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ABSTRACT

Logistics, defined as the process of strategically managing the procurement, movement and storage of
materials; parts; finished inventory and related information flow through the organisation and its
marketing channels, is increasingly being recognised as a vital part of an organisation’s marketing

strategy.

In many organisations, the logistics function is currently facing significant challenges. Pressures from
increasing competition and high customer service-level expectations have created a need for more
professional and better-equipped logistics services. Confronted with such competitive pressures, these
organisations are faced with decisions of the make OR buy kind with regard to the logistics processes
of supply and distribution. In addition, the emergence of a need to focus on core capabilities has led

many organisations to contract out all, or part of, the logistics function to third-party providers.

This paper explores the challenges of outsourcing logistics in the UK convenience-retailing sector.

Keywords: Logistics Outsourcing, Supply Chain Integration, Third-Party Logistics Service Providers,
Case Study
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OUTSOURCING THE LOGISTICS FUNCTION:
THE SUPPLY CHAIN ROLE OF THIRD-PARTY LOGISTICS SERVICE PROVIDERS
IN UK CONVENIENCE RETAILING

INTRODUCTION

Traditionally, the management of material flows has centred, and depended, on the internal
capabilities of the organisation. This usually led to the development of inventory-driven
systems i.e., buying enough goods far enough in advance to ensure steady product supply.
Similarly, organisations managed the inbound transportation of raw materials as a separate
function from the outbound transportation and distribution of finished products. Typically,
each business unit controlled its own logistics activities. However, in today’s industries,
characterised by constant change and heavy competition, one can argue that this traditional
way of developing logistics strategy and structuring supply chain organisations is no longer a

valid means for ensuring firms’ survival.

This industrial environment - characterised by increased competition and globalisation as well
as the need for increased product variety, reduced order cycle times and reduced inventories -
has created a need for more responsive organisational procedures based on effective supply
chain alliances. These increasingly competitive pressures have encouraged many
organisations to re-examine their individual and collective positions within the supply chain.
As many of these businesses reconfigure their operations around core competencies, classical
corporate structures are giving way to new forms of organisation:

“The classic, vertically integrated, multidivisional organization, so successful in the 20th
century, is unlikely to survive in such an environment. The evidence indicates it will be
replaced by new forms of network organization consisting of large numbers of functionally

specialized firms tied together in cooperative exchange relationships.” (Achrol, 1997).




Responding to the increasing pressure posed by such intense competition, leading and
innovative organisations are continuously working on improving their market position to
achieve sustainable leadership in their field. The supply chain has been acclaimed as a new
arena for achieving competitive strength (Christopher, 1992) and within this, the logistics

process has been identified as one area that can provide a competitive edge.

Supply chain management (SCM henceforth), through effective logistics operations, has been
promoted as a vital source of achieving enduring positions of superiority over competitors
especially in terms of customer preference (Ellram & Cooper, 1990; Christopher, 1992). The
ongoing competitiveness of organisations is therefore tied to the dynamics of the supply chain
in which they participate i.e., the positioning of the supply chain for achieving sustainable

competitive advantage represents a major strategic benefit of effective SCM.

In the past, it was thought that the only way organisations could achieve a defensible
competitive strategy was if they pursued either a low-cost strategy or one of differentiation
(Porter, 1985). The mission of effective SCM however, is to ensure a smooth-running
distribution channel whereby customers are provided with relative differentiation through
service delivery. At the same time, costs are kept at a minimum through a reduction in
inventory (Ellram & Cooper, 1990; Christopher, 1992) and improved capacity utilisation (see

Figure 1.1) (Christopher, 1992).

As figure 1.1 shows and with the high rate of changing technologies characterising today’s
marketplace, successful organisations will be those who recognise and take advantage of these
opportunities offered by effective SCM (Lambert & Stock, 1993). The establishment of a
highly effective supply chain represents the only way that organisations can maintain a

defensible competitive position in today’s market. It is supply chains — not organisations- who




compete (Christopher, 1998) and they do so on the basis of virtual, information-based

Integration.
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Figure 1.1: Achieving Competitive Advantage through Strategic SCM
(Adapted from Christopher, 1992)

Similarly, in order to remain competitive, industrial organisations are continually faced with
challenges to improve product and service quality, whilst reducing supply chain costs and
lead times (Swaminathan et al, 1994). One of the ways by which this can be achieved is by
adopting a strategy which focuses on identified core, value adding processes within the
organisation whilst outsourcing others to competent service providers. In their 1990 paper,
Prahalad and Hamel highlight this competence-based approach to seeking competitive

advantage in the industrial environment.

Applying this core-competence strategy to SCM, we can see that one of the obvious ways of
developing a competitive supply chain is by contracting-out non-core, non-value adding
supply chain processes to specialist organisations outside of the supply chain — the principle
of outsourcing. This principle represents a viable strategic option for dealing with non-core

supply chain processes (Cooke, 1998).

To date, a lot of the research and literature on outsourcing the logistics process have been in,

and have focused on, activities within US industry with most of these centred on the




manufacturing sector. Similarly, for a while now, outsourcing has been recognised as a
feasible strategic option for dealing with non-core processes within organisations. Within the
retail sector however, the logistics processes of purchasing, distribution and order fulfilment
are core to organisational strategy and as such outsourcing them may have implications on
organisation strategy as well as on the overall supply chain. These issues however, require
further investigation. Finally, a great deal of the existing literature on logistics outsourcing
focuses on warehousing & transportation and the use of shippers and carriers on a global
distribution basis (see for example: Marien, 1996; Gooley, 1997; Cooke, 1998 and Moore &

Cunningham, 1999).

Following on from this brief introduction, the objectives of this research are to explore the
implications of logistics outsourcing in UK convenience retailing and, by this, to raise
awareness of, and facilitate discussion in, the strategic and supply chain implications of
outsourcing core, value-adding organisational processes such as logistics. In particular, the
research explores issues concerning the influence of logistics outsourcing on the competitive
strength of the supply chain. These objectives can be summarised as follows:

“To extend theoretical and practical knowledge of the effect of logistics outsourcing on the

supply chain”.

