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ABSTRACT
This article presents the Logistics Service Provider (LSP) as an integrator in supply chains, as
well as a set of basic requirements necessary for this management model. It is presupposed that
the operational processes in the supply chain, when integrated through the LSP, promotes the
management and contributes positively to the results. Initially, based on review of literature, the
text discusses the role of the LSP as an integrator agent in supply chains. This helped to analyze
the integration process, as well as to establish the basic conditions required for the LSP performs
this role. After, by a study whose methodology was a multi-case conducted with five LSP
operating in Brazil, the set of requirements were applied for assessing the ability of integration of
the LSP. The study permitted to establish a minimum level of performance required for the LSP
to act as an agent for integration in supply chains.
Keywords: Supply Chain Management, Logistics Service Providers, Collaboration
INTRODUCTION
Lately, the consolidation and practice of concepts related to supply chain management (SCM)
has driven Logistics Service Providers (LSP) industry to play more encompassed and integrated
roles with their clients (PIRES & CARRETERO DIAZ, 2007). Along this line, new
configurations of LSP roles have been emerging, such as Logistics Integrators, with a role
combining the management and operation of supply chain logistics needs (SAHAY, 2003).
Meanwhile, evolution of the LSP with specialization in diverse services besides basic storage
and transportation has been transforming this operator into an agent potentially able to meet
countless activities and construct processes that can respond to the gap that has been
compromising the supply chain management.
Considering the study by Langley and Allen (2005) on Logistics Service Providers, there will be
a clear tendency over the next 3 to 5 years for logistics integrators’ service solutions. This is due
to adoption of concepts on the part of organizations of greater integration in supply chain
processes, which will demand service providers along the lines of integrators. Therefore, these
providers shall offer multiple logistics information, operational knowledge and relationship
services, while also acting directly in integrating supply chain processes.
In this scenario, the LSP would need to establish competence and the necessary structure to
coordinate operational processes in order to truly contribute with the relationship and SC
management presupposed by the company in question (or its client).



By understanding the main requirements needed for the LSP to act as an integrating agent, it is
possible to establish an assessment capable of classifying this agent as an integrator or not.
From this perspective, the main purpose of this article consists of defining which requirements
would be necessary for the LSP to act as an integrated solution provider in the SC as well as to
present the requirements needed for the LSP to play this role and assess them by case studies of
five logistics service companies.
METHODOLOGY
At first, a theoretical study was conducted on the LSP subject together with supply chain
collaborative management concepts in order to define the necessary requirements for this agent
to act as an operational service integrator in the SC. A study was then conducted with five
logistics service providers to assess these requirements.
In order to assess the companies, a questionnaire was applied based on the requirements using a
5-point Likert scale where (1) means “does not meet”, (2) “partially meets”, (3) “meets”, (4)
“fully meets” and (5) “exceeds expectations”. The results were assessed by adding the scores
given the questions that relate to the issues presented in the study.
The assessment was initially answered directly by LSP representatives who can thus self-assess
themselves. At another stage, the evaluator analyzes the responses, trying to understand them and
discuss them with each other, attributing the corresponding score, according to their
understanding (established by the issues introduced in the proposed structure).
In the study, the assessment was applied to executives (president, director and managers) at the
five LSP directly by the authors, which guided the group in relation to the answers in the first
stage. In this phase, the authors adapted some Delphi research method concepts (WRIGHT and
GIOVINAZZI, 2000), working the answers with the group of executives from each company
until reaching a consensus. This method consists of consulting a group through a questionnaire,
which is applied over and over until reaching a convergence of answers, a consensus, which
represents consolidation of the group’s intuitive judgment. It is assumed that collective
judgment, when well-organized, is better than the opinion of a single individual.
These five companies were recently studied by the authors for about 6 months when the issues
proposed for this study were already pre-defined, providing the study greater objectivity and
better understanding of the organizations and helping in the analysis of answers during the
assessment process.
There was no sampling or criteria related to any statistical methods of representation for
choosing the companies. Care was taken in choosing companies that would permit the author to
investigate them and that were willing to participate in the process of the proposed assessment.
The intention was to have a group of companies that would only represent the application
example proposed by the paper. In other words, the case studies do not intend to validate the
conceptual structure presented because it would require another methodology.
Furthermore, the authors, besides being researchers, also work as practitioners in this business.
Their experience has contributed with analyses and interpretations presented in the study and the
practical application.
LSP AS AN INTEGRATOR AGENT
The LSP cannot be seen as mere outsourcing or outsourcing delegation of logistics services, but
rather a business relationship committed to the client’s business (SAHAY, 2003). According to
Svensson (2003), the LSP stops operating only in support and becomes part of the client’s
strategy since the tendency of outsourcing conducted by companies has been to reduce the



