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data about the accuracy and values of the past articles published in the digital
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the challenges into different common categories namely; barriers due to
technological advancements, logistics flexibilities, industrial dynamics and lack
of proactivity, minimising the lead time as well as customers’ satisfaction and
future expectations.

Keywords: challenges/barriers; third-party logistics; literature review; supply
chain management.

Reference to this paper should be made as follows: Shi, Y., Osewe, M., Li, Q.,
Han, L. and Liu, A. (2019) ‘Global challenges and research gaps for third-party
logistics: literature review’, Int. J. Logistics Economics and Globalisation,
Vol. 8, No. 1, pp.46-66.

Biographical notes: Yangyan Shi is an Associate Professor in the College of
Economics and Management at the Nanjing Agricultural University in Nanjing,
China. He is also a member of Centre for Supply Chain Management at the
University of Auckland Business School, New Zealand. He obtained his PhD in
Operations and Supply Chain Management from the University of Auckland.

Copyright © 2019 Inderscience Enterprises Ltd.



Global challenges and research gaps for third-party logistics 47

He received his MSc in Supply Engineering and Logistics from the University
of Warwick and an MBA degree from the Auckland University of Technology.
He had several years of industrial experiences in logistics and supply chain
management in China, UK and New Zealand. His research interests include
operations management, logistics, supply chain management, quality
management, procurement and third-party logistics.

Maurice Osewe is a post-graduate student at the Nanjing Agriculture
University, Economics and Management Department, China. He earned his
Bachelor’s in Agricultural Economics and Resource Management from the Moi
University, Kenya. He is interested in the social and econometric research.

Qianyu Li is a post-graduate student at the Nanjing Agriculture University,
Economics and Management Department, China. She received her Bachelor of
Marketing Management from the Shandong Agricultural University, China.
Her research interests include logistics and supply chain management.

Lu Han is a post-graduate student at the Nanjing Agriculture University,
Economics and Management Department, China. She received her Bachelor of
Agricultural and Forestry Economic Management from the Northeast
Agricultural University, China. Her research interests include logistics and
supply chain management.

Aijjun Liu is an Associate Professor in the College of Economics and
Management at the Nanjing Agricultural University in Nanjing, China. He
received his PhD and Master’s in Agricultural Economics and Management
from the Nanjing Agricultural University. He was also a Visiting Scholar for
one year in Curtin University, Australia and had being working with local
agricultural sector in China and some Africa countries. His research interests
include agribusiness and rural development.

1 Introduction

The third-party logistics phenomenon existed over half a century ago and ever since the
sector has expanded dramatically. Consolidation has taken centre stage of this industry in
regards to the large third-Party logistics providers (3PLs) and mega-3PLs (Mentzer et al.,
2001). In essence, several motivations seem towards achieving the scale economies and
creating a one-stop shop for the 3PLs needs. Therefore, most firms selling or producing
goods at least use 3PLs for their domestic and global operations. It is because of these
benefits that such companies rip from the 3PLs (Langley, 2017). However, amidst the
3PLs experienced growth, they face several challenges both internally and externally. On
the other hand, outsourcing is understood to be the contracting of the management and
the operational control of the logistics functions to the unrelated third-party companies.
In reality, they are the firms offering the contract logistics services (Lieb and Lieb, 2009).

Several definitions have been noted regarding logistics outsourcing. Christopher
(1994), defined outsourcing as the strategic use of the outside firms to conduct functions
traditionally operated by the internal staffs and resources. It is a viable business strategy
that turns the non-core duties over to the outside suppliers to spread their risks, leverages
their resources as well as concentrating on the fundamental issues that hold the future



48 Y. Shi et al.

growth of their companies. Cooper et al. (1997) noted that there are several levels of
supply outsourcing such as the third-party providers and fourth party providers.

Aziz and Sherzod (2014) documented that fourth-party logistics providers (4PLs) are
a relatively new model by the industry standards. They offer many of the similar services
as 3PLs hence it is difficult to understand the specific distinction between 3PLs and
4PLs. Soderoa et al. (2013) defined a 4PLs as the logistics provider with an independent
non-asset-based integrator. It acts as the focal point of contact for the customers in
determining and assembling technology and other resources from both the organisations
and other 3PLs to run a client’s supply chain (Yang, 2014a). Harland et al. (2007) noted
that the difference between 3PLs and 4PLs is the control and accountability that the 4PLs
has over the customer’s supply chain. Fourth logistics providers act instead of the
customer and should remain objective in their decision-making to serving the client’s best
interest (Lieb and Lieb, 2010). On the other hand, Gupta et al. (2011) indicated that SPLs
construct, organise and implement logistics solutions and technologies on behalf of
multiple customers. Thus, the difference between 4PLs and 5PLs is that fifth party
logistics providers have an extensive focus on e-business solutions. Langley (2015) added
that the 5PLs are committed to achieving the minimum cost. However, this review will
concentrate mostly on the 3PL logistics providers.