In order to achieve this objective, the research proposes the following:
1. To determine the factors that influence logistics outsourcing decisions
2. To determine the role of third party logistics providers (3pl’s) in the supply chain
3. To analyse how and to what extent logistics outsourcing influences the supply chain
role of 3pI’s
These objectives raise such questions as: ‘Why do organisations outsource?’ In particular,

‘Why do organisations outsource logistics or ‘When is it appropriate to outsource such a core




part of organisations’ retail strategy?’ ‘What role do third party logistics providers play in all

of these and ‘What effect does outsourcing have on the supply chain?

Spears (1997) developed a framework within which he postulated that - under circumstances
whereby the outsourced skills are critical for the success of the organisation - organisations
are more inclined to adopt a strategy whereby specific functions are outsourced whilst control

of the overall process is retained in-house (see figure 1.2).

Figure 1.2: Framework for Logistics Outsourcing Decisions (adapted from Spears, 1997)
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A typical example of this scenario is the case of UK convenience retailers outsourcing
logistics functions to third party service providers. This however raises questions about the
effect of the presence of these third parties on the supply chain. In particular, on the practice
of supply chain management for the purpose of creating a seamless network of supply chain
processes. As a result, the following research questions were put forward:

* “How and why do convenience retailers facilitate supply chain integration through the
use of third party logistics service providers?”
* What is the role of 3pl’s in building supply chain competitive advantage through

virtual integration?




* When and why is it appropriate (for organisations) to extend the principle of

outsourcing to core, value adding processes?

This paper is a part of an ongoing doctoral research project. It represents a summary of
findings of the initial (Pilot) case study. The overall objective of the research is to assess the
role played by third party logistics service providers (3pl’s) in achieving an integrated supply
chain as they apply their expertise to the logistics functions of purchasing and distribution in
retail supply chains. The aim is to develop a model of supply chain integration through
logistics outsourcing applicable - in particular - to the convenience stores’ context but
generally to retail supply chain issues. In this way, the research will aim to contribute to

theory-development in the field of SCM (with particular emphasis to its practical application).
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LOGISTICS - A NEW SOURCE OF COMPETITIVE ADVANTAGE

Logistics, defined as the process of strategically managing the procurement, movement and
storage of materials, parts and finished inventory and related information flow through the
organisation and its marketing channels (Christopher, 1992), is increasingly being recognised
as a vital part of organisations’ marketing strategy (Sheffi, 1990). Effective engineering and
management of the logistics function in many organisations represents an opportunity to

improve both profit and service levels (Sheffi, 1990).

With the increasing trend of achieving competitive advantage on the basis of supply chain
strength, logistics is becoming increasingly critical as borders between markets dissolve and
logistics operations becomes more central to organisations’ ability to produce and distribute
goods and services. Consequently, organisations have had to streamline their logistics process
by focusing on improving logistics in order to remain competitive.

Similarly, on the understanding that logistics processes tend to require proportionately high
support costs, many organisations are undertaking improvement strategies to boost their
internal processes consequently, logistics planning and control are still being handled in-
house for these organisations. Many others however, representing the focus of our discussion
henceforth, are employing the assistance of external expertise in a variety of contractual
arrangements. One of such arrangements is that of logistics outsourcing. Within these
organisations and as more consideration is being given to the planning of logistics functions
to maximise competitive advantage, the prominence of third-party logistics providers as a

vital part of business strategy has increased.




—
—

OUTSOURCING

Outsourcing can be defined as the act of using third parties rather than in-house capability to
perform non-core activities (Ellram & Cooper, 1990). It represents a way by which
organisations reduce their financial risk whilst maximising the possibilities of developing
comparatively higher levels of competitiveness. Outsourcing generally involves the transfer of
responsibility and the need for assets to a third party (Ellram & Cooper, 1990) who can then

leverage their expertise to provide these services (Spekman, 1988).

The literature on core competencies has brought the importance of outsourcing activities for
which expertise cannot be provided in-house within organisations to the forefront of
organisation strategy (Quinn, 1992; Prahalad & Hamel, 1990). In particular, cost/service
trade-offs and the quality of information systems along the marketing channel are some of the
factors, which influence organisations’ decision to outsource some or all of their functions to
third parties (Rao & Young, 1994). Third party services can include any or all of information
technology, administration, transportation management, warchousing, financial service
management, inventory management, logistics integration, import/export activities, etc
(Copacino, 1997). Of these, interest in logistics outsourcing (sometimes referred to as third-
party or contract logistics) has been growing over the past few years as a result of the
increasing trend of SCM (Copacino, 1998) and as indicated by the volume of writings on the
subject in trade publications and scholarly journals. Regarded as “one of the most widely
discussed contemporary topics in the field of business logistics” (Lieb 1992, p. 29),
outsourcing of logistics processes represents a specifically defined contractual relationship
that is dependent on the 3pl’s meeting the buying organisations’ defined performance and

service goals.
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Supply chain partnerships (Ellram, 1991), increased focus on core business processes (Muller,
1992), reduction of overall distribution costs (Arend, 1998), the trend towards centralised
distribution systems (Bence, 1995) and effective capital utilisation (Copacino, 1998) have all
been cited as the reasons organisations decide to pursue a strategy of outsourcing. Other
factors, which prompt many organisations to investigate the use of third party logistics,
include:

* The need to establish a wider access into new and existing markets (Cooke, 1998);

* The need to assess present and future market prospects for products and services
(Razzaque & Sheng, 1998);

» The need to reduce overall supply chain costs (Cavinato, 1989);

* The need to keep abreast of the latest technological advancements in supply chain
logistics without necessarily incurring the costs to time and assets involved in doing so
(Cooke, 1998);

* The need to determine the products’ competitive advantage in the marketplace; etc.

