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3PLs
and Their Coming of Age
Companies have been outsourcing the logistics of taking care of “non-core”
business for hundreds of years. However, third-party logistics (3PL) as an
industry is relatively new; it is only a couple of decades old and is still growing
and maturing. The industry has had and continues to have monumental
growth spurts and has come a long way in a relatively short time. In 2013, the
industry was valued at around $1.39 trillion in the United States and $4 trillion
worldwide.1
Historically, companies have cautiously used 3PL providers to perform a
limited number of core activities, such as warehousing and transportation. Over
time, however, companies have increasingly asked their 3PL providers to do
more in terms of managing and optimizing elements of the supply chain and
moving toward a more collaborative and integrated relationship built on trust
and common goals.
According to the information technology research and advisory firm Gartner,
Inc., in its annual Magic Quadrant for Global Third-Party Logistics report,2
research demonstrates 3PL providers have extended their services beyond basic
services, driving opportunities to elevate their value-added propositions and
resolve additional customer supply chain challenges. No longer is the supply
chain limited to trucks, pallets, and warehouses; today, the associated “tickboxes” and “labels” of yesterday are giving way to a single amorphous category:
providers of supply chain software and services.
It has been well-documented supply chain challenges can weaken the
foundation of any business, challenge product flow, erode customer satisfaction,

Whether companies
need a minor supply
chain touch-up or a major
overhaul, collaborating
with a knowledgeable
and highly strategic
3PL partner will bring
measurable value via the
optimization of the entire
enterprise.

and drain profits. Whether companies need a minor supply chain touch-up or
1. 25th Annual “State of Logistics Report®”: Ready for a New Route N.p., n.d. Web. <http://www.penskelogistics.
com/newsroom/2014_6_17_pl_CSCMP_2014_report.html>.
2. Gartner. Inc. “Magic Quadrant for Global Third-Party Logistics Providers.” Magic Quadrant for Global ThirdParty Logistics Providers. N.p., n.d. Web.
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a major overhaul, collaborating with a knowledgeable and highly strategic 3PL
partner will bring measurable value via the optimization of the entire enterprise.

Advantages
of a 3PL Partnership

1|

Core
Competency

Companies are realizing the value of having one strategic partner with

What’s Gained
from Outsourcing?
 Core Competency
 World Class Solutions
 Deep Industry Expertise

vast logistics expertise that allows them to focus on their core business.

 Best-of-Breed Technology

According to the 2014 18th Annual Third-Party Logistics Study,3 global

 Lean Methodologies

shippers are now looking for a more unified approach to outsourced
logistics management. Of shippers surveyed, 56% said they are narrowing
their focus to work with fewer 3PL providers. This synergistic relationship

 Buying Power
 Less Capital Commitment

helps companies to achieve supply chain excellence. By operating with a
core-competency approach, businesses can focus on designing, making,
marketing, and selling their products without worrying about the logistics
of getting their products from point A to point Z. By working with a 3PL
provider, companies can also improve qualitative and quantitative metrics.

2|

World-Class
Solutions

With their proven expertise, presence in key geographies and operational
models, 3PL providers develop world-class innovative and proactive
solutions in key industry verticals. By partnering with a 3PL provider,
companies can execute their goals by aligning them with the 3PL provider’s
expansive portfolio of services, systems, and solutions without the capital
expense. In addition, companies can rely on 3PL providers for global
expertise, including regulatory compliance to mitigate business risk and

By partnering with a 3PL
provider, companies can
execute their goals by
aligning them with the
3PL provider’s expansive
portfolio of services,
systems, and solutions
without the capital
expense.

eliminate unexpected delays and business costs.