According to Aziz and Sherzod (2014), third-party logistics providers, abbreviated as
3PLs, was initially used in identifying intermodal marketing firms in the 1970s. As a
result, it allowed shipments from the suppliers and delivered them to the final carriers.
Thus, they are the intermediate logistics providers that assume the bundled services for
both the suppliers and the customers. Significantly, most of the outsourcing is done to
acquire talents, resources and expertise that does not exist within the organisation such as
the competitive advantage and special knowledge. However, Hertz and Alfredsson (2003)
offered a different definition of the term 3PLs. They defined the 3PLs as the companies
that provide goods and services that they do not own. In somewhat a related meaning,
DeGroote and Marx (2013) indicate that 3PL is defined as the multiple distribution
activities offered by a third party that never assumes the inventory ownership. In reality,
3PLs perform related operations that the suppliers do not manage. Further, in logistics
sphere, third-party logistics considers the distribution aspects of finished or unfinished
products, processed and unprocessed products, as well as raw materials. It assists the
firms to enhance their customer services, operations and enhancing a complete
concentration on their competencies.

Ellram and Cooper (1990), referred to 3PLs as the service firm that offers services on
behalf of the shipping entity with the management, warehousing and transportation
responsibilities. However, Evangelista et al. (2012) defined 3PLs regarding time and
space and, thus resolved that it is an external firm that gets the products to the consumers
at the right time, in the right place and at the right cost. Therefore, there are several
aspects to note in the above definitions by different scholars. It is evident that 3PLs
assumes broad interpretation depending on the depth of the services offered. However, it
is also correct to conclude that some explanations are narrow and carry more exclusive
focus. Critically, in this paper, 3PLs are defined as the external entities that offer multiple
or single logistic services to the final customers and is usually contracted. Again, the
producer’s perspective indicates that the covers to their businesses are all-inclusive,
whereas the customers perspective dictates that outsourcing is an inappropriate activity
that significantly varies. In the contemporary world, outsourcing any logistics duties to
the third-party providers is a broad practice that is operated globally.
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Logistics has often been a significant part of every economy as well as every business
entity. The global trends have facilitated the outsourcing of the logistics functions to the
third-party logistics (Vishal et al., 2013). As a result, it assists them to concentrate on
their essential core competencies and thus generate impressive revenues. The high 3PLs
growth is an attribute to customers’ needs and challenges. For instance, the logistics
clients use the 3PLs’ technology to bridge a gap in their internal platforms. Hence, an
acquisition leaves a gap in an organisations ability to fully integrate into their network
(Yang, 2014b). The strategic relations that contain information gaps can result in
disruptions in supply chains. According to Zhou and Zhang (2013), the ability to quickly
change distribution flow, to respond rapidly on the global basis and provision of accurate
fundamental performance indicators are some of the strengths of 3PLs. At the same time,
behind all these growth and success, there are quite some challenges facing the 3PLs and
distribution industry. As noted by Yang (2014b), the global challenges facing the 3PLs
should be paid attention to and solved for the continued logistics growth.

The 3PLs topics have immensely attracted several surveys that never existed in the
early 1990s. It, therefore, indicates that the 3PLs can be useful in any industry, be in
manufacturing, service or retail. It, thus, gives precedence over other innovative
technologies world over. Interestingly, the 3PLs contain a substantial influence on the
improvements in the logistics performance, specifically in refining the logistics quality. It
can be observed in the cycle time reductions and quality improvements. Similarly, greater
effects of the solutions providers on the performances indicate that such improvements
are as a result of the wider logistics outsourcing that came as a result of the levels
integrations. Substantially, it assists the decision makers in drawing strategic and tactical
policies. The roles of the 3PLs in the supply chain in general, as well as the logistics
services provision, in particular, are increasing. Again, changes in the manner in which
the logistics processes are managed are matters of designing or redesigning the logistics
and transport systems.

The success of redesigning or designing the logistics systems largely depends on the
shippers-3PLs relationship and the ability to overcome the barriers that exist. Again,
based on the assertions of Frohlich and Westbrook (2001), on their third-party provider’s
review, several barriers are pulling its efficiency downward. Researchers have done
significant work in finding the real challenges that these 3PL firms face in the course of
their operations though none has ever done a review of the same surveys. Therefore, this
paper will solely review the previous literature on the barriers that 3PLs face globally.

