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1 Introduction 1

1 Introduction

The economic context of industry and trade is characterised by an increasing
stress of competition. Rising customer expectations are manifested in the demand
for increasing product quality, service levels, and price sensitivity. In addition,
product life cycles get shorter and product individualisation is on the increase.
This situation is intensified by a rising volatility of markets. An intensifying inter-
organisational division of labour relieves the resulting pressure on cost and per-
formance. This leads to a concentration on core competencies by the companies'
involved in the value-added chain and to a reduction in the respective vertical

range of manufacture (Wildemann, 2005a: p. 1).

Such development is also increasingly valid for the required logistics services.
The relevance of logistics has been acknowledged since the 1980s. Academic
literature agrees that logistics does not only influence the cost situation of organi-
sations but also their competitive positioning. The question arises as to which the
vertical range of logistics® is the optimum and in which constellation logistics
services should be performed. Main players on the logistics market are the out-
sourcing company3 and logistics service providers with various offers of logisti-
cal solutions. In recent years, a comprehensive market for external logistics
services has evolved (Stadtler-Schumann, Britsch, 1999) that further adds to the

complexity. The question which logistics services should be outsourced is com-

" In the context of this work the terms ‘company’, ‘organisation’ and ‘enterprise’ are used
synonymously.

? “Vertical range of manufacture’ defines the share of the value added that an organisation
produces in-house. In literature there is no term defining the vertical range of manufacture
in relation to the overall logistical performance. Therefore, for the purpose of this research
the term vertical range of logistics is created. The vertical range of logistics is defined as
the overall share of logistics services performed in-house in relation to the logistics ser-
vices performed externally by logistics service providers.

* In the context of this work the terms ‘outsourcing company’, ‘shipper’, ‘outsourcer’, ‘focal
company’ and ‘buyer of logistics services’ are used synonymously.
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plemented by the question of who should produce the required logistics service

and how this logistics service provider* should be managed.

In addition to the logistics market, the role and the contents of logistics have
changed. Innovative concepts and new design approaches are developed to enable
logistics to react efficiently, flexibly and to handle complex situations. Further-
more, strategic issues have increased in importance in recent years. Logistics has
reached a firm position in the strategic configuration of the company. Since the
foundation of logistics as a scientific discipline and since the acknowledgement
of logistics as an independent and important working field in practise, the busi-
ness context has changed. The general trend towards an intensifying and global
cooperation provokes an adjustment of logistical processes and an uplift of spe-
cific problems. In this context, logistics is a strategic management instrument in
companies and networks. Logistics influences company strategies, the intention
of which is to gain sustainable competitive advantages and to secure the long-
term survivability of a company in the market. To reach these goals, logistics
links companies, suppliers and customers. In doing so, logistics is responsible for
the holistic’ planning, steering, and implementation as well as the control of all
company-internal and -external flows of goods and information. In parallel, logis-

tics is very seldom seen as a core competency of companies.

The above trends result in logistics structures that are based on expanding inter-
organisational service interdependencies. As a basic rule, these intensified inter-
organisational relations reduce the room for manoeuvre concerning the unre-

stricted flow of goods for the outsourcing companies. Therefore, it can be stated

* In the following, the term ‘logistics service provider’ will be abbreviated by ‘LSP’.

> “Holistic’ is a Greek term meaning ‘all’, ‘entire’ or ‘total’. Holism is the idea that all the
properties of a given system cannot be determined or explained by the sum of its compo-
nent parts alone but that all of the individual parts have to be analysed as well. In the con-
text of this work ‘holistic’ relates to the far-reaching definition of logistics used (see also
chapter 3.2.1 and chapter 3.5.1).
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that company-spanning value-added chains, due to their high interdependencies
of the involved companies and their complex planning, design, (risk-) manage-
ment and controlling®, pose high demands on the management approach of the
participating companies. Furthermore, it can be noted that the inevitable coordi-
nation intensity leads to a significant rise in the company-spanning coordination
costs. This results in a necessity for improved planning, design, management, and
control of the inter-organisational value-adding activities and the involved market
players. In the present study focus lies on the inter-organisational cooperation7 of
the outsourcer in several industries with diverse types of LSPs (carriers®/ freight
forwarders’/ third-party logistics providers (3PL'®)/ fourth-party logistics provid-

ers (4PL'")). In addition, focus lies on the implications of varying logistical situa-

% In section 5.3.2 the use of the term ‘controlling” in the present study is defined.

" The management of logistics service providers always bases on some type of cooperation
form. In this context, the term cooperation comprises each business connexion between an
outsourcer and a logistics service provider, be it a one-time order or a long-term relation-
ship. Hence, the terms ‘logistics cooperation’ and ‘management of logistics service pro-
viders’ is used synonymously in this work.

¥ “Carriers’ are logistics service providers that offer single logistics services for a large anony-
mous market. These single services can be basic logistics services or system components
of a logistical concept. They own the physical transport means and offer their transport
capacities, whereby their aim is a high utilisation of their assets (Weber et al., 2002: p.
29).

? ‘Freight forwarders’ offer linked logistics services for which they arrange, own and/ or exter-
nal resources. Freight forwarders take over the organisation of national, European-wide or
global transport, including additional classical logistics services such as storing or han-
dling. The main difference with carriers is the service portfolio that integrates several sin-
gle services to a more integrated solution.

1% A “third-party logistics provider’ (3PL) is a firm that provides outsourced or ‘third-party’
logistics services to companies for part or sometimes all of their supply chain management
function. Third-party logistics providers typically specialise in services that can be scaled
and customised to customer’s needs based on market conditions and the demands and de-
livery service requirements for their products and materials.

" A “fourth-party logistics provider’ (4PL) is a term coined by consulting firm Accenture: “A
4PL is an integrator that assembles the resources, capabilities, and technology of its own
organisation and other organisations to design, build and run comprehensive supply chain



