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The rise of outsource logistics service providers has, traditionally, made internal logistics teams uneasy, but there could still be a bright future for these professionals.
The chief executive of logistics software provider Management Dynamics, Jim Preuninger, says he is seeing a trend emerging amongst large enterprises ($1 billion in turnover or more) — they’re beginning to use their internal logistics teams in a new way.

“They’re becoming a fourth-party logistics (4PL) service provider right inside the corporate enterprise,” he claims.

Large companies face the challenge of synchronising supply with demand, while the world around them changes all the time.

They are having to become more global, sourcing materials from an ever wider range of countries, while striving to penetrate new markets around the world.
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With sourcing and distribution activities spreading, the logistics activities of large enterprises are becoming more complex. This means that it makes more sense now than ever to use a lead logistics provider, a 4PL.

The expertise required to establish new practices and techniques, establish a logistics centre of excellence, even re-engineer the entire supply chain, can come from this source, Mr Preuninger believes.

“Even if it’s only a handful of people,” he says, “they can be the lead architects for all this. They can be a central point for control, a kind of traffic cop, while also managing all the key relationships.”

He believes the first job of the corporate 4PL is to look across the enterprise to see what the supply chain looks like. Often it’s “a real spider’s web”, he warns, with lots of overlap across different business units.

The corporate 4PL must bring a better order to this, deciding on outsourcing options, on modal shifts in the transportation network, and so on.

On this last point, Mr Preuninger says, depending on the product and the trade lane, it can make almost no difference “going ocean compared to going air”. However, he adds that it’s also true that quality of inventory on delivery can sometimes be better by ocean than by the faster route for the simple reason that products are touched fewer times.

Like every other player in the logistics industry, the corporate 4PL must strive to add value at every turn.

One example Mr Preuninger offers concerns trade agreements, of which he has counted 34 around the world at the moment. “Understanding all the sourcing options and taking advantage of these could be on of the value-added services the corporate 4PL could offer,” he says.

Even carrier selection still leaves room for adding value, in his opinion. Many companies have a clear idea already of how to do this in the context of domestic transportation, but in international transportation, there’s still plenty of scope for adding value.

The examples Mr Preuninger has to hand include pharmaceutical manufacturer GSK (see image). He says its internal 4PL has an analytics tool that is allowing it to find “black holes” throughout the GSK supply chain, and measure performance. “This company has saved $50 million in working capital by reducing the amount of inventory in transit, and has cut its total logistics cost by between five and eight per cent each year for the last three years,” he says.

These are prizes worth chasing. 
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