2 Methodology

2.1 The scope of the analysis

This review focuses on the literature relating to the third-party and supply chain
integration challenges from the global perspective of the logistics management specialists
as well as researchers. Articles dealing with the use of greener transportation modes and
reverse logistics were, as well included in the analysis. Further, the methodology adopted
the following processes, the review protocol, exclusion and inclusion, selection procedure
and strategies, quality assessment and data extraction and synthesis. The processes are
explained as follows. The overall surveys were fundamentally conceptual or based on the
empirical literature. Only a few were based on the multi-method techniques.
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2.2 The review process

As indicated in the introduction, this study is a systematic literature review (SLR) — a
process that combines all the existing research literature related to a particular research
question or topic (Kitchenham, 2007). The prime reason for this kind of review is to
collect, analyses and evaluates evidence about a particular topic of study. It allows for the
observation of the existing research gaps within the existing literature as well as
recommendations for further studies. As indicated by Unterkalmsteiner et al. (2012), SLR
offers greater insight and deeper understanding of the subject being addressed. As a
result, in this review, the authors have followed the format proposed by Kitchenham and
Charters (Kitchenham, 2007). The proposal indicates that a review should consist of three
phases, such as planning, conducting and reporting. However, every phase contains
sub-elements such as review questions, review protocol, exclusion and inclusion,
selection procedure and strategies, quality assessment and data extraction and synthesis.
The processes are explained as follows.

2.3 Review protocol

It is a comprehensive review protocol that would offer guidance and a clear path for the
progress of the study. The review protocol is important because it specifies the approach
used in undertaking the completion of the study’s objectives, by minimising the research
biasness (Kitchenham, 2004). The process consisted of several phases including the
research setting, strategy, review objectives, criteria for the review selection process,
quality assessment elements, data extraction techniques and synthesis of the extracted
information (Kitchenham, 2007). The review objectives have been outlined in the
previous sections, whereas the following sub-sections comprises of further information
regarding the remaining listed elements.

Table 1 Inclusion and exclusion criteria

Included articles were e Available as full-text

e Published between 1990 to 2017

e Written in English

o Related to the research objective

e Published in the selected digital databases
Excluded articles o Full-text not available

e Qutside the search epoch time

¢ Containing a non-English manuscript

e Not related to the research objectives

e Duplicated studies

2.4  Inclusion and exclusion criteria

The main objective of applying the inclusion and exclusion criteria is to make sure that
all the selected primary literature in the SLR is pertinent and related to the study. Further,
the purpose of this systematic review is to understand the Global challenges facing the
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3PLs. The review entailed collecting related data from the journal articles, conference
papers, workshops and book chapters, published in English and in digital databases from
1990 to 2017. As a result of the peer-review process, the authors excluded research
articles whose contents did not apply to the challenges facing the 3PLs. Table 1 indicates
the criteria for this review.

2.5 Search strategy

The literature review search methods consisted of both the automatic and manual search.
Both of the search techniques were used to explore the review content further including
the additional studies that could provide broader aspects. According to Kitchenham
(2007), the manual search is conducted for the primary study references after the
automatic search. Similarly, the automated search technique was benchmarked on the
research keywords and was undertaken in the digital databases to address this review’s
aims. As a result, the online databases including Web of Science, ScienceDirect, IEEE
explore, Scopus and ACM Digital Library were selected as the fundamental sources for
this study. The listed databases were selected because they are deemed as the most
relevant, offering complete information for the field of third-party logistics management.

However, to establish boundaries in this study, the keywords of interest were
searched for in titles of abstracts. Further, to match the identified keywords with the
published research and relevant literature, a combination of 3PLs keywords were used in
the selected databases. The objective of the same was to identify as many relevant articles
as possible within the databases. These keywords included: ‘3PLs global challenges OR
Barriers,” ‘Global barriers facing 3PLs,” ‘International Challenges facing 3PLs,” ‘3PLs
cross-border challenges,” and ‘International Logistics Barriers.” After this searching
stage, the authors employed a manual search for the second stage. In essence, a forward
and backward search approach was used to trace the collected references for primary
literature. It boosted the fact that the review achieved its aims and answered the proposed
research question. Moreover, the second manual search authenticated that the systematic
search was relatively complete as well as indicating if the study missed on anything. All
these assisted in sorting out the primary studies through the Mendeley application. It also
made easy to remove the duplicates as well as keeping the collected literature.

2.6 Study selection process

After completing the first and second stages of search processes, 288 papers were
obtained as the outcome. Further, out of this total, 98 papers were duplicates and were
removed accordingly using the Mendeley application. After the removal of the duplicated
articles, the inclusion and exclusion criteria were applied to the remaining 190 articles,
focusing on each paper’s abstract and title. The objective of this was to eliminate the
articles that were of no use to the study. 100 studies were excluded through this step,
based on the research abstract, titles and keywords. This left a total of 90 studies. As
recommended by Kitchenham (2007), all the studies that did not cover the aims included
in this literature review were excluded. Further, in identifying the existence of irrelevant
and unclear studies, a full-text scanning of the remaining articles was undertaken. As a
result, 24 studies were excluded, leaving 66 studies. In the final stage of the review
process, the snowballing approach was included as a means of scanning the references of
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the primary studies. In ensuring the review accuracy, the authors applied a manual search
of the horizontal and vertical techniques using the Google Scholar as a means of
obtaining more reliable primary studies. Therefore, 66 articles were screened and
14 other articles were obtained. Thus, the final result of the systematic review included
80 primary articles. However, the final articles were subjected to quality assessment
criteria and six articles were removed. As a result, the authors selected 74 primary articles
for this particular review.

