSAT      COV    0.42 0.91 0.34 0.44 0.28 0.22 0.70 0.46 0.50 0.41 0.54 

MSAT      COV    0.27 0.31 0.97 0.35 0.23 0.26 0.47 0.29 0.43 0.27 0.39 

SPSAT      COV    0.31 0.35 0.38 0.94 0.41 0.35 0.60 0.31 0.50 0.40 0.55 

CPSAT      COV    0.27 0.30 0.35 0.54 0.92 0.23 0.45 0.26 0.47 0.30 0.47 

CNECT      COV    0.23 0.27 0.44 0.53 0.48 0.86 0.35 0.13 0.40 0.33 0.29 

OSAT      COV    0.41 0.51 0.47 0.52 0.53 0.48 0.93 0.50 0.71 0.49 0.74 

TRUST      COV    0.28 0.34 0.29 0.28 0.32 0.19 0.41 0.71 0.47 0.29 0.37 

CMMT     COV    0.36 0.41 0.49 0.50 0.63 0.62 0.64 0.43 0.90 0.53 0.54 

FUTIN     COV    0.32 0.44 0.40 0.52 0.53 0.66 0.57 0.35 0.70 0.93 0.36 

FSAT   COV    0.40 0.46 0.46 0.56 0.65 0.47 0.69 0.35 0.58 0.49 0.94 
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Given the performance of the items, summated scales, face validity, content validity, the multiple 

step process in scale development and refinement, as well as the documented pedigree of the 

scale items have acceptable levels of reliability and convergent and discriminate validity 

(Churchill, 1995; Hair et al., 2005; Huck, 2004; Paswan, Dant, & Lumpkin, 1998). 

5.4.4.2  Structural Model Validation 

The technique of both Morgan and Hunt (1994) and Garbarino and Johnson (1999) in 

comparing   models   based on  (1) overall fit statistics, (2) percentage of significant paths, and (3) 

parsimony of the model is followed. The hypothesized relationships for the original, and the 

proposed alternate model replacing overall satisfaction with relational connectedness, are 

outlined in figure 11 and figure 12 below. 

A re-creation of Garbarino and Johnson’s SEM model (Figure 11) formed the first 

structural model using summated scores for each construct in their structural model relying on 

the reliability as a representation of the error term, a practice considered acceptable for small 

sample sizes (Bagozzi, 1984; Nunnally, 1978). Using small sample procedures, Garbarino and 

Johnson (1999) were able to get near- (Bagozzi, 1984; 

Bagozzi & Yi, 1988). The large sample size used by this study permitted the Garbarino and Johnson 

(1999) model to be re-built by evaluating observed variables and latent constructs. Model 1, the 

recreation of Garbarino & Johnson’s work, demonstrated similar results with respect to the fit 

statistics, particularly when considering that the current model did not rely on similar scales. The 

similarity in fit with respect to the Garbarino and Johnson model provides additional validation 

of the relational nature of the sample.  
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Figure 11: Implementation of original Garbarino and Johnson relational customer model using 
FBO sample 

In the alternative model (Figure 12), relational connectedness influences customer future 

intentions. Hypotheses were tested using individual path estimates and fit indices (Bagozzi & Yi, 

1988; Byrne, 1998; Paswan et al., 1998). In the full model of relational connectedness, the degree 

of relational connectedness influences trust, commitment, and future intention.  
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Figure 12: Assessing FBO sample using the proposed relational connectedness construct 

Table 10 provides the overall fit indices associated with the re-created Garbarino and 

Johnson model and the relational connectedness model. Re-creation of the model with 

satisfactory fit indices indicated a similar underlying relational dimension as the Garbarino and 

Johnson (1999) sample. 