3. Dunning, John H. The Globalization of Business: The Challenge of the 1990s. London: Routledge, 1993. Print.
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Deep Industry
Expertise

3PL providers offer a vast talent pool of industry experts that oversee
and execute processes on behalf of their clients. Their team members are
thought leaders and industry experts. Through training and development,
the 3PL provider shares intellectual capital to create a competitive
advantage.
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Best-of-breed
Technology Solutions

3PL providers’ equipment and IT systems are constantly updated and
adapted to fit customers’ requirements. A 3PL provider can meet the
technical requirements in a faster and more cost-efficient way than a
company could do itself. Investments in cloud-based computing and
proprietary technologies offer end-to-end seamless transparency across
the supply chain. By partnering with a 3PL provider, companies can
immediately tap best-of-breed solutions without the cost and liability of
constantly updating and upgrading systems.

5|

Lean
Methodologies

3PL providers can drive incremental business improvements and eliminate
waste by harnessing the power of Lean processes and tools such as Kaizen,
Gemba, Takt Boards, A3 Thinking, Water Spider Techniques, and Walk
Pattern Sheets. By applying these proven best practice tools and Lean Six
Sigma methodologies, 3PL providers can create a roadmap incorporating

3PL providers cover
the fixed costs of
owning and operating
the infrastructure and
systems of the supply
chain, thus freeing up
capital for investment in
growth opportunities.

innovative solutions and continuous improvement measures to generate
business and cost improvements. Experienced 3PL providers use the latest
tools and offer the best in warehouse management systems (WMS) and
transportation management systems (TMS), offering real-time tracking
and visibility across the supply chain to enable their clients to reduce cost
and eliminate waste.
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Low Capital
Commitment

3PL providers cover the fixed costs of owning and operating the
infrastructure and systems of the supply chain, thus freeing up capital for
investment in growth opportunities.

7|

Buying
Power

3PL providers can leverage their buying power across their entire client
base in order to provide the best rates.

8|

Disaster
Recovery

The best 3PL providers employ proactive disaster recovery plans, including
business continuity and customer security planning, keeping their clients

Select a 3PL
Partner Who:
 Has a Continuous
Improvement Culture
 Invests in Training and
Development
 Provides Control and
Communication
 Creates Value
Through Supply Chain
Optimization
 Reports Performance

connected to their customers without missing a step.

Critical Factors
to Consider in 3PL Selection
Continuous Improvement in their DNA
Continuous improvement is a fundamental element to any partnership, whether
internal or external. Work with a 3PL provider that employs industry experts
who can drive your business forward, providing education on industry trends
and opportunities and anticipating your needs with innovative step change
improvements throughout your supply chain.

Investment
Ensure that a 3PL provider is investing the time and talent to drive value
throughout your supply chain. They should invest in ongoing training and
development to guarantee that their team members, and yours, are fully engaged
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and highly motivated to be “remarkable.” Remarkable businesses leave a lasting
impression; they implement continuous improvement initiatives committed to
excellence and innovation.

Control
Make sure your 3PL provider offers open and honest communication regarding
objectives and KPIs and tests any implementation along the way to tirelessly
strive for continuous improvement. This will improve visibility and control.

Optimization
Your 3PL provider should create value by implementing services and
solutions that optimize your existing supply chain functions utilizing Lean
methodologies, data, and technology.

Reporting
Reporting is critical to understanding and recognizing a 3PL provider’s

Customers require 3PL
providers to be invested
in their success, aligned
culturally, and to exceed
expectations. They need
an integrated partner that
delivers value at every
turn.

performance, whether good or bad. It will also provide visibility and control.

Conclusion
Customers require 3PL providers to be invested in their success, aligned
culturally, and to exceed expectations. They need an integrated partner that
delivers value at every turn. No longer are companies looking for short-term
cost-saving solutions. According to Kate Vitasek, co-author of the book Vested
Outsourcing: 5 Rules that Will Transform Outsourcing,4 if companies are not
collaborating with their service providers, they will miss out on opportunities
for innovation and total cost reduction through process transformation. By
establishing shared principles and cultural alignment, a company will become
more successful and enjoy greater cost reductions.
Want to learn more about what a 3PL can do for you? Contact one of our
supply chain experts to see how we’ve improved efficiency and generated
bottom line savings for our customers.
4. Kate Vitasek, et al., Outsourcing: 5 Rules that Will Transform Outsourcing. New York: Palgrave Macmillan, 2013. Print.
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