Of these, globalisation and the consequent development of more complex supply chains are
considered to be the most prominent (Byrne, 1993; Sheffi, 1990; Rao et a/, 1993; Razzaque &

Sheng, 1998).

Logistics Qutsourcing — The role of third parties in logistics change

“Cost control, ... information technology and inventory management are ... major logistics concerns
... and, ... have resulted in further emphasis on [logistics] outsourcing”

(Razzaque & Sheng, 1998, p. 92)
Third party logistics services refer to situations where a third party (the buyer and seller being
the first and second parties) performs logistics activities on behalf of the buyer and/or the
seller (McGinnis ef al, 1995). Such services include transportation management (Sheffi,

1990); warehousing (LaLonde & Maltz, 1992); distribution and procurement (Sparks, 1994).
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Third party logistics service providers can offer logistics expertise as well as cost advantages
to individual organisations because they provide an opportunity for organisations not to tie up
unnecessary capital in costly logistics-related equipment such as warehouses, trucks, sortation
equipment, etc. These organisations also provide the added advantage of economies of scale’
(which becomes apparent as volume increases are handled without a proportionate increase in

labour or equipment).

At the heart of all these strategic logistics issues is the fact that supply chain organisations
need to reconfigure their operations in order to accommodate the changes inherent in a
logistics outsourcing strategy. One of the most common ways of doing this is to adopt a
process-oriented approach (Stevens, 1989; Cooper, 1993), placing increased emphasis on
business processes that cut across functional barriers. In practice, this requires an integrative

approach to SCM i.e., Supply Chain Integration.

In order to achieve this integrative approach in practice, organisations have tended to form
logistics alliances with third party service providers (McGinnis et al, 1995). This paper
explores the supply chain implications of logistics outsourcing and the role of 3pl’s in

building competitive advantage through the virtual integration of the supply chain.

Logistics Outsourcing - A Retail Perspective

The retail sector is concerned with the structure and management of marketing and physical
distribution channels (Sparks, 1994). As an extension of this physical distribution function,
the logistics concept in retailing is concerned with the strategic management of the supply

chain (Christopher 1986) i.e., the distribution channel is the arena within which organisational
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strategy, the marketing function and logistics processes culminate in consumer transactions
(Wilkinson, 1996). In these markets, the processes involved in the supply and distribution of
products are critical activities through which sustainable competitive strength can be

harnessed.

In particular, within the convenience retailing sector, the need for customer-service and Just-
in-Time product delivery as a means of differentiation cannot be over-emphasised (Philips,
1996). In this sector, the increasing presence of severe competition for shelf space and
continuing pressure on costs and margin - coupled with the emergence of new shop formats
and increased industrial consolidation — has led many organisations to seek for new ways to
improve their operations and cost effectiveness. This requires the adoption of a radical
approach to corporate strategy in order to achieve sustainable competitive advantage. One
possible approach is the application of supply chain management (SCM) principles to

promote long-term strategic alliances.

Within the UK, many convenience retailer have been working towards the introduction of a
“total supply chain” view of operating their retail outlets (Smith, 1998) through the use of
direct supplier negotiation, centralised warehousing and distribution systems as well as the
use of third parties (IGD, 1994). In particular, third party logistics has become an important
issue in grocery retailing so much that it is not unknown for 3pl’s to oversee delivery of the
product from the manufacturers right through to the end consumer, thus creating a seamless
operation of the supply chain processes. This trend has attracted a surprisingly large amount
of interest, considering that the term ‘third party logistics’ did not even exist in retailing

vocabulary a little over a decade ago (Davis, 1993).

! Some industry experts (see Cooke, 1998) have however challenged this notion.
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RESEARCH METHODOLOGY

From the above discussion, the focus of the research is the implications of logistics
outsourcing within the UK convenience-retailing sector and on the supply chain role of 3pl’s
in achieving supply chain integration. Within this focus, the factors that influence logistics
outsourcing (in terms of the factors that influence how these organisations decide whether or
not to outsource) need to be determined. Secondly, we need to determine the extent to which
the logistics process is being outsourced and what role 3pl’s play in achieving the ‘total

supply chain solution’ sought after by the retailers employing this strategy.

The unit of analysis, on which the research process is directed, is the relationship that exists
between convenience retailers and their corresponding 3pl’s. The limitations provided for the
research by this unit of analysis is such that data collection and subsequent analysis relates
only to those organisations within the convenience retailing industry who have outsourced
part or all of their logistics operations to third party service providers. Secondly, it refers to a
relationship, which - although dyadic in nature - is capable of influencing the nature of other
relationships and activities within its immediate supply chain. Within this unit of analysis, the
research focuses on five main issues:

= The factors influencing organisations’ decisions to outsource

= The extent of logistics outsourcing

»  Whether or not logistics outsourcing offers a supply chain solution

* The nature of the relationship between retailers and the corresponding 3pl’s

» The role played by 3pl’s

Overall, the research seeks to ask why the above issues exist in the way that they do and what
prescriptions exist for an ideal scenario. The approach to data collection ensured that all of the
managers - from both organisations - responsible for the strategic co-ordination and operation

of the outsourcing relationship were interviewed.
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The research adopted exploratory methods because the phenomenon of interest is a relatively
new one, and because it provides rich, contextual elements to the research findings. These
exploratory research strategies, within a case study approach, provide depth and insight into a
little known phenomenon such as that presented by the supply chain effect of logistics

outsourcing (Yin, 1994; Ellram, 1996).

Following an extensive review of the literature, six unstructured pre-pilot interviews were
conducted with various industry experts and practitioners including logistics managers,
consultants and retail managers. These interviews had the purpose of clarifying the various
issues that emerged from the literature in order to focus the research on an issue relevant to
industry. These interviews also helped in the development of new themes that had not been
identified in the review of relevant literature. These discussions included an introduction to
the research interest, a reality check of the researcher’s perception of existing industrial trends
and the extent to which some of these trends are researchable or otherwise. Following these
discussions, three possible convenience retailers were identified (along with their respective
logistics service providers) within the UK for in-depth case studies. This paper reports the

findings from the first of these case studies.