The overall fit was evaluated according to guidelines from (Hair et al., 2010), namely chi-

square, absolute fit, incremental fit and parsimony fit measures. The chi-square numbers are 

expected to be less useful due to being heavily influenced by the large sample size in this study, 

as well as the complexity of the model. Therefore, the models comparison was largely based on 

the evaluation of the additional goodness-of-fit measures. 
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Table 10. Overall Fit Results with and without Relational Connectedness 

  Model 1 2 

Global Model Fit 
Diagnostics 

Garbarino and Johnson Model 
With OSAT as Endogenous with no 
influence on Trust, Commitment. 
and Future Intention (As run by 
Garbarino) 

Relationship Model With 
Relational Connectedness as 
Endogenous; Trust, 
Commitment. and Future 
Intention  

χ2  1420.05 
(593) 

1146.96 
(590) 

p-value 0.000 0.000 

RMSEA .049 .040 

IFI .99 .99 

GFI .88 .90 

AGFI .86 .89 

RMSR .061 .061 

Bentler and Bonett’s NFI .98 .98 

Bentler’s CFI .99 .99 

Critical N 272.58 332.24 

PGFI .75 .76 

Data for both models (Table 10) revealed adequate fit, indicating that both provide 

reasonable structural models of the underlying data (Bagozzi & Yi, 1988; Byrne, 1998). However, 

Model 2 performed better on nearly all criteria when compared to the baseline model. Model 2 

provided improvement in GFI and AGFI over Model 1. In addition, Model 2 demonstrated 

superior performance with respect to RMSEA (.049 versus .040). The overall fit indices favored 

the newly hypothesized model of relational connectedness. 

The global fit indices for Model 2 indicated a significant 2, a common finding with a large 

sample, and relatively more complex models. RMSEA—a measure of how well the model fits the 

population covariance matrix (Byrne, 1998)—indicated a good fit with a value of .04 (with a 

confidence interval of .037 to .044).  The Incremental Fit Index (IFI) of .99 was satisfactory, 

revealing better fit with increased parsimony (Byrne, 1998). The Global Fit Index (GFI) of .90 and 
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Adjusted Global Fit Index (AGFI) of .89 indicate an adequate fit with regard to the relative amount 

of variance and covariance explained by Model 2 (Byrne, 1998). 

The Normed Fit Index (1985) of .98 and Comparative Fit Index (CFI) of .99 indicate 

adequate fit to a comparison of the hypothesized and underlying structure (Byrne, 1998). The 

Parsimony Goodness-of-Fit (PGFI) index of .76 falls within the recommended range of .5-.9, 

indicating that Model 2 provides good fit after taking into account the complexity of the model 

(Byrne, 1998). The empirical results indicate that Model 2 provided a generally satisfactory fit. 

In addition to PGFI and AGFI, parsimony between non-nested models can be assessed 

using the information theory based indices where lower indices indicate better fit (McDonald, 

1989). The Akaike Information Criterion (AIC) and Consistent AIC (CAIC) for Model 2 show 58% 

and 60% improvements respectively relative to Model 1, indicating that Model 2 performed 

superiorly to Model 1 (Bagozzi & Yi, 1988; Byrne, 1998). The difference in AIC between models is 

529.24, far in excess of the 10 recommended as evidence for rejecting Model 2 (Burnham & 

Anderson, 2004). 

Based upon the criteria of fit statistics and percentage of significant paths, hypothesis 1 

received strong support. However, the evidence for parsimony received mixed support. PGFI and 

AGFI revealed only small improvements in Model 2 compared to Model 1; however, AIC showed 

strong evidence for rejecting Model 1 and accepting Model 2. In addition to the overall model 

statistics, LISREL 8 software revealed high and generally statistically significant i and i values 

(Tables 11 and 12). The weight of the evidence supports hypothesis 1. 
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Table 11. Model Results for the Structural and Measurement Relationships 

  Model 1: Garbarino Model 2: Relational 
Connectedness 

Parameters Path Standardiz
ed 
Estimate 

T-Value Standardized 
Estimate 

T-Value 

Pastor Satisfaction 
(ξ1) 