number of sub-contracted parties and operating with a larger number of activities in the hands of
the same operator
The diversity of activities carried out by the LSP, as well as its capacity to operate in the chain
assuming new attributions that up to then had been the client’s responsibility, is recognized by
several authors. The more services the LSP adds to its portfolio, the more specialized it becomes
and thus it can gain new clients and markets (LIEB, 2005; LANGLEY and ALLEN, 2005;
CHAPMAN et al., 2003; HALLDÓRSSON and SKJOTT-LARSEN, 2004).
Due to the complexity in defining services integrated in the chain, the companies (LSP and
client) need to focus on the operations they want as well as the relatively correlated managerial
values and essentials. Nevertheless, the inherent risk in sharing business will be present.
Pagell’s (2004) suggestions consider important points that should be observed in operational
service integration processes in the SC by the LSP:

• Structure – Have sufficient structure to serve the client flow;
• Culture – Know how to deal with the internal culture and the clients’ different cultures;
• Communication – Be prepared for real time communication;
• Measures and rewards – Be able to work assessing the operation internally and

externally, tying rewards and penalties to results.
• Consensus/Integration – Have a vision of consensus and integration between agents in

operational practices;
• Size of the operation – Be able to establish with the client whether there is operational

capacity to meet contracted operational services.
In this sense, technological support for data transmission and transaction has become an LSP
ally. With updated Information and Communication Technology (ICT), new configurations
emerge for logistics management through LSP, as suggested by several authors (LANGLEY and
ALLEN, 2005; VISSER et al., 2004) when they define the 4PL, Integrators or Logistics Leaders
in a function that is greater in terms of coordination than operation.
Barratt (2004) attributes many of the solutions that emerge in SC to these new technologies.
Indeed, they greatly contribute with chain management because they are important and
fundamental tools for the relationship and operation. However, these solutions do not gain
consistency without coordination and knowledge. Considering LSP’s capacity to incorporate
services and responsibilities, this role could be attributed to it.
Logistics activities are the LSP’s main product, and since they are several, they become business
possibilities and a door that leads to relationships with potential clients. It is up to them to realize
their role in the client’s chain flow and to work in it trying to increasingly incorporate more
activities.
Authors like Cox (2004), Harrisson and Hoek (2003) and Fawcett and Magman (2002) mention
the possibility for the LSP to gain more space in the SC as companies integrate processes with
their agents, such as demand management, which require technology and coordination.
Demand is addressed as one of the most difficult factors for chain management and it depends on
the involvement of the chain’s agents. Besides that, the information needs to flow in the chain,
be reliable and generated in real time. In that sense, the LSP is one of the best-positioned agents
to coordinate actions related to demand management. The reason is that it is among the agents
providing services, enabling it to capture process and provide information to the entire chain.
In order to be delegated to the LSP, demand information management depends on factors like:



• The focal company coordinates agents, defining processes and information to be
managed;

• The focal company and chain agents assume the LSP as demand information
coordinator, providing access to the data system and supplying all necessary
information.

• The LSP needs sufficient technological structure to process data and information, with
the capacity to connect to all agents and to work with real time responses.

• All agents must be connected to the LSP, visualizing the effects of final product sales,
accessing sales projections and forecasts and knowing of other factors that can influence
demand. It is also important to have access to raw material stocks, work-in-process,
stocks and etc.

• The LSP manages and informs data on demand; however, decisions related to stock
management belong to the agents and the focal company coordinating the chain.