The research method for the first case study involved three rounds of in-depth, semi-
structured interviews with eight key personnel from both organisations that were actively
involved in the day-today operation of the logistics outsourcing contract and the consequent
centralised distribution system. Issues covered in these interviews included an introduction to
the research area and the data collection method to be used. These interviews were all
recorded on tape and the transcripts, along with field notes were analysed using manual
coding techniques with the aid of a word processing software tool employed at the initial

stages to aid data organisation. Other data collection techniques adopted in addition to these
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in-depth interviews were observations of the extent of asset-dedication and the analysis of
internal documents provided, sector-specific public survey findings as well as press clippings.
The purpose of using these multiple sources of data was to create meaning to the information
surrounding the nature of the contract and the relationships within the overall supply network.
In this research, qualitative research methods were used because they offer a holistic and
realistic description and/or explanation of the research phenomenon (Miles & Huberman,

1994; Ellram, 1996).
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RESEARCH FINDINGS

This section provides a summary of the findings from the case study and the discussion is
centred upon the five-fold focus of the research earlier discussed (see section on research

methodology).

Drivers of the Outsourcing Decision

These represent the factors that influence organisations’ decisions to outsource. From the pilot
results, two major issues were apparent:

* An internal focus, i.e., organisations choose outsourcing as a strategic option in order
to improve their competitive position even if this means doing so at the expense of
overall supply chain profitability.

*» There can be an external focus for logistics outsourcing. This external driver of
logistics outsourcing represents a strategic option for organisations that want to

promote improved supply chain operations.

Secondly, for many retail organisations, the primary purpose for outsourcing is as a means of
reducing direct distribution costs. Although the proposed logic in the literature is that
outsourcing to third parties should provide the buying organisation with economies of scale,
the findings of the research show otherwise. According to the findings, third-party solutions
can sometimes be so much tailored to individual customers’ requirements, that it is not easily
transferable across a large client base. One possible way of limiting this loss in scale
economies is if service providers are encouraged by their retail clients to extend these tailored

services across an increased number of clients in a similar industry.

The Extent of Logistics Outsourcing

Although many organisations today proclaim the advantages of outsourcing entire supply
chain processes to third parties, it is more usual to outsource only a part of such processes.

This limited extent to outsourcing increases the tendencies for service providers to act as




19

functional contractors as opposed to encouraging the development of close and trusting
relationships, which extend right across the supply chain. Within the organisation involved in
this case study however, it appears that the extent of outsourcing is increasing steadily albeit
slowly. This was observed from the increasing tendency for the service provider’s
representative to liase with the retailer’s buyers and suppliers on inventory control and

supplier management issues.

This finding implies therefore that the extent of logistics outsourcing appears to be directly
proportional to the level of strategic and supply chain involvement by 3pl’s which is in turn
proportional to the possible role played by these 3pl’s on the supply chain. Presently however,
the ratio of the logistics activities outsourced to those performed in-house is split somewhat

along the lines of operational/strategic.

Logistics Outsourcing — A Supply Chain Solution

Some UK convenience retailers attempt to provide a holistic solution to their supply chain by
giving considerable attention to its performance as a single entity with a view to achieving
competitive superiority over other retailers. From the research findings, the driving force is
the recognition that sub-optimisation occurs if each organisation in a supply chain attempts to
optimise its own functions without integrating them with the other supply chain members in

order to optimise the performance of the entire supply chain.

For these retailers however, the actual practice of having a fotal supply chain view of
operations is limited and so-called ‘supply chain solutions’ often focus on the next step up- or
downstream of their own activities. In particular, the case study found that the outsourcing
decision was limited to the distribution process, excluding purchasing. This somewhat reduces

the extent to which 3pl’s can effectively impact overall supply chain performance. This
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characteristic is common in a lot of the research in SCM, which has been limited to interfaces

(between buyer and seller, for example) and not the entire supply chain. A probable reason for

Secondly, the research findings show that there are key strategic questions about the impact
on supply chain effectiveness when the organisation motivated to outsource (i.e., the retaiier)
. 1 0 4 ~ 21 : it 11 4 . i 4 2 4 : L 4 21 1 1 . 7 21

is different from the organisation that is motivated” to integrate the supply chain (i.e., the

3pl’s).

Finally, further investigation is required on issues relating to the supply chain effect of a
limited extent of outsourcing, e.g., where the service providers are not involved in negotiating

purchasing terms with suppliers.

The Nature of the Retailer - Third Party Relationship

Issues of trust and conservation of unique competitive strengths are crucial to achieving the
full benefits of collaboration. In this case study, general observations during field visits
showed that although both organisations allude to a ‘partnership’ when asked to describe the
nature of their relationship, there are however indications of individuality, which sometimes
exists at the expense of the relationship. This was particularly obvious in the retailer side of
the relationship. A likely reason for this is that this is an indication of the functional split
between strategic/control roles and operational implementation between the retailer and the

service provider respectively.

One key issue contributing to the success of this logistics partnership is the continuous

evaluation of performance, the measures of which had previously been agreed between the
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partners. Rewards are shared, results discussed and performance improvements are regularly
targeted and distinct steps taken to attain the targets. In addition, shared distribution and
administrative facilities encourage regular face to face meetings and open discussions. Ideally,
this should encourage the development of a relationship based on trust, which is essential to

the success of this strategy.

The Role of 3pl’s
From the data collected in this case study, it appears that the supply chain role of 3pl’s is

limited to the provision of logistics services, i.e., the service provider represents a pool of
logistics expertise, which the retailer currently lacks. This implies that there are implications
for the availability of logistics competencies on the extent of logistics outsourcing, i.e., the
extent of logistics outsourcing is affected by the extent to which logistics skills and

competencies are available in-house.