λ1,1 1.0 n/a 1.0 Std 

 λ2,1 .91 36.67 .91 36.64 

 λ3,1 .99 37.75 .99 37.81 

 λ4,1 .96 24.68 .96 24.65 

Sunday Message 
Satisfaction (ξ2) 

λ5,2 1.0 n/a 1.0 Std 

 λ6,2 .98 37.16 .99 36.94 

 λ7,2 .95 25.90 .95 25.92 

Worship Music 
Satisfaction (ξ3) 

λ8,3 1.00 n/a 1.0 Std 

 λ9,3 .98 71.28 .98 71.31 

 λ10,3 .98 45.86 .98 45.82 

Support Prog 
Satisfaction (ξ4) 

λ11,4 .90 29.87 .90 29.96 

 λ12,4 .76 28.44 .76 28.57 

 λ13,4 1.0 n/a 1.0 Std 

 λ14,4 .93 40.56 .93 40.43 

Children’s Program 
Satisfaction (ξ6) 

λ15,5 .90 30.75 .90 30.82 

 λ16,5 1.0 n/a 1.0 Std 

 λ17,5 .98 30.14 .98 30.15 

Facility Satisfaction 
(ξ5) 

λ18,6 .86 28.46 .86 28.43 

 λ19,6 1.0 n/a 1.0 Std 

 λ20,6 .99 32.64 .99 32.47 

Relational 
Connectedness (ξ6) 

λ21,4 n/a n/a .91 19.38 

 λ22,4 n/a n/a .91 19.01 

 λ23,4 n/a n/a .92 19.87 

 λ24,4 n/a n/a 1.0 Std 
(table continues) 

 



154 

 

(continued) 

Trust (η1) λ25,1 .90 9.75 .91 9.75 

 λ26,1 .89 13.57 .90 13.62 

 λ27,1 .88 11.87 .88 11.84 

 λ28,1 .95 15.12 .95 15.07 

 λ29,1 1.0 n/a 1.0 Std 

Commitment (η2) λ30,2 .97 25.24 .96 25.25 

 λ31,2 .93 29.05 .93 29.32 

 λ32,2 .83 27.84 .83 27.98 

 λ33,2 1.0 n/a 1.0 Std 

Future Intention 
(η3) 

λ34,3 .91 42.56 .91 41.53 

 λ35,3 1.0 n/a 1.0 Std 

 λ36,3 .78 26.04 .78 26.06 

 λ37,3 .97 44.09 .97 44.17 

Overall Satisfaction 
(η4) 

λ38,5 .80 27.79 n/a n/a 

 λ39,5 .74 30.73 n/a n/a 

 λ40,5 .81 28.32 n/a n/a 

 λ41,5 1.0 n/a n/a n/a 

Regarding the influence of relational connectedness on trust, commitment and future 

intention, relational connectedness demonstrated a statistically significant effect on both 

commitment (t-value = 5.48) and future intention (t-value=4.07). This indicates strong support 

for hypotheses 2b and 2c. Of particular note in light of past research findings, the influence of 

relational connectedness on trust was both practically and statistically non-significant (β=-.03, t-

value=1.06), leading to the rejection of hypothesis 2a. 

The evidence regarding the influence of component satisfaction on relational 

connectedness (H3) returned mixed results. Most paths supported the hypothesized statistical 

non-significance for the influence of component satisfaction on relational connectedness. 

However, a magnitude for support programs found music satisfaction and support programs to 

be significant. 
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Table 12.  Model Results for the Component Level Structural Relationships 

  Model 1: Garbarino Model 2: Relational 
Connectedness 

Parameters Path Standardized 
Estimate 

T-Value Standardized 
Estimate 

T-Value 

Component level satisfaction influence on Overall Satisfaction (Gamma) 