Figure 1 Selection diagram (see online version for colours)

Records identified through Additional records identified
database searching (n = 288) through other sources (n = 0)

A

Records after duplicates removed

(n=190)
v
Records screened Records excluded
(n =190 (n =100)
Full-text articles assessed for Full-text articles
eligibility (n = 90) » excluded, with reasons
(n=24)
Google schol -14 Studies included in Excluded in quality
oogle scholar (n = 14) qualitative synthesis (n = 66) assessment (n = 6)

'

Selected studies for review
(n=74)

Moreover, the distribution of the number of the primary studies used in this review and
retrieved from various digital databases during the systematic search is illustrated in
Table 2. The most studies gathered before the selection process was obtained from
ScienceDirect (114), followed by Web of Science (94), Scopus (40), ACM Digital
Library (21) and the IEEE explore (19). Similarly, Google Scholar was not included in
the initial selection stage. The second selection process indicated that most of the relevant
articles were obtained from Web of Science (19), ScienceDirect (18), Scopus (15), IEEE
explore (8), Google Scholar (8) and ACM Digital Library (6).
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2.7  Quality assessment

Kitchenham (2007) observed that the principle of quality assessment had assisted
researchers in evaluating the quality of every selected review paper, using a set of certain
criteria. As a result, the authors conducted a quality assessment as a means of quality and
accuracy evaluation of the selected primary studies. The authors used the following QA
criteria to evaluate the quality and accuracy of the primary sources.

QA1  Isthe topic addressed in the paper related to global challenges facing 3PLs?
QA2  Is the research methodology sufficiently described?

QA3  Isthe data analysis method accurately evaluated in the article?

QA4  Isthe research context clear?

QA5 Are the data collection methodology criteria precisely explained in the paper?

The above quality assessment questions were used to evaluate the 80 selected articles to
strengthen the researchers’ confidence and probable outcomes. Further, in grading the
quality of the articles, three ranking criteria were used and they included, high, medium
and low as depicted by Nidhra et al. (2013). Moreover, the completely fulfilled quality
criteria studies were assigned a rating of 2. Partially fulfilled criteria studies were
assigned 1 and equally, if a study did not meet any quality criteria, it was assigned 0.
Again, this review considered the quality of the paper to be high if it was six and above.
A score of five was considered as a medium quality and any score less than five was
categorised as low quality. As earlier mentioned, after a quality check, eight studies did
not fulfil the criteria, thus removed. Graphically, the quality assessment representation is
documented in Figure 2.

Figure 2 Quality assessment results (see online version for colours)

Number of studies

mbish
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2.8 Data extraction and synthesis for SLR

Data extraction is the most fundamental process in the systematic review. As a result, the
authors developed and recorded all the information about the all 74 studies. The process
involved scanning through all the papers and extracting the necessary information in line
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with the Mendeley applications. The techniques adopted in this review included the
research domain, research methods, theories and global challenges. Also, the study SID,
paper title, year, type of paper, sources and region were also added into the review
criteria. It is illustrated in Table 2.

Table 2 Data extraction criteria
Extracted data Description
SID Unique identifier for each article
Authors Names of all the authors

Publication date ~ Year of publication

Study title Name of the paper observed in the search stage

Type of paper Book chapter, journal, conference, or workshop articles

Region Countries covered by the primary article

Research topic The topic of study or research theme

Theory The theories adopted by the papers — motivation or social support
Methodology Quantitative, qualitative or mixed methodologies

Context Description of the study area, either academic or industrial settings

Figure 3 Publications source overview (see online version for colours)

Publication Sources

Journak Conference Fapers Book Chapters Workshops

2.9 Publication source overview

A total of 74 primary articles were selected for this SLR and were published within the
research field regarding the 3PLs. Further, the 74 articles were selected after the
exclusion and inclusion process, after that a quality assessment. As indicated in Figure 3,
the resulting primary studies consisted of 60 journal articles, four conference papers, four
book chapters and six workshops. As a result, the study observed that the journal articles
were the most popular publication types in this review.
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2.10 Chronological view

The global challenges for 3PLs contain a very brief search history as depicted in Figure 4.
It illustrates the distribution of the publications in range years from 1990 to 2017. The
peak of publication is between the years 2010 to 2015. It is conceivably not surprising as
the concept of 3PLs peaked during the last decade. However, the study observed a
chronological increase in the publications about the challenges facing the 3PLs.