Research Limitations

Although the preliminary findings of this research have been documented so far, there are
some limitations to the research process carried out which need to be highlighted. In the first
instance, although the uniqueness of the organisations selected for this research makes it an
interesting and thought-provoking issue to explore, the same is responsible for limiting the

extent to which the research findings can be generalised across many organisations.

Furthermore, a frequent criticism of the single case study-based methodology is that it is
prone to misrepresentations and thus incapable of rendering a generalisable conclusion.
However, the general purpose of case studies is to penetrate deeper into a particular issue and

ask what is going on in each particular case, why it is going on and what the people involved

2 because of overall cost reduction advantages
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think. Therefore being representative across a wider population is not necessarily the issue
and it is not the relative size of a study that makes its findings valid. Instead, validity is
secured when the parameters set out meet the objectives of the study (Yin 1994; Hamel et al
1993). In this case, the objective was to explore the supply chain implications of the strategy
of logistics outsourcing by convenience retailers and the research findings have provided a

summary of these implications.
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CONCLUSIONS

The theory and practice of managing the logistics process has become a rapidly growing area
as many organisations begin to realise its impact on supply chain profitability. In these
organisations, this involves outsourcing to third party service providers in a bid to reduce
costs and increase productivity by focusing on core competencies. Even though financial
reasons may often dictate an organisation's decision to employ the use of third-party logistics
providers, the determination to outsource should be based on an organisation's distribution
competency. For example, when a retailer lacks the expertise to manage its logistics process

in-house, then the services of a third-party logistics provider may be required.

The literature on logistics management has many calls for organisations to employ efficient
logistics services to facilitate the creation of a seamless supply chain connected from start to
finish through effective integration. The questions raised in this research focus attention on
whether or not logistics outsourcing can be used as a way of achieving this and if so, what

role do the third parties play in achieving this seamless operation?

This paper has shown that the use of third party logistics works especially well when the
retailer maintains a strong presence in the contract set-up. Effective communication and
information flow are key enablers as they encourage the multi-directional flow of information

along the supply chain.

There are many arguments for outsourcing logistics, not the least of which are reduced
distribution costs and improving customer service. The key to successful logistics outsourcing
is to identify and hire those 3pl’s who share a mutual vision with the organisation of the
strategic relevance of logistics processes and can contribute to the organisation at a level that

goes beyond the achievement of operational excellence. From the results obtained so far in




24

this research, different approaches to logistics outsourcing can be identified, each one having
different implications for the possible role 3pl’s play on the supply chain. This conclusion is
centred on the afore-mentioned finding that the supply chain role of 3pl’s will be largely
influenced by organisations’ approach to logistics outsourcing and the resulting extent to

which the logistics process is being outsourced.

On a final note, Stigler (1951) is credited with promoting the concept of the “functional spin-
off” as a means of evaluating the dimensions of distribution channel structure. On a similar
issue, Mallen (1973) recommended an approach to improve our understanding of why
organisations spin off their marketing functions and the implications this has on the structure
of the distribution channel. These arguments represent an interesting linkage to the issue of
why organisations outsource logistics services. This issue however requires further research

and should therefore form a major part in the focus of logistics research in coming years.




25

BIBLIOGRAPHY

Achrol, R. S. (1997), “Changes in the theory of Interorganizational Relations in Marketing: Toward a Network
Paradigm”, Journal of the Academy of Marketing Science, winter, vol. 25 no. 1: 56-71

Arend, M. (1998), “Is it Time to outsource logistics?” Site Selection, August/September, vol. 43 n4: 628-631.

Bence, V. (1995), “The Changing Marketplace for Distribution: An Operator's Perspective”, European
Management Journal, vol. 13 issue 2, June: 218-229

Byrne, P. M. (1993), “A new road map for contract logistics”, Transportation & Distribution, April: 58-62

Cavinato, J. (1989), “The Logistics of Contract Manufacturing”, International Journal of Physical Distribution
and Materials Management, vol. 19 nl.

Christopher, M. (1986), The Strategy of Distribution Management, London: Heinemann.

Christopher, M. (1992), Logistics and Supply Chain Management: Strategies for Reducing Costs and
Improving Services, FT Pitman Publishing.

Christopher, M. (1998), Logistics and Supply Chain Management (2™ ed.), FT Pitman Publishing.

Cooke, J. A. (1998), “To outsource or not to outsource? (Third-party logistics providers”), Logistics
Management Distribution Report, Oct. vol. 37 n10: 57-58.

Cooper, J. (1993), “Logistics Strategy for Global Businesses”, International Journal of Physical Distribution &
Logistics Management, vol.23 no.4: 12-23.

Copacino, W. C. (1997), “Fourth-party Logistics: Beyond 3PL” (Copacino on Strategy) (Column), Logistics
Management, (On line: www.manufacturing.net/maga 1997/1og0401.97/04news.htm#Fourth).

Copacino, W. C. (1998), “A growing tidal wave of supply-chain outsourcing (Column)”, Logistics Management
Distribution Report, Sept. vol. 37 n9: 38

Davis, E. H. (1993), “Outsourcing Logistics”, Retail Business Review, May, vol. 61 n4: 24-25

Ellram, L. M. (1991), “Managerial Guideline for the Development and Implementation of Purchasing
Partnerships”, International Journal of Purchasing and Materials Management, summer: 10-16.

Ellram, L. M. (1996), “The Use of the Case Study Method in Logistics Research”, Journal of Business
Logistics, vol. 17 n2: 93-138.

Ellram, L. M. and M. C. Cooper (1990), “Supply Chain Management, Partnerships and the Shipper-Third
Party Relationship”, The International Journal of Logistics Management, vol. 1 n2: 1-10,

Gooley, T. B. ( 1997), “The state of third-party logistics in Europe”, Logistics Management Jan., vol. 36 nl:
p80A

Hamel, J., S. Dufour and D. Fortin (1993), Case Study Methods, Newbury Park, CA: Sage Publications.
IGD (1994), Forecourt Retailing '94, Watford: Institute of Grocery Distribution Business.