Speaker γ41 .13 1.71 n/a n/a 

Message γ42 .37 5.65 n/a n/a 

Music γ43 .11 4.56 n/a n/a 

Support Program γ44 .15 4.84 n/a n/a 

Children’s Program γ45 .06 2.96 n/a n/a 

Facility γ46 .39 10.42 n/a n/a 

Component satisfaction influence on Relational Connectedness 

Speaker γ41 n/a n/a -.28 1.32 

Message γ42 n/a n/a .23 1.33 

Music γ43 n/a n/a .16 2.56 

Support γ44 n/a n/a .37 4.57 

Children’s Program γ45 n/a n/a .10 1.70 

Facility γ46 n/a n/a .20 2.05 

Component satisfaction influence on Trust 

Speaker γ11 .35 3.26 .36 3.37 

Message γ12 .25 2.75 .24 2.64 

Music γ13 .08 2.49 .09 2.69 

Support Program γ14 .02 .56 .04 .91 

Children’s Program γ15 .08 1.57 .08 2.76 

Facility γ16 .07 2.60 .07 1.3 

Component satisfaction influence on Commitment 

Speaker γ21 .25 2.34 .31 2.99 

Message γ22 .05 .53 -.02 .28 

Music γ23 .12 3.92 .10 3.31 

Support Program γ24 .13 3.22 .08 1.92 

Children’s Program γ25 .15 5.21 .14 4.81 

Facility γ26 .17 3.58 .12 2.46 
(table continues) 
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(continued) 

Beta Effects 

Trust to Commitment β12 .35 5.58 .39 6.15 

Trust to Future Intention β13 -0.02 -0.17 .04 .46 

Commitment to Future 
Intention 

β23 .75 10.15 .60 7.35 

Relational Connectedness 
Influence on trust 

β14 n/a n/a -.03 1.06 

Relational Connectedness 
Influence on Commitment 

β24 n/a n/a .14 5.48 

Relational Connectedness 
Influence  
Future Intention 

β34 n/a n/a .17 4.07 

 

 Implications, Limitations, and Future Research Directions 

5.5.1 Summary and Implications 

Numerous business studies have attempted to examine the impact of satisfaction, 

relationship, trust, and commitment in relation to the concept of RM. This study extends previous 

business research to demonstrate the existence of the relational connectedness construct and 

its influence on trust, commitment and future relational intentions in a FBO. Businesses such as 

Harley-Davidson and Major League Baseball have already learned to capitalize on the importance 

of the sense of social belonging to an organization. In each of the Harley-Davidson and Major 

League Baseball cases, relationships between consumers and the organizations, as well as 

communities amongst the consumers themselves, are outstanding features of their success. 

Therefore, establishing a sense of relational connectedness can provide members of the 

organizations with needed strategies for social interaction. Evidently, members of FBOs often 

view social interaction as its own reward.  
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Our findings suggest that hypothesis 1 indicates that the relational connectedness 

construct makes an important contribution to the explanatory power compared to past studies 

that relied only on trust and commitment in defining RM. Confirmation of hypothesis 1 

demonstrates the importance of the social ties and positive relationship history that is added to 

the traditional psychometric constructs of trust and commitment. The Relational connectedness 

offers a simpler explanation for customer behavior than the development of complex 

explanations that depend on multiple definitions of commitment (Fullerton, 2003; Meyer et al., 

1991). The importance of not having a sense of relational connectedness with the customer may 

explain why 60 to 70 percent of RM programs fail (Dyche, 2002). Research shows that the 

strategic different perspectives and definitions contribute to RM failures, especially when such 

programs are viewed as tools and technological perceptions (King & Burgess, 2008; Payne & 

Frow, 2005). Therefore, by highlighting the relational connectedness constructs, I suggest that 

having a strong sense of social connection and intimacy cannot be replaced by contrived and 

quickly implemented customer relationship building techniques.  