Figure 4

Figure 5

Article distribution per year (see online version for colours)
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2.11 Coverage of research regions

In this systematic review, the Asia-Pacific region contributed the greatest number of
primary papers (34), Europe (21), North America (15), Middle East (3) and Latin
America (1). No paper from Africa was reviewed by the authors. Therefore, this outcome
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illustrated that most of the papers contributing to the global challenges facing the 3PLs
meeting the exclusion and inclusion criteria were fundamentally published within
Asia-Pacific. Figure 5 illustrates the observation.

3 Research question findings

The review found and categorised some global challenges facing the 3PLs. Amongst the
obstacles found, they were classified as barriers due to customers’ satisfaction and future
expectations, difficulties in minimising the lead time, the technological advancements,
logistics flexibilities, industrial advancements and lack of proactivity.

3.1 Barriers to customers’ satisfaction and future expectations

The global barriers facing 3PLs are categorised and discussed as external and internal
factors. Gupta et al. (2011) mentioned a number of the external factors that lead to the
gaps between the expectations and satisfaction. Natural calamities, regulations and
policies and the role of the institutional requirements were outlined as the external
variables that widen the gap between customer’s expectation and satisfaction. Various
authors have also cited market forces and preferential limitations as the potential barriers
to the efficient operations of the 3PLs (Naylor et al., 1999; Holguin-Veras, 2000;
Kannana and Tan, 2005). Further, external enthusiasms such as specific customer
demand, customer pressure and weather conditions were noted. For instance, Gupta et al.
(2011) interviewed different service providers and found out that in most cases,
80 percent of the customers’ expectations were unattainable. However, as a result of the
changing markets forces, the services are customer based. Thus, aspects such as time,
quality and preferences lead the expectation ladder.

Moreover, there are also internal factors that lead to the gaps between expectations
and satisfaction. They are company based and include lack of clear bureaucracies,
efficiency and cost reductions (Sahay and Mohan, 2006b; Kaynak and Hartley, 2008;
Kim, 2009). The most significant reason for the widening gaps between the consumer’s
expectations and satisfaction was singled out as the incompatibility of the information
systems between the service providers and the consumers. Therefore, focusing on the
3PLs, the adoption of the fundamental solutions that enrich the understanding between
the customers and the service providers is necessary. The 3PLs need to be more
information oriented and further embrace the modern technologies for the customer
expectations can be met and, thus satisfied. More so, the goals should be sustainable to
both the regulatory requirements as well as to the customers’ demands (Kannana and
Tan, 2005).

3.2 Barrier to minimising the lead time

The total lead time in logistics is coined as the sum of all the processing time, transit
time, as well as the opportunity spent on inventory (Muhammad et al., 2012). However,
Harland et al. (2007) added that it represents the time a component requires to travel from
the beginning of the supplier, through the operations into the finished product and to the
end consumer. From the outbound lead time, Cheong (2001) indicated that it is the total
amount of time taken when the consumer places an order for a product when it is
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processed and the time it takes to reach the customer. In essence, the customer lead time
is important because it outlines the accurate measure of how long the supply chain seeks
to respond to the customer’s demand. However, minimising the lead time is a significant
challenge that the 3PLs encounter in their daily operations (Haq and Baxi, 2016; Mei and
Zhang, 2011).

Minimum lead time is affected by various factors such as the availability of the
required technology, required personnel and the efficiency of the production and supply
chain deliveries as noted by Zajac and Olsen (1993). As a result, taking much time to
deliver a service affects the total company’s turnover. The literature reveals an increasing
attention to minimising the lead time and service executions regarding the modern
technologies and internal management strategies. From this point of view, one of the
fundamental managerial approaches lies with limiting the bureaucratic channels that need
to be passed before a particular service is rendered to the end customer (Selviaridis and
Spring, 2007; Nufez-Carballosa and Guitart-Tarrés, 2011). Significantly, the need for
departmental specialisations is necessary for all the essential service orientation
productions to be achieved at the same time. Several initiatives can be identified such as
sharing vehicles across multiple customer regions, increasing the machines efficiencies
and reconfiguration of the transportation network strategies. Again, some policy towards
minimising the lead time had been detected in the literature. Lieb and Lieb (2010)
reached out for various solutions and noted that the information communication
technology applications might offer more efficient operational assistance in regards to the
transportation efficiency improvements.