The abovementioned factors are based on Mentzer and Moon’s (2004) position regarding
demand management, and Langley and Allen’s about LSP attributions in the SC.
Adopting the LSP with multiple activities can reduce the number of suppliers, and it is in
agreement with what was observed by Christopher (2006) regarding the right choice of partners
in the SC. The author refers to the fact for chain management it is best to have a reduced number
of committed suppliers than many dispersed, uncommitted suppliers.

Figure 1: View of the flow for the LSP

The Figure 1 shows one way for the LSP to visualize the dimension of service possibilities that
can be provided to the client (chain’s focal company), working in the chain as an integrating
agent between upstream and downstream companies, as well as coordinating the information
flow related to supply and demand.
For the LSP, it is important to understand the importance of the assets, not only the physical and
operational structure, for example, installations and equipments, but also the technological
components that support the relationship with the client. In this aspect, technological tools, along
with new management methods, such as CPFR, are instruments that should be part of the LSP’s
structure and knowledge. According to Fliedner (2003) and Jhaukharia and Shankar (2004),
these tools favor the integration process in the chain, and can be used by the LSP to improve the
SC’s operational processes that involve the diverse agents, as well as gain new activities and
clients.
Based on the theoretical study elaborated in this study, table 1 below shows a collaborative
summary of values and concepts that are fundamental for LSP development as an integrating
agent in the SC.



Values Collaborative Concepts

Visualize SCM as a business strategy
Outsourcing and outsourcing delegation as
a business opportunity
Operation with total vision in In-bound and
Out-bound processes
ICT as an operational tool
Focus on final client
Demand management
Collaborative culture
Performance in the supply chain
Joint planning / collective strategy
Administration of risks and conflicts
Internal commitment

Collaborative culture
Administration of change and conflict
Activities and shared planning
Decisions based on partnerships
Vision of performance in the chain
Intention and strategic vision in the chain
Internal alignment with the collaborative
strategy
Free flow for information and
communication
Commitment
Problem solving

Table 1: Collaborative values and concepts
The LSP is unable to arrange its services in an integrated manner if it cannot understand the SC's
operational processes and how to relate with the client through these processes. The client, in
turn, is unable to establish a relationship of trust and coordination of services with the LSP if it
does not have the intended integration level well defined. In other words, the client needs to
think of chain management strategically, such as how to integrate it in the LSP and how to
conduct relations with the other agents.
The LSP and the client need to understand the SC as a way to achieve commercial advantages.
For the client (or focal company), the outsourcing of services with the LSP can be characterized
as an alternative to obtain such advantages, considering the knowledge and expertise it can
acquire from contracting it. For such, the company should have a clear vision of what it can or
intends to outsource in relation to activities and functions in the chain.
The existing operational processes in the chain flow, both upstream and downstream, define the
service possibilities between the LSP and its client. The LSP that establishes relationships with a
broad vision of the chain can thus add many more functions and expand its service portfolio, as
well as the traditional logistics services.
Figure 2 shows the necessary requirements established to assess the LSP as an integrating agent
of operational processes in the SC. These requirements are in turn based on the theoretical
research presented.

Requirements:



For Internal

Structure

For Establishing

Relationships

- Understand the importance of internal

and external objectives

- Be aware of service execution capacity

- Align performance indicators with

client’s business

- Manage information internally and

externally

- Try to provide the largest number of

services

- Create and strengthen ties through

activity execution

- Establish a different relationship for

each client

- Administer errors and conflicts

- Use performance indicators

- Incorporate client’s business to internal

culture

- Work with other chain agents

- Participate in the client’s strategy

- Have truth as the principle for the

relationship

- Focus demand on the SC

Values

- Understand the SC upstream and

downstream

- Know the importance of ICT

- Focus on services for the final client

- Know the importance of demand

- Have performance indicators

- Work together in the SC

- Be aware of risks and conflicts

- Be committed internally

Physical structure and services

- For storage

- For transport

- For client support

- For managing information

For Maintaining

Integration

For Building

Integration

- Adjust services to each client

- Make the structure compatible with

services

- Create alternatives for peaks or increases

in service

- Control, adjust or correct operations



Figure 2: Requirements for assessing the LSP as an integrating agent of operational processes in
the SC
The requirements support an assessment that was applied at the five logistics service providers
analyzed in this study.
CASE STUDIES
In this step, the paper presents the studied companies and the results obtained are discussed.
Studied Companies
The five analyzed companies are LSP that have been in the market for more than 10 years. Four
of them have undergone activity increase processes over the years, proving that the theory stands
out as an evolution in this segment.
The five companies were chosen because they are different in origin, size, earnings and
operational characteristics. This gave the study the chance to conduct the assessment in a more
comprehensive manner in order to understand its applicability according to the different types of
LSP.
The companies names are omitted here, but they can be characterized as the brief description
below:

• AY – It is a Brazilian company located in the state of São Paulo, with about 35
employees, and in the logistics market for the past 11 years. Although its business is
geared towards air shipments, it has expanded its services and operations over the past
four years, taking advantage of existing structure and relationships with clients. In order
to support its operations, it has its own fleet for transporting dry and refrigerated
products, a storage warehouse in the city of São Paulo and contracted operators in all the
state capital in Brazil.

• BM – It is an American multinational specialized in dedicated operations with branches
in the USA, Canada and some Latin American countries. It has been operating in Brazil
for more than 25 years, with five distribution centers, 430 employees, a fleet specialized
in cold products transportation and an operation geared towards food service.

• CP – It is a Brazilian family company, with 34 years in the market, 450 employees and
12 branches spread out Brazil, working with large clients in different segments, such as
Kraft-Foods, Sara-Lee, BSG-Continental, Parmalat and others. It works with
transportation, storage, assembly and packing services, maintenance and outsourcing of
labor.

• DC – It is a large Brazilian cooperative in the transportation segment. Over its 17-year
history it has professionalized and incorporated operations and large clients. It has 40
support points throughout Brazil, 300 fixed employees, branches with storage facilities
in the states of São Paulo, Rio de Janeiro and Paraná, and a container terminal in Santa
Catarina. Although its main business focus is transportation, it also has storage and
dedicated operations, working with clients like Sadia, Perdigão, Danone, Brasken,
Nestlé, Suzano Petroquímica, Firestone etc.



• EL – It is a Brazilian company focused on customs operations and supporting many
large clients like Arcor, Cabot and Flint-ink. The work includes import and export
process management but also storage and transportation solutions for client products. It
was founded 16 years ago and its administrative headquarters is in São Paulo. It has 90
employees distributed throughout its clients. It operates like a 4PL with a focus on
exports and imports, without its own physical structure, managing the third parties
directly involved in this type of operation.

Analysis of Results
Table 2 summarizes the average score for the items applied to each company. In other words,
using a scale from 1 to 5, where 3 points indicates the LSP meets the requirements to work as an
operational activity integrator in the SC, the average score indicates where the LSP is situated.
This position is related to the evaluation built from integration structure factors proposed by this
study; that is, the Foundation, the Relationship and Integration Axes and the Integration Ring.

Company

AY BM CP DC EL

Self Assessment Foundation 2.86 3.86 3.86 3.09 3.00

Relationship Axis 3.10 4.10 4.30 2.10 3.50

Integration Ring 2.88 4.25 4.38 2.88 3.88

Integration Axis 3.00 3.50 4.00 2.89 4.00

Final Average 2.95 3.84 4.05 2.83 3.52

Evaluator Foundation 2.23 3.68 2.77 2.64 2.27

Relationship Axis 2.50 3.10 2.80 2.50 2.40

Integration Ring 2.38 4.38 3.00 3.13 2.63

Integration Axis 2.50 3.56 2.61 2.50 2.33

Final Average 2.38 3.64 2.76 2.64 2.36

Table 2: The average classification of the LSP according to the items proposed in the Integration
Structure



The final average for all items helps understand whether the LSP is at a stage where it can work
as an integrator or not. On the other hand, the average obtained in each of the factors allows an
understanding of what needs to be improved or invested by the LSP.
Table 2 shows the averages obtained by the LSP in its self-assessment, as well as the average
given by the evaluator. When comparing one with the other, it is possible to detect the distance
between what is understood by the LSP and by the evaluator, the latter with better control of the
concepts. If this analysis is made specifically in each item of the assessment form, it contributes
towards an understanding of the reasons that qualify the LSP as integrator of operational
processes in the SC.
The final average shown in Table 2 is not the arithmetic average of the 4 parts, but rather of all
items assessed in the assessment form. The intention behind showing this table with the averages
is to have a reference for comparative analysis between the studied companies, understand the
distance between self-assessment and the researcher’s assessment, and in which part of the
proposed structure the LSP is best prepared or most deficient.
The data obtained in the study, summarized in Table 2, can be detailed as follows.