Consequently, organizational leaders and managers can leverage the knowledge and 

strategies of relational connectedness into their policies in order to develop more successful 

outreach programs. Understanding the components of relational connectedness can provide 

insights to enhance their relationships with customers. Hypothesis 1 confirms another 

implication of this finding which is to support organizations to enact long-term programs (as 

similar programs implemented in mediating structures such as FBOs) that includes a social 

outreach component with a personal touch, customized and compatible with the organizations’ 

mission and goals.  
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Alternatively, the rejection of hypothesis 2a indicated that trust itself is not an important 

indicator of future intention. One possible explanation is that the sample showed relatively high 

levels of trust with insufficient heterogeneity with regard to future intention. Another 

explanation may result from the nature of relational connectedness. As previously mentioned, 

customers often perpetuate close relational exchanges even when trust is lacking (c.f., Tax et al., 

1998). This may result from the difficulty in establishing strong social ties that exist in FBOs. In 

any case, relational connectedness appears both to mediate commitment’s effect and to have a 

direct effect on future intentions. Further study should elaborate its influence on perpetuating 

relationships even in the absence of trust or commitment. 

The empirical confirmation of hypothesis 2b demonstrated the appropriateness of 

modeling commitment and relational connectedness. Comparing the Garbarino and Johnson 

model to the data for this study, the path between commitment and future intention (.75) in 

Model 1 was almost equal to the sum of the paths in Model 2 between commitment (.60), 

relational connectedness (.17), and future intention. The model without relational 

connectedness demonstrated a strong fit. However, it failed to capture the importance of the 

history of personal interaction to the customers in the sample. The separation of these paths 

allows for greater insight into the importance of social histories between customers and the 

organization. 

Confirmation of hypothesis 2c reveals that relational connectedness has a direct effect on 

future intention. Relational connectedness embodies the social ties and history with the 

customer, which may be enough motivation for the customer to desire and or continue a 

relationship with an organization. Individuals are comforted by a sense of belonging to the right 
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social group; this sense of belonging complements promptings to maintain relational exchanges 

that may even suffice.  

Therefore, confirmation of both hypotheses 2b and 2c reveals that relational 

connectedness has both a direct effect on and partially mediates commitment’s effect on future 

intention. This suggests that commitment is continuously re-assessed in light of recent relational 

experiences. Therefore, relational connectedness and commitment have very different roles with 

regard to relationship decisions. One possible explanation is that relational connectedness refers 

to having the right social situation by retaining the right employees and right atmosphere. While 

commitment refers to emotions, needs, and obligations, the extent to which commitment is likely 

to overlap relational connectedness will depend on the extent to which emotions, needs and 

obligations result from efforts of an individual in the organization. This means that relational 

connectedness should be particularly important in service industries, but far less so in product-

centered industries. 

Hypothesis 3 found further support for the observations in the study. Counter to the 

hypotheses, component satisfaction influenced relational connectedness on two service 

elements - support programs and music. While beyond the scope of this investigation, this 

indicates that for some service organizations, certain programs (and subsequent satisfaction with 

these offerings) may either instill a sense of connection (the music), or infer a sense of connection 

(support programs). However, most people do not use the support programs. This is evident 

when respondents were asked to evaluate these programs based on their perceptions. Our 

results show that the remaining aspects of satisfaction (service message, pastor performance, 

and children’s programs) had no statistical impact on relational connectedness. 
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The evidence for (and against) hypothesis 3 may also explain conflicting results found 

between overall satisfaction an effective measure of intention (Oliver, 1980; Parasuraman, 1987) 

and those who have questioned a missing mediator between overall satisfaction and intention 

(Mittal, Ross, & Baldasare, 1998). The presence of a missing construct such as relational 

connectedness could explain the different findings in different studies. Services strongly 

embedded in social interaction may influence customer perceptions much differently than 

services that require less social interaction. 