LaLonde, B. J. and A. D. Maltz (1992), “Some Proposition about Outsourcing the Logistics Function”, The
International Journal of Logistics Management, vol. 3 nl: 1-11.

LaLonde, B. J. and M. C. Cooper (1989), Partnerships in Providing Customer Service: A Third Party
Perspective (Oakbrook, Ill.: Council of Logistics Management)

Lambert, D. M. and J. R. Stock (1993), Strategic Logistics Management (3™ ed.), The Mc-Graw Hill
Company.

Lieb, R.C. (1992), “The use of third-party logistics services by large American manufacturers”, Journal of
Business Logistics, vol. 13, n2; 29-42,

Mallen, B. (1973), “Functional Spin-Off: A Key to Anticipating Change in Distribution Structure”, Journal of
Marketing, vol. 37 n3: 19. In Sink, H. L. & C. J. Langley (1997), “A Managerial Framework for the Acquisition
of Third-Party Logistics Services”, Journal of Business Logistics, vol. 18 n2:163-189



26

Marien, E. J. (1996), “Making sense of freight terms of sale; answers to frequently asked questions from
shippers, carriers, and third parties. Transportation & Distribution, Sep., vol. 37 n9: 84-86.

McGinnis, M. A., C. M. Kochunny and K. B. Ackerman (1995), “Third Party Logistics Choice”, The
International Journal of Logistics Management, vol. 6 n2: 93-102.

Miles, M. B. and A. M. Huberman (1994), Qualitative Data Analysis, Thousands Oaks, Calif.: Sage
Publications

Moore, K. R. and W. A. Cunningham III (1999), “Social exchange Behavior in Logistics Relationships: A
Shipper Perspective”, International Journal of Physical Distribution & Logistics Management, Jan-Feb vol. 29
i1-2: 103.

Muller, E.J. (1992), “Third party catches on”, Distribution, July: 60-67

Philips, M. (1996), UK Convenience Store Retailing: The dynamics of growth in a key market sector, FT Retail
& Consumer Publishing.

Porter, M. (1985), Competitive Advantage: Creating and Sustaining Superior Performance, New York: The
Free Press.

Prahalad, C.K. and G. Hamel (1990), “The Core Competence of the Corporation”, Harvard Business Review,
(May-June): 79-91.

Quinn, J. B. (1992), Leveraging Knowledge and Service-based Strategies through Outsourcing, Intelligent
Enterprise, The Free Press: New York.

Rao, K. and R. R. Young (1994), “Global Supply Chains: Factors Influencing Outsourcing of Logistics
Functions”, International Journal of Physical Distribution & Logistics Management, vol. 24, n6: 11-19.

Rao, K., R.R. Young and J. A. Novick (1993), “Third party services in the logistics of global firms"” Logistics
and Transportation Review, vol. 29 n4: 363-370.

Razzaque M. A. and C.C. Sheng (1998), “Outsourcing of Logistics Functions: A Literature Survey”,
International Journal of Physical Distribution & Logistics Management, vol. 28, n2: §9-107.

Sheffi, Y. (1990), “Third Party Logistics: Present and Future Prospects”, Journal of Business Logistics, vol. 11
n2: 27-39.

Shingleton, J. (1998), “Development of Petrol Retailing in the United Kingdom”, Journal of the Marketing
Research Society, vol. 40 nl: 13-23.

Smith, J. A. (1998), “How to fill ‘em up”, The Grocer, vol. 221 n7340 (January 31): 42.

Sparks, L. (1994), “The Logistics Transformation of British Retailing: Concepts and Questions”, The
International Journal of Logistics Management, vol. 5 n2: 53-61.

Spears, B. (1997), “Logistics: Key to Corporate Strategy”, Transportation & Distribution: 69 - 72

Spekman, R. E., (1988), “Strategic Supplier Selection: Understanding Long-term Buyer Relationships”,
Business Horizons (July-August): 75-81.

Stevens, G. C. (1989), “Integrating the Supply Chain”, International Journal of Physical Distribution and
Materials Management, vol. 19, n8: 3-8.

Stigler, G. J. (1951), “The Division of Labor is Limited by the extent of the market”, Journal of Political
Economy 59, June: 185. In Sink, H. L. and C. J. Langley (1997), “A Managerial Framework for the Acquisition
of Third-Party Logistics Services”, Journal of Business Logistics, vol. 18, n2: 163-189.

Swaminathan, J. M., S. F. Smith and N. Sadeh (1994), “Modelling the Dynamics of Supply Chains”,
Proceedings AAAI-SIGMAN Workshop on Intelligent Manufacturing (August), Seattle, WA.

Wilkinson, I. F. (1996), “Distribution Channel Management: Power Considerations”, International Journal of
Physical Distribution & Logistics Management, vol. 26 n5: 31-41.

Yin, R. K. (1994), Case Study Research: Design and Methods (2™ ed.), Applied Social Research Methods
Series; vol. 5, Sage Publications Inc.