• AY – Has a final average of 2.95, according to its self-assessment, and 2.38 according to
the evaluator. In other words, it does not meet the requirements that would qualify it as
an integrator. It has interesting characteristics, such as the relationship with clients and
the willingness to invest in assets to serve clients. However, it is deficient in issues
related to training, information management and operations, with an eye on existing
demand in the chain.

Since it is a company in formation, the assessment demonstrates it is heading towards
integration. This will happen since it already has values, such as working in a trusting
relationship with its clients and having the initiative to invest in dedicated operations, which are
prominent points in the theory discussed herein.

• BM – The self-assessment average as well as the evaluator’s average characterize it as a
complete integrator. The reason for this may be in the fact that company professionals
demonstrate an easy understanding of the items analyzed in the study and that
characterize an integrator.

The understanding demonstrated by company professionals probably occurs due to the range of
the operational process executed for its clients, characteristic of what was discussed in the theory
presented in this paper. They perform many activities in the chain, such as:

1. Management, including: sales orders, first layer suppliers (planning and stock), sales
stock, sales information and supply;

2. All processes related to storage, quality control, transport and dedicated deliveries, etc.;
3. They work internally with the image and businesses of their clients through personalized

service and language;
4. Well-developed performance indicators based on the client’s business, such as reliability

indicators and availability of products delivered to the point-of-sale, stock-out at
distribution centers and at suppliers, delays in deliveries, quality and process audits, fleet
performance, operation productivity by employee, vehicle, etc.

The negative points in the assessment involve the lack of investments to increase the possibility
of carrying out more activities and the fact this is not well-established as a focus on commercial
actions. Another negative aspect, due to the structure it has, is that its action with other chain
agents is not important.



A strong characteristic of this LSP is how it manages information in the chain, not only because
it is geared towards it clients, but because it is internally well-aligned with its objectives. This
characterizes a strong force in the integration process, which is ICT management.

• CP – The biggest average difference between self-assessment and the evaluator is in this
LSP. The contrast is in the fact it is a large LSP with several activities carried out for
different clients and its good operational structure. This probably gives it the
understanding it is already an integrator since it has these characteristics. What differs
and does not contribute towards it being an integrator is the existing deficiency in
information management. Also, it does not have well-established internal or external
performance indicators, no culture for sharing results, does not see the importance in the
demand for its operations and, most importantly, it is not clear whether its operational
and commercial behavior is founded on reliable actions.

Although its physical, operational structure and versatility for carrying out several activities are
points that contribute towards the integration process, its deficiencies compromise the points that
would qualify it as an integrating agent.

• DC – This is a well-structured company in terms of installations and administration. It
demonstrates a well-established vision of the integration process; however, the self-
assessment as well as the evaluator did not qualify it as an integrator.

In this case, there were two prominent factors in the assessment process: one, for being a
cooperative and having to manage cooperative members as well as clients, and the other for
having strong characteristics as a large transporter.
The fact it has large clients could help it. However, the distance of actions towards information
management, demand and commercial initiative to seek new activities jeopardize its growth into
becoming an integrator. Also, employees do not absorb their culture and values, because it has
many and large clients.
Curiously, probably because the directors and managers are professional, management has the
capacity to perceive its deficiencies, which is seen by the little average difference in self-
assessment and evaluator scores.

• EL – This LSP is an operator well-focused on customs operations, with good theoretical
knowledge of the integration process, but little practical action in the clients' chains. It
works as needed, carrying out operations with beginnings and ends, but rarely
permanent. The fact it does not have a physical operational structure or practical
knowledge of operations jeopardizes its assessment. On the other hand, it stands out for
its relationship since it is well-focused on clients and since the truth is well-founded in
the relations.