The implications of the findings from hypotheses 2 and 3 for senior leadership and 

frontline personnel of an FBO or any other organization is that they should inculcate a sense of 

connection with their constituents. Managers and organizational leaders could include 

interactive social programs that encourage clientele to get to know one another (which may 

enhance the relational connectedness construct executable at the community level) such as 

hosting social mixers with local FBOs and other non-profit organizations. The empirical evidence 

also provides strong support for the further study of relational connectedness based upon the 

following results: 1) with respect to overall fit indices, Model 2 outperformed Model 1; 2) noting 

the number of significant paths, Model 2 outperformed Model 1; and 3) neither model provided 

a substantial increase in parsimony. The results in this study indicate that use of the relational 

connectedness constructs improved the fit of models dealing with relational customers. 

5.5.2 Limitations and Future Directions 

This study has its limitations. The construct relational connectedness was defined within 

the confines of a sole FBO and developed and tested from responses obtained from a single 

religious organization. This limits the generalizability of the results. However, this effect is 
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mitigated to some degree by the successful re-creation of the Garbarino and Johnson (1999) 

model. To increase generalizability, additional research should explore the construct relational 

connectedness from the context of for profit organizations, government organizations, and a 

number of other corporate organizational structures performing relational activities. It would 

also be useful to test the use of trust and relational connectedness in predicting future intention 

in these environments.  

 Conclusion 

FBOs present a set of ongoing relational exchanges not traditionally found in other 

businesses, non-profits, and governmental organizations (Ramírez-Johnson, Park, Wilson, 

Pittman, & Díaz, 2014). As community-based social service organizations, FBOs often provide 

fertile ground for discovering new relationship phenomena (Drucker, 1990b). Research has 

shown that there are benefits to understanding relationships within religious environments 

(Shyan Fam, Waller, & Zafer Erdogan, 2004). Therefore, this research presents important 

implications for understanding customer relationships in the business context (Parboteeah et al., 

2015).   

The research follows an initial investigation of a large southwestern non-denominational 

FBO, known for its exponential growth within a short period (Easum, 2005). This study relays 

relational connectedness to the similar concept, loyalty (DeWitt et al., 2008) which is 

conceptually defined as having some form of attachment or long-term commitment to the 

organization that is not easily swayed (Shankar, Smith, & Ramaswamy, 2003). Consequently, 

relationships within the social service context provides a basis upon which this study validates 

the preliminary working definition for relational connectedness.  
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The study evaluated whether a proposed relational connectedness construct would 

provide insight with regard to the conflicting results of past research into commitment and future 

intention. This research provides convincing evidence that relational connectedness fulfills its 

purpose in the social service context. This provides an addition to the sparse field of empirical 

studies examining the relational aspects of RM concepts (Garbarino & Johnson, 1999), especially 

in the context of this research. The relational connectedness construct provides additional 

explanatory power when considering models of RM involving trust, commitment, satisfaction and 

future intention.  

Altogether, this study provided empirical support to the contention that customer 

relationship should be embody ongoing and long term social ties (Fournier & Mick, 1999; 

Garbarino & Johnson, 1999; Randall et al., 2011). The results in this study indicates that the 

relational connectedness constructs appears to provide a valid indicator for improving customer 

relationships with respect to future intention (Zeithaml et al., 1996). Therefore incorporating 

relational connectedness into the social interaction values and policy goals of the organization 

will provide organizational managers a robust definition for RM that will improve the delivery of 

important organizational objectives in building customer relationships within social ventures. 
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DISSERTATION LIMITATIONS, FUTURE RESEARCH AND CONCLUSION 

This chapter concludes the dissertation with the provided findings in reference to the 

three essays. It is important for a network of organizations to build and strengthen supply chain 

relationships that provide value within impoverished communities. Community-based supply 

chains (CBSCs) need to use LSCM to supply, deliver and distribute valuable resources, products 

and services that meet consumer needs, as well as meet their own needs and interests. To be 

able to acquire capacities needed to interact with other stakeholders, incentives to minimize 

costs, maintain governance structures, include strategies and share value can be attractive to 

potential suppliers and donors. Consequently, CBEs can form social service ecosystems that 

provide value propositions through service provisions that allow systems that encourage 

information sharing, LSCM and co-creation strategies and offerings. With proper systems in place 

to encourage service offerings, community-based social service organizations (CBSSCOs) can 

focus on strategic services that enable the organizations to attract, build and maintain loyal end-

consumers. 