3.3 Barriers due technological advancements within the logistics industry

Satisfying the ever-shifting demands of the global logistics marketplace is a fundamental
limitation for various firms currently. Advancements in technology, as well as
globalisation, are forcing the decision-makers to analyse their decisions, operations and
policies to attain new efficiencies. Thus, many top 3PLs around the globe are
significantly leaning on the technologies (Zhu and Geng, 2013; Selviaridis and Martin,
2007). However, several kinds of literature emphasised the difficulties to keep up to date
with the ever advancing technological innovations. In reality, keeping up to date with the
necessary technologies in the logistics field has also changed the service deliveries of
many 3PL firms. Again, most of the 3PL businesses lack the motivational factors to their
workforce. Hence, no efficient conveyances and satisfaction achieved. Still, most of the
third-party providers are never flexible to handle any other logistics services with
changes in the technology. Therefore, the 3PL companies must be well-aligned in the
future (Kim, 2009; Langley, 2015). Other studies also observed that the industry faces
acute shortages of the talents in the workforce. Lack of appropriate talents in the
workforce leads to reduced turnover and firm productivity. The changing technological
factors in the logistics products pause a more significant challenge to the service
providers. Further, the adoption of the e-commerce into the supply chain performance is
always slower than hypothesised. The other challenges associated with the technological
barriers included poor strategic alignment of the information dissemination, weak
managerial leadership, lack the provider’s awareness about the fundamental significance
of IT adoption and the organisational thrifts (Harland et al. 2007; Mathiyazhagan et al.,
2016).



58 Y. Shi et al.

On the other hand, the existence of the internal advantages of information integration
within the supply chain integration is incompatible among the 3PLs and gives rise to
other several challenges. Some of the common challenges that the 3PLs facing include
the confidentiality of the information disseminated, the cost of achieving specific
technologies, the regulation issues on the anti-trust and authenticity of the lines of
information. Sahay and Mohan (2006b) identified lack of innovation caused by the
adversarial relationships amid the logistics service providers and the customers as the
most challenging factor. Hence, no complete understanding of the needs and necessities
for the supply chain is streamlining. Incoherence within the 3PLs levels results to higher
overhead expenditures, a factor that Chee-Chuong and Chew-Been (1999) observed when
they noted that lack of service differentiation among the logistics provider firms and
changes in the markets regarding technologies demanded vast sums of capital. Therefore,
lack of priority objectives and emphasis on lack of trained personnel are a setback to the
logistics industry.

3.4 Barriers due to logistics flexibility

Customers are often the executives in the market. Thus, businesses must respond to their
changing demand preferences. They require special consideration in production,
packaging and delivery. Therefore, efforts are necessary to eliminate the possible
challenges and build a competitive advantage within the logistics industry. Forthwith,
logistics flexibility is defined as the ability of the business or organisation to respond in
time and efficiently to the ever-changing customer preferences regarding deliveries,
services and support (Naylor et al., 1999). Logistics flexibility is what the supply chain
requires in their systems and processes to keep pace with the rapid changes within the
business industry. However, it is connected to the 3PLs through the value proposition
offered to the customers (Mentzer et al., 2001).

Organisational capacities in the face of the uncertainties offer flexible solutions to the
3PLs. It flexes up or down to bring the necessary resources as well as the business
strategies that are necessary to support the rapid changes (Sahay and Mohan, 2006a; Li
et al., 2006). Further, Kaynak and Hartley (2008) noted that customers are more
concerned about the solution tests rather than the level of technology that a firm contains.
Equally, Lee (2000) noted that one area where flexibility is fundamentally important is
transport management. In fact, Langley (2015) expanded on the flexibility in 3PLs and
argued that the components of flexible transportation solutions contain the delivery
model, functionality, as well as services. In essence, the delivery model incorporates the
software that fosters rapid developments outside the major four walls of the logistics
business and injecting the financial benefits by matching costs and savings.

A similar idea was observed when Kim (2009) concluded that customers need not
purchase software, they are interested in the results that include costs reductions, revenue
growths, increased market share, productivity improvements and improved working
capital. Further, most of the 3PLs are exhausted by the ever-increasing complexities and
changes brought about by supply chain fragmentations. Significantly, buying and
implementing supply chain equipment is the easiest thing nowadays, the main challenge
is acquiring the right talented personnel to operate all of the pieces together to deliver
significant business value. Though, after all the elements are connected, customers
always have the zeal to look for the flexible service bundles that best present their
preferences. Nonetheless, all the components change over time and it, therefore, means
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the decision-makers must be flexible in their pricing and delivery strategies (Kannana and
Tan, 2005; Li et al., 2006; Mei and Zhang, 2011; Mentzer et al., 2001).