This is the one furthest away from the integrator average. However, merely as an observation, it
was perceived that knowledge of the integration processes and strong involvement with clients
justifies this LSP to work as a 4PL, even if in temporary operations.
In a more generic analysis about the assessment process for the five companies, some
observations need to be made:
- All of the companies realize they can carry out more tasks, expanding their activity portfolio as
a means to improve business. However, a direct relationship of this with the possibility for
integrating processes in their clients’ SC has not been perceived. Even the largest companies,
with more professional and prepared management, do not establish activity expansion strategies
with their clients.



- There is a consensus to blame the lack of initiative in expanding activities on the clients. They
claim the client seeks price and execution, not management and results. This makes the
integration and dedicated work concept, through the LSP, mere theory.
- LSP action with second tier chain agents is rare.
- At BM, which has been evaluated as an integrator agent, management founded on indicators
measuring internal and external performance was observed. This characteristic, especially in this
study, permits believing that management oriented towards performance indicators favors
integration in the SC.
- In the structure proposal presented in this study, the relationship axis, which characterizes SC
business processes, establishes activity gains. The integration axis begins to take shape through
it. However, if the studied companies indicate knowledge and competence in the requirements
related to it, for the evaluator, this is the issue where greatest divergence appears. This can be
seen by the difference in averages.
- Conducting the self-assessment depends on knowledge of the concepts presented in the
integration proposal. Therefore, despite the explanations to the participants, divergences with the
evaluator can be seen as normal. The assessment process conducted by the LSP can be
understood as a self-criticism.
The average obtained by companies cannot serve as parameter for comparison between them.
This is due to the limitation imposed by the adopted methodology, since they are companies
from different sectors with different characteristics.
FINAL REMARKS
The study proposes the requirements for the LSP to act as an integrator agent. These
requirements respond to the core problem in this study. Finally, it is applied in the field of
constructed knowledge. That, in turn, combines theory and practice, constructing a tool that
permits the LSP to assess its integration capacity in the SC.
Other requirements can probably be considered, researched, constructed or even discovered.
However, this does not invalidate the study proposal, since this topic is still little explored.
The assessments permit establishing the minimum level needed for the LSP to act as an
integration agent in the SC. The adopted assessment method is just one way to do it. Using the
requirements established and founded on the proposed structure, you can create other ways to
assess the LSP or even their clients. It is also possible to organize other research methods, better
assessing the LSP by market segment, size, etc.
A study like this one, full of variables and situations is able to generate many other academic
studies. However, the focus was to analyze the integration of operational processes in a
collaborative supply chain with the focal company management, although coordinated by the
LSP. The particularity of an LSP being able to work in chain integration offers interesting
contributions for studies in the area, or even for companies that think of using this management
idea.
For the LSP, the study highlights the importance of this provider in being aware of new
collaborative practices and getting ready with systems that offer services of this nature. We
believe that before the company and its agents want integration, the steps that consolidate the
relationship and permit chain participants to understand their role must be overcome. This
became clear in the assessment of the only LSP that presented integrator characteristics, where
management of its clients reveals commitment, for example, working with exclusive suppliers.



Another important aspect, often mentioned in the literature and observed in field studies, is that
the integration process is fundamentally supported by information technology and
communication. It is vital to have a robust data system with agile and secure processing, capable
of working with all necessary interfaces.
Another consideration regarding this study is that the proposal may not be applied to all types of
chains or business segments, thus serving as a reference for thought and possible adaptation of
concepts.
The LSP can use this study for self-assessment and from the result obtained propose strategic
actions for working on its deficiencies, leading it to the desired levels. The self-assessment factor
was also perceived by the author during assessment of the 5 studied companies where the
managers manifested interest in the diverse requirements as a tool to create diagnoses of their
businesses.
Therefore, we can say an LSP's initiative in seeking a solution for its clients is fundamental for
constructing collaborative relationships in the supply chain. The LSP that is willing to only act
according to client initiatives, demands and requests limits itself to only providing a service for
which it deems itself contracted to perform. It does not have the necessary scope, focus or vision
the supply chains will tend to demand in the relationships between their agents.
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