Wernerfelt (1984) and Barney (1986; 1991) suggested that valuable resources are largely 

specific and strategic, either tangible or intangible, that an organization may leverage to create 

value. Dyer and Singh (1998) suggest using networks of supply chain relationships to gain 

competitive advantages. Johansson and Mattson (2015) mention the advantages of exchanges 

of social services within a network structure.  Similarly, Coyle, Bardi and Langley (1996) provide 

a broader underlying concept of integrated logistics management to include the moving and 

storage of materials and information, as well as the management of inter-organizational 
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relationships included into functional areas of the organizations. Research views the efficient 

application of LSCM as a significant enabler for various organizations to achieve competitive 

advantages that in turn creates value (Esper et al., 2007; Lambert, Cooper, & Pagh, 1998; Stank 

& Lackey Jr, 1997).  Although competition may not addressed in this dissertation, the dissertation 

fosters on research that suggests that LSCM provides customer value through enhancing 

efficiency, effectiveness and differentiation (Langley Jr & Holcomb, 1992; Mentzer & Williams, 

2001). In achieving value, CBEs create service ecosystems that can coproduce service offerings, 

exchange service offerings, and co-create value (Lusch, 2011; Lusch et al., 2010). Using a network 

perspective, service ecosystems provide value proposition in changing and complex dynamic 

(Chandler & Lusch, 2015).  

The dissertation recognizes the gap in research regarding LSCM in the community-based 

social service context. While few articles mention the benefits of socially responsible, sustainable 

and humanitarian logistics processes in a social context, many fail to provide a community based 

approaches to providing sustainability, shared value and social ties (Arnett et al., 2003; Carter & 

Jennings, 2002; Flint et al., 2005; Granovetter, 1985; Hill, 2002; Kovács et al., 2010; Kovács & 

Spens, 2011a; Letaifa, 2014; Woisetschläger et al., 2011). The dissertation addresses the research 

gap with the application of mixed methods methodology. In modelling LSCM, through qualitative 

and quantitative techniques, the dissertation provides models that showcase quintessential 

processes that provide for charitable products and services within impoverished communities.  

The dissertation provides conceptual and empirical frameworks that model the important 

services and systems that should be embedded within communities. The dissertation contends 
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that LSCM are the processes CBEs can employ to achieve distinct operational advantages as well 

as effective and efficient value propositions, creation and co-creation strategies.  

 Essay I: Evaluating Supply Chain Relationships using Transaction Cost Theory  

Using transaction cost theory, I study supply chain relationships that ensue in community-

based humanitarian ventures, especially in impoverished communities. The dissertation 

develops a conceptual model that supports the development of long-term collaborative inter-

organizational supply chain relationships. The research finds that transaction costs are evident in 

transactions, governance structures are needed and supply chain strategies should be employed 

in community-based supply chains. Based on interviews with key informants from community-

based enterprises, the research obtains data through the convergence of interviews, case studies 

and archival data. Propositions are therefore provided for further research.  

The dissertation concludes that value creation ensures lasting preference for incentives 

to minimize transaction costs, governance structures and strategy developments are important 

in CBSCs. This essay contends that value is created in CBSCs through the minimizing of transaction 

costs, governance structures, and inter-organizational and collaboration strategies that allow for 

transparency and information sharing. CBEs are therefore encouraged to embed value into their 

supply chains by collecting, distributing, and delivering products, information and services into 

what the end-consumers need and want – food security. The paper contributes to the supply 

chain management literature and helps managers in varying organizations, looking to partake in 

humanitarian community-based ventures, to consider the existence of transaction costs, choice 

of governance structures and inter-organizational supply chain strategies that are needed to 

attain overall shared value. 
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 Essay II: Logistics and Supply Chain Service Ecosystems: A Visual Causal Loop Model 

This research examines the theory of S-D logic into the humanitarian logistics and supply 

chain management. Using S-D logic perspective, the research shows how social service 

organizations seek to enhance their services through service-for-service systems. Service systems 

provide value propositions through suppliers, logistics services, and through value creation and 

co-creation donations to meet customer goals and needs.  