CRANFIELD WORKING PAPERS
List No 9, 1995

SWP 1/95 Andy Bytheway
“Information in the Supply Chain: Measuring
Supply Chain Performance”

SWP 3/95 Kevin Daniels, Gerry Johnson, & Leslie de
Chernatony
“Collective Frames of Reference, Recognition,
and Managers’ Mental Models of Competition:
A Test of Two Industries”

SWP 4/95 Alison Rieple
“Staffing as a Lever of Strategic Change - The
Influence of Managerial Experience, Behaviour
and Values”

SWP 5/95 Grafton Whyte & Andy Bytheway
“Factors Affecting Information Systems
Success”

SWP 6/95 Andy Bailey & Gerry Johnson
“The Processes of Strategy Development”

SWP 7/95 Valerie Bence
“The Changing Market for Distribution:
Implications for Exel Logistics”

SWP 8/95 Valerie Bence
“The Evolution of a Distribution Brand: The
Case of Exel Logistics”

SWP 9/95 Andy Bytheway
“A Review of EDI Research”

SWP 10/95 Andy Bytheway
“A Review of Current Logistics Practice”

SWP 11/95 Joe Peppard
“Broadening Visions of BPR: The Imperative of
Strategic Integration”

SWP 12/95 Simon Knox & David Walker
“Empirical Developments in the Measurement
of Involvement, Brand Loyalty and their
Structural Relationships in Grocery Markets”

SWP 13/95 Ashley Braganza & Andrew Myers
“Issues and Dilemmas Facing Public and
Private Sector Organisations in the Effective
Implementation of BPR”

SWP 14/95 John Mapes
“Compatibility and Trade-Off Between
Performance: An Alternative View”

SWP 15/95 Mike Sweeney & Marek Szwejczewski
“Manufacturing Standards of Performance for
Success”

SWP 16/95 Keith Thompson, Nicholas Thompson &
Roy Hill
“The Role of Attitudinal, Normative and
Control Beliefs in Drink Choice Behaviour”

SWP 17/95 Andy Bytheway
“Information Modelling for Management”

SWP 18/95 Mike Sweeney & Marek Szwejczewski
“Manufacturing Strategy and Performance: A
Study of the UK Engineering Industry”

SWP 19/95 Valerie Bence
“St.James’s Hospital and Lucas Engineering
Systems Ltd - A Public/Private Sector
Collaboration in BPR Project A - Elective
Admissions”

SWP 20/95 Valerie Bence
“St.James’s Hospital and Lucas Engineering
Systems Ltd - A Public/Private Sector
Collaboration in BPR Project B - The Re-
Organisation of Purchasing and Supplies”

SWP 21/95 Simon Knox & David Walker
“New Empirical Perspectives on Brand Loyalty:
Implications for Segmentation Strategy and

Equity”

CRANFIELD WORKING PAPERS
List No 10, 1996

SWP 1/96 Andy Bailey & Gerry Johnson
“Patterns of Strategy Development”

SWP 2/96 Simon Knox & David Walker
“Understanding Consumer Decision Making in
Grocery Markets: New Evidence from the
Fishbein Model”

SWP 3/96 Kim James, Michael Jarrett & Donna Lucas
“Psychological Dynamics and Organisational
Learning: from the Dysfunctional Organisation
to the Healthy Organisation”

SWP 4/96 Mike Sweeney & Marek Szwejczewski
“The Search for Generic Manufacturing
Strategies in the UK Engineering Industry”

SWP 5/96 John Baker
“Agility and Flexibility: What’s the Difference”



SWP 6/96 Stephen Adamson, Noeleen Doherty & Claire
Viney
“30 Years On - What Have We Learned About
Careers?”

SWP 7/96 Keith Goffin, Marek Szwejczewski & Colin
New
“Suppiier Base Management: An Empirical
Investigation”

SWP 8/96 Keith Goffin
“Operations Management Teaching on
European MBA Programmes”

SWP 9/96 Janet Price, Ashley Braganza & Oscar Weiss
“The Change Initiative Diamond: A Framework
to Balance Business Process Redesign with
other Change Initiatives”

CRANFIELD WORKING PAPERS
List No 11, 1997

SWP 1/97 Helen Peck

“Towards A Framework of Relationship

Marketing: A Research Methodology”

SWP 2/97 Helen Peck
“Towards A Framework of Relationship
Marketing: An Initial Case Study”

SWP 3/97 Chris Edwards & Joe Peppard
“A Critical Issue in Business Process Re-
Engineering: Focusing the Initiative”

SWP 4/97 Joe Peppard and Don Fitzgerald
“The Transfer of Culturally-Grounded
Management Techniques: The Case of Business
Re-Engineering in Germany”

SWP 5/97 Claire Viney & Shaun Tyson
“Aligning HRM with Service Delivery”

SWP 6/97 Andy Bailey & Gerry Johnson
“Logical or Processual? Defining
Incrementalism”

SWP 7/97 Keith Goffin
“Evaluating Customer Support Requirements at
the Product Design Stage”

SWP 8/97 Keith Goffin, Colin New & Marek
Szwejczewski
“How Innovative are UK Manufacturing
Companies?”

SWP 9/97 Kim James
“Beyond Individual Stress Management
Programmes: Towards an Organisational
System Approach”

SWP 10/97 Mark Hambly & Richard Reeves
“The Application of Foresight in UK Research
and Development”

SWP 11/97 Leslie Falkingham & Richard Reeves
“Context Analysis - A Technique For Analysing
Research in a Field, Applied to Literature on
The Management of R&D at the Section Level”

SWP 12/97 Ali Jawad & Richard Reeves
“Successful Acquisition of IT Systems”

SWPR13/97 Richard-Reeves

113 H 9%

SWP 14/97 Leslie Falkingham & Richard Reeves
“The Four Schools of Thought in Research and
Development Management and the Relationship

of the Literature to Practitioners’ Needs”

SWP 15/97 Val Singh
“A Qualitative Study of the Relationship
between Gender and Managerial Perceptions of
Engineers’ Commitment: Cases from the UK
and Swad
SWP 16/97 John Fielding
“Dividend Yields, Business Optimism and the
Predictability of Long Horizon Returns in the
UK”

SWP 17/97 Brenda Porter
“Audit Committees in Private and Public Sector
Corporates in New Zealand: An Empirical
Investigation”

SWP 18/97 Brenda Porter
“Securing Quality Audit(or)s: Attempts at
Finding a Solution in the United States, United
Kingdom, Canada and New Zealand”

SWP 19/97 Kim James & Michael Jarrett
“Group Regression and Team Development:
Implications for the Top Team Consultant”