Logistics flexibility cuts across the board, with some internal and external factors that
the customer neither experiences nor observes. Perotti et al. (2012) argued that 3PLs
suffer from the threats originating from the security umbrellas. In understanding the
regulations, Gupta et al. (2011) indicated that the 3PLs need to be flexible in moving the
products without misinterpretations and having the correct value additions to the
customers. Failure of such regulations results in contractual breaches and inability of the
firms to satisfy particular customer requirements. In fact, an inflexible 3PL lacks
adequate exemplary reporting systems, inadequate infrastructural facilities, inefficient
collaboration channels and insufficient security and control (Selviaridis and Spring,
2007).

As a result, the firm may not utilise the innovation platform that bridges the
customer’s internal platforms. For instance, the communication systems such as TMS
cannot effectively communicate with the potential vendor. Again, an acquisition grants a
loophole in the firm’s abilities to integrate into the changing networks. Similarly, the
information gaps that result from the strategic relationships cause the disruptions within
the 3PIs supply chain. However, customers often change their geographical
manufacturing activities. For example, lack of customer responses entailing the
movement from a single distribution point to the local terminus. Because of these, most
of the suppliers are still in the process of shifting the managerial structures to influence
the responsibilities played by the 3PLs. And as a result, these effects bring imbalances in
networks, complexities in management and business uncertainties (Zajac and Olsen,
1993; Tan et al., 2014; Yang, 2014a; Huo et al., 2017).

3.5 Barriers due to industrial dynamics

The logistics industry composes several components regarding transportation as well as
service provision. Most of the reviewed literature demonstrated various aspects of the
logistics industrial dynamics. The literature touched on the market integrations,
information integration, organisation relationship linkages, coordination, as well as the
resources sharing. 3PLs assumed the coordination challenges through the cropping of the
omnichannel distributions and business models’ expansions to retail stores. It increases
the coordination breadth that requires well trained and experienced workforce to
implement (Skjoett-Larsen, 2000; Lanfeng, 2011; Cheong, 2003). As a result, it leads to
the bullwhip demand distortion that limits the effective service dissemination. As noted
by Lieb and Lieb (2009), the omnichannel distributions and bullwhip effects affect the
infrastructural developments that disable the companies in utilising the shared
information effectively and efficiently.

On the other hand, misalignment of the information systems, reduced inventory and
trust factors are the dynamics within the organisational relationship linkages. Therefore,
the integration of the supply chain contains several dynamic challenges and need
significant work to overrule the traditional barriers. Inefficient resource sharing among
the internal organisational setups are the main cause of low profitable turnovers within
the 3PLs industry. It is usually intertwined between the diminishing profit margins and
the limited lean time that the firms need to protect the new customers (Hinson, 2005;
Dhayanidhi et al., 2011; Williams, 2014; Khan, 2017). All these lead to the logistics
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uncertainties, probing and experimenting, risk-taking as well as testing of the limited
resources. Therefore, the 3PLs are at risk-averse and are unlikely to invest large capitals
to innovations. Langley (2017) confirmed that 3PLs require the necessary resources to
facilitate real-time actions, real-time solutions and real-time mitigations of the
consequences that disruptions cause within the logistics industry. However,
communication systems fit amidst all these challenges as it enhances the sharpness and
quickness in responding to the risks and operational objectives.

Further, uncertainties can be experienced all over the logistics markets and thus acts
as a stumbling block in the public and private sectors. However, Abbasi and Nilsson
(2016) observed that curbing uncertainties require channelling several bureaucratic
procedures within the decision-making processes. It is, in itself a dynamic challenge that
affects the 3PLs. Also, taxations and policies of the off-peak deliveries limit the scope of
the 3PLs. Nonetheless, hitches in decision-making lead to lack of coordination in the
process of integration, poor managerial skills, inadequate logistics innovative capacities
and insufficient information sharing systems. According to Skjoett-Larsen (2000), the
already mentioned challenges fall under the internal logistics dynamics, though
Abdulrahman et al. (2014) categorised them as conflicts of culture among the suppliers
and service providers.

Overburdened markets, underfunded government firms, regional protectionism and
poor physical infrastructures are classified as the external dynamic challenges facing the
logistics industry. They prevent the 3PLs from undertaking businesses globally with lots
of ease. Therefore, they result in high management costs, ambiguous logistics overhead
expenditures and delivery times delays between the suppliers and the service providers
(Ansari and Modarress, 2010; Zhou and Zhang, 2013). It means that better selection and
structured approach would enable the 3PLs to improve their service deliveries.