Essay II draws on the general theory of service-dominant (S-D) logic to highlight the 

importance of networks of suppliers, donations and logistics ecosystems as critical elements of 

social service systems. The study employs a system dynamics causal loop model to provide theory 

on how behavior is created in the social service systems. Using a studied case, the dissertation 

finds that suppliers, CBEs and end-customers are able to use their resources to provide value 

offerings that benefit the whole community. I therefore present the community-based social 

service (Secomandi & Johnson) system model.  

Exhausting the system dynamics methodology using case study data, the dissertation 

captures key variables for strategic decision making problems in the complex social system.  The 

essay, the study addresses the need for furthering the study of service science for social service 

ventures. The research extends the social service, community-based and humanitarian context 

into service science literature. In this context the dissertation provides useful and practical 

knowledge in the context of delivering and transforming services to underserved communities.  

 Essay III: Contextualization of Relational Connectedness in Relationship Marketing 

Essay III evaluates the proposed relational connectedness construct and finds its 

relevance in Relational Marketing (RM) literature. The dissertation provides insight into the new 
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construct relational connectedness. Considering models of RM concepts involving trust, 

commitment, satisfaction and future intention, the relational connectedness construct provides 

additional explanatory power when considering empirical support for connection in examining 

customer relationships. To capture future social dimension of RM, the study analyzes survey 

responses from a Southwestern Faith Based Organization. Using data from the sample size to test 

hypotheses, the results suggest that relational connectedness significantly contributes to the 

overarching commitment and future intention constructs in the social service context. This 

empirical study provides greater insight into the Relationship Marketing (RM) process and its 

influence on commitment and future intentions in social service market segment. 

This research provides convincing evidence that relational connectedness fulfills its 

purpose in the context of FBOs. Faith Based Organizations present a set of relational exchanges 

not traditionally found in other businesses, non-profits, and governmental organizations. The 

study finds that the relational connectedness constructs provides a valid indicator for improving 

customer relationships with respect to future intention. The essay makes contribution by 

incorporating the relational connectedness construct into the social dimension of RM. The 

dissertation suggests interaction values and policy goals that the organization should provide in 

improving important organizational objectives in building customer relationships. 
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APPENDIX  

 INTERVIEW PROCEDURES AND QUESTIONS 

Opening 
Introductions  
Purpose of the study 
Confidentiality assurance 
Permission to audiotape 
 
Demographic Data 
Introduction and of interview participant 
Could you tell us about your organization? Name, location and interests. 
How many members does your organization have? 
How many paid staff members do you currently have?  
How many volunteers does the organization have? 
 
Initial Questions 
Could you describe your organization and your involvement in within your community? 
How well do people in your company know about logistics? 
Are you involved in making decision for the organization? Decisions on Partnerships. 
 
Questions about community involvement 
How would you describe your community? 
Is your organization willing to serve members of your community that are not members of your 
organizations? 
Could you tell us about your current community service involvements? 
What services do you currently provide? health care, food, e.tc. 
How does the organization obtain funding for these services? 
Is this organization in any way involved in any humanitarian services within or outside the U.S? 
Briefly, how is your organization involved with providing humanitarian services to communities 
in need of them? Could you provide examples of such humanitarian services? (Such as providing 
shelter, food, clothing, drugs and other necessities?) 
 
Questions about logistics and supply chain management processes 
What logistics services does your organization currently perform? 
What is your general knowledge/understanding about Logistics and supply chain management? 
What barriers do you face in implementing these activities? Success stories?  
 
Any final contributions or remarks you would like to add to the interview? 
 
Time length 
Approximately 50 minutes.    
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