CRANFIELD WORKING PAPERS
List No 12, 1998

SWP 1/98 Zhang Lihong & Keith Goffin
“Joint Venture Manufacturing in China - Key
Opportunities for Operations Management
Research”

SWP 2/98 Francis Buttle
“I Heard it Through the Grapevine: Issues in
Referral Marketing”




SWP 3/98 Helen Peck
“The Development and Implementation of Co-
Managed Inventory Agreements in the UK
Brewing Industry”

SWP 4/98 Val Singh
“Gender and Managerial Meanings of
Commitment in High Tech Engineering in the
UK and Sweden”

SWP 5/98 Joe Peppard
“IT in Organisations: A Framework for
Analysis”

SWP 6/98 Kusum Sahdev & Susan Vinnicombe
“Downsizing and Survivor Syndrome: A Study
of HR’s Perception of Survivors’ Responses”

SWP 7/98 Mark Jenkins & Steven Floyd
“Spinning your Wheels or Winning the Race:
Knowledge, Resources and Advantage in
Formula One Racing”

SWP 8/98 Francis Buttle & A.Adlaigan
“Customer Attachment: A Conceptual Mode! of
Customer-Organisation Linkage”

SWP 9/98 Joe Peppard
“IS/IT Management in the Global Enterprise: A
Framework for Strategic Alignment”

SWP 10/98 Keith Goffin & Colin New
“Customer Support and Product Innovation:
Three Exploratory Case Studies”

SWP 11/98 Joe Peppard & Patrick Butler
“Consumer Purchasing on the Internet:
Processes and Prospects”

SWP 12/98 Haider Ali & Sue Birley
“The Role of Trust in the Marketing Activities
of Entrepreneurs Establishing New Ventures”

SWP 13/98 Joe Peppard & John Ward
“*Mind the Gap’: Diagnosing the Relationship
between the IT Organisation and the Rest of the
Business”:

SWP 14/98 Cliff Bowman & Véronique Ambrosini
“Value Creation versus Value Capture: Towards
a Coherent Definition of Value in Strategy - An
Exploratory Study”

SWP 15/98 Alan Harrison
“Enablers and Inhibitors to Manufacturing
Strategy”

SWP 16/98 Joe Peppard & Rob Lambert
“Whose Job is it Anyway?: Organisational
IS/IT Competencies for Value Creation”

SWP 17/98 Haider Ali & Petronila Anselmo
“Women’s Perceptions of their Role Portrayals
in Print Adverts: A Qualitative Study”

SWP 18/98 David Partington
“Building Grounded Theories of Managerial
Behaviour from Interview Data”

SWP 19/98 Keith Thompson & Yat Ling Chen
“Personal Values Underlying Women’s
Perceptions of Fashion Store Images”

SWP 20/98 Keith Goffin
“Customer Support Distribution Channels: Five
Exploratory Case Studies”

CRANFIELD WORKING PAPERS
List No 13, 1999

SWP 1/99 Haider Ali & Sue Birley
“Integrating Deductive and Inductive
Approaches in a Study of New Ventures and
Customer Perceived Risk”

SWP 2/99 Haider Ali & Yalgin Gol
“Brand Attitude and Image Congruence
Amongst Teenagers”

SWP 3/99 Ulrich Franke
“Logistics Networks: The Future Trend in
Logistics Management”

SWP 4/99 Keith Thompson, David Palmer-Barnes &
Nicholas Thompson
“Personal Values and Food Choice: An
Application of Means-End Analysis”

SWP 5/99 Joe Peppard
“Bridging the Gap between the IT Organisation
and the Rest of the Business: Plotting a Route”

SWP 6/99 Brenda Porter
“Survey of In-House Tax Departments in
United Kingdom Corporates”

SWP 7/99 Adam Lindgreen & Ian Crawford
“A Multiple, Embedded Case Study of
Contemporary Practices of Relationship
Marketing in the Danish-British and New
Zealand-British Food Supply Chains: A
Research Methodology”

SWP 8/99 Caroline Roberts
“A Review of Decision Analysis Methods for
Application to Risk Based Management of
Structural Assets”



SWP 9/99 Joe Peppard, Chris Edwards & Rob Lambert
“A Governance Framework for Information
Management in the Global Enterprise”

SWP 10/99 Sue Holt
“Relationship Marketing and Relationship
Managers: A Customer Value Perspective”

SWP 11/99 Adrian Payne & Sue Holt
“Diagnosing Customer Value: A Review of the
Literature and a Framework for Relationship
Value Management”

SWP 12/99 Jos van Ommeren & Chris Brewster
“The Determinants of the Number of HR Staff
in Organisations: Theory and Empirical
Evidence”

SWP 13/99 Adam Lindgreen & Ian Crawford
“A Multiple, Embedded Case Study of
Contemporary Practices of Relationship
Marketing in the Danish-British and New
Zealand-British Food Supply Chains:
Preliminary Findings from the Danish-British
Food Supply Chain”

CRANFIELD WORKING PAPERS
List No 14, 2000

SWP 1/00 Fred Lemke, Keith Goffin, Marek
Szwejczewski, Colin New, Rolf Pfeiffer &
Bertram Lohmiiller
“Supplier Base Management: The Contrast
between Germany and the UK”

SWP 2/00 Jennifer Abley
“Stated Preference Techniques and Consumer
Decision Making: New Challenges to Old
Assumptions”

SWP 3/00 Ulrich Franke & Otto Jockel
“Virtual Logistics: An Exploratory Case Study”

SWP 4/00 Yemisi Bolumole
“Supply Chain Management — A Review of
Relevant Literature and Theory”

SWP 5/00 Adam Lindgreen & Ian Crawford
“A Multiple, Embedded Case Study of
Contemporary Practices of Relationship
Marketing in the Danish-British and New
Zealand-British Food Supply Chains: Research
Issues”

SWP 6/00 Yemisi Bolumole
“Outsourcing the Logistics Function: The
Supply Chain Role of Third-Party Logistics
Service Providers in UK Convenience
Retailing”