3.6 Barriers due to lack of proactivity

Several kinds of literature reviewed observed the differences amid the shippers and the
third-party service providers’ perceptions on the contemporary proactive behaviour
developments. It is evident that the shippers’ desire for the entrepreneurial stance of the
3PLs contains a significant difference with regards to the expected future developments
within the logistics industry. As observed by Pumpinyo and Nitivattananon (2014), the
shippers view the third-party service providers as being on average reactive rather than
proactive. However, in-depth observations indicate that third-party service providers as
well perceive themselves as being pro-active than the shippers. Though, some literature
that pondered on the subject confirmed that the 3PLs can perceive their potentials for
further involvement substantially within the industry. It acts as a double edge though, the
magnitude of the 3PLs’ proactivity in setting the customer’s service strategies as well as
the system integration are reflected (Jiang, 2002; Marasco, 2008; Kunaka and Guillermo,
2009; Raja and Muhammad, 2014; Mustafa and Ahmed, 2015). Again, the shippers
regard the 3PLs in the service implementation, with the exception of installations of the
equipment and facilities, as more proactive than reactive.

Fawcett et al. (2008), Marchet et al. (2014) and Nufiez-Carballosa and Guitart-Tarrés
(2011) supported such sentiments as the providers appear to observe themselves as more
proactive. However, since the measuring scale of the goals of proactivity, is the shippers’
perception. It is becoming clear that the 3PLs overrate their magnitude of the proactivity
behaviour. Nonetheless, in some of the reviewed literature, it was achieved regarding the
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process execution and process control. Sheu and Talley (2011) connected the argument
with the explanation of the limitations in the process execution that exists as a result of
lack of the resources owned by the 3PLs. In fact, this aspect could as well be
implemented in considering the 3PLs misunderstanding of the proactivity within the
process control. Perotti et al. (2011) cited a breakthrough as the 3PLs were observed to be
partially aware of their lack of proactive character especially in the strategic elements of
the logistics systems. Again, several kinds of literature confirmed that the 3PLs seemed
convinced that they would be capable of matching their clients’ expectations concerning
more proactivity in all the aspects of the logistics management in their near future (Perotti
et al., 2015; Vishal et al., 2013). Though, their daily operations do not convince the
shippers on the same sentiments.

4 Conclusions

In conclusion, the systematic review outlined in this paper involved 74 research
contributions on the challenges facing third-party services providers from the global
perspective. The articles were published between 1990 and 2017. Further, the surveys
were evaluated and analysed depending on their characteristics and contents. Several
barriers have been identified in the literature among the 3PL firms. Some of the barriers
highlighted include widening the gap between the satisfaction and expectation with
regards to the 3PL capabilities, decrease in their profit margins, limited lead time to
source for new customers and increased regulations and requirements.

Other limitations included incapability to satisfy the shipper’s logistics requirements,
insufficient security and control, as well as the incompatibility of the information systems
providers between the shippers and 3PLs. Again, keeping up to date with the new
technologies and lack of the motivational factors to the workforce were listed. It was also
evident that this topic has been researched by several authors showing the increased
interest in this field. Concerning methodology, the review observed that many of the
evaluated articles are either conceptual surveys or empirical studies. Thus, the
contributions observed were based on the analytical and simulation modelling. 3PLs is
still a significant trend in the logistics service provision, though more attention needs to
be put on building long-term contractual relationships with the customers.

5 Future research

Most of the reviewed pieces of literature do not offer a very detailed discussion and
analysis of the work specialisation and challenges in particular divisions. In-depth
analysis, as well as information, is necessary to understand better the third-party logistics
challenges in specific sectors. It is a gap that needs to be surveyed to understand what
areas are most affected and how it should be remedied. Third-party service providers
should conduct individual analysis about their barriers to efficient service deliveries.
Emphasis should be cantered on the confusion of the 4PLs’ concepts and insufficient
terminologies of information and capital justifications. Again, the in-depth future study
can be coined from the above listed essential barriers to examine specific areas such as
operation practices, managerial, financial and strategic obstacles within the third-party
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service providers. Significantly, case studies could be conducted to ascertain the specific
solutions to the existing challenges among the 3PLs.

Limited research has been conducted on the rise of the omnichannel marketplace. It is
an important strategy that affects the 3PLs need for high powered IT capabilities. As a
result, the clients and practitioners would understand the obstacles and opportunities for
the 3PLs as they attempt to adopt more top value technologies. Again, it would point out
what the leading 3PL companies are doing right to add greater customer value via
technology. Also, minimal research has been conducted in the green logistics arena in
regards to the 3PLs global challenges.

Further, there are several gaps with regards to the logistics network configuration. For
example, the literature does not inform about the assignment of warehouses to demand
points, allocation of warehouse capacities, transfer of plants to warehouses. More
information is needed in understanding the coordination with upstream to coordinate
production and inbound transportation and the challenges facing them and the problems
associated with the full coordination with upstream and downstream material flow. This
review could also point out gaps leading to study information sharing for collaborative
forecasting from 3PL provider’s point of view. Moreover, much should be done to
explore ways for 3PL firms to share information, address the kinds of data to be shared,
types of technology to use, impact assessment and value in sharing information. Finally,
further research should be conducted to ascertain the behavioural complexities among the
3PLs functions.
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