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Abstract 

 

The lingering financial downturn continues to drive volatile market 

conditions. This has a profound effect on the management of companies 

supply chains as the uncertainty levels amplify the risks exposure. 

 

Third-party logistics providers are key players in most firms supply chains 

in that transportation services along with certain basic value-added 

logistics services are highly mature areas in terms of outsourcing. The 

third party logistics providers do not “own” a supply chain in the 

traditional sense, but nevertheless assume responsibility for their 

customers supply chain as the physical goods pass through a warehouse 

or are shipped around the globe. This paper adapts the third party 

logistics provider perspective on supply chain risk. The aim of the paper is 

to identify the risk sources in the supply chain and recognise how the risk 

sources are mitigated. 

 

The key conclusions of the research are: 

 

 The vast majority of the risk definitions supplied by the 3PL industry 

manager‟s fall within the quantitative or system perspective 

spectrum of academia. 

 The versatility of Peck‟s model is demonstrated and it is with 

success used to categorise the supply chain risk identified by the 

3PL industry managers. Furthermore, it is possible to demonstrate 

the interaction between the risk clusters through the available 

empirical data. 

 Steps are taken to identify three areas that provide evidence to the 

3PLs risk mitigation abilities and maturity level.   
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1. Introduction 

 

“You can measure opportunity with the same yardstick 

that measures the risk involved. They go together” 

         Earl Nightingale 

      

 

The concept of supply chain risk has evolved and developed momentum 

during the past two decades. In the 1990ies, during its infancy, the focus 

was largely on supply chain risks internal to the firm, examples of which 

could be the concern arisen from the bullwhip effect or supply side 

vulnerability as a result of ineffective sourcing strategies. (Skjoett-Larsen, 

2007)  

 

As the notion of supply chain risk matured during the first decade of the 

new century, the focal point of interest moved outside the boundaries of 

the firm. The key event that places supply chain risk firmly at the 

managerial board level was the September 2000 UK fuel crisis, which saw 

protesters blockade fuel depots resulting in petrol stations without fuel; 

NHS reduced to emergency operation only; schools closed; supermarkets 

running out of food; general consumer panic and an entire country 

grinding to a halt – all within the space of three days!! (Reason Magazine, 

Issue 4, 2011) 

 

The UK fuel crisis emphasised to business leaders just how complex and 

interlinked, horizontally and vertically, the supply chains had grown in 

seemingly unrelated industries. Further the event plainly highlighted just 

how vulnerable supply chains can be to disruption as well as the 

significant financial losses involved as a result. But the most important 

shift in this connection was the acknowledgement that active management 
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of supply chain risks clearly demanded a more prominent role rather then 

traditional reactive approach to supply chain disruption!  

With the credit crunch in 2008 and the subsequent continual financial 

downturn the overall business environment has been volatile. The 

unstable market conditions have had had a profound effect on the 

management of companies supply chains in that uncertainty has amplified 

the risks exposure. The dilemma of supply chain management is that 

sleek and efficient supply chains are extremely sensitive to system 

disturbances whereas an agile supply chain tends to be more risk robust 

but is predisposed to attract comparatively high costs. 

 

A recent example of the adverse effect supply chain risk can have on a 

companies performance is that of Mark and Spencer‟s. The company 

announced a staggering 16% drop in pre-tax profits for 2011 linked in 

part to the tough economic climate in The UK, but certainly also to severe 

shortages of stock for key best selling items as a result of a too lean 

supply chain (www.bbc.co.uk, April/May 2012). A stark reminder that in 

times of economic austerity it is more important than ever to have the 

right products on the shelves at the right time, which in part can be 

secured by managing the inherent risks in the firms supply chain! 

 

 

1.1  Purpose 

 

Supply chain risks and the management of these risks is the subject of 

this thesis. Specifically the focus will be on the logistical aspects of the 

supply chain and thus the perspective of the third-party logistics (3PL) 

provider companies. 

 

3PL providers are key players in most firms supply chains. Transportation 

services along with certain basic value-added logistics services (for 

http://www.bbc.co.uk/
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example warehousing) are mature areas in terms of outsourcing why 3PL 

providers often are pivotal partners to a firm‟s logistics operation. 

The 3PL providers does not “own” a supply chain in the traditional sense 

but are nevertheless responsible for their customers supply chain as the 

physical goods pass through for example a warehouse or is shipped 

around the globe. 

 

This responsibility places a lot of requirements upon the 3PL providers. 

Not only will the 3PL providers need to understand their customers supply 

chain requirements in order to understand the key risk drivers. They also 

need to understand the risk sources within the processes for which they 

are responsible as well as understand risk drivers in their wider supplier 

network and environment - and manage it all in order to provide a 

seamless service to their customers.  

 

This leads to the following research questions: 

 

What are the supply chain risk sources from a 3PL provider perspective? 

 

and  

 

How are these risk sources mitigated? 

 

The main weight and attention will be apportioned to the first part of the 

research question. In order to answer this question, two areas need to be 

addressed. Firstly the concept of risk need to be studied and secondly 

some structure needs to be put around understanding and categorising 

risk sources in the supply chain from a 3PL perspective. The second 

question is in effect a natural spin off from question one but it is in this 

paper considered secondary.   
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1.2 Scope and Delimitation 

 

Definitions  

The focus of this thesis will be the 3PL provider perspective on supply 

chain risks. 3PL provider is defined as a company that provides transport 

and logistics services. Commonly referred to simply as a 3PL, including in 

this paper. This paper specifically investigates the “global one-stop shop” 

segment of the 3PL provider industry. Please refer to 1.4 The 3PL Provider 

Industry in Brief for a more detailed definition. 

 

Risk Management 

The second part of the research question addresses the 3PL‟s risk 

mitigation abilities. It is not within scope of this paper to analyse the risk 

management processes in place at the 3PL providers. The purpose is to 

understand, based on the data found in the interviews, what elements 

provide evidence or clues about the 3PLs maturity level in terms of risk 

mitigation. 

 

Terminology 

As it is the case with most developing management concepts the variety 

of terminology used for a similar or identical concept is perplexing. As 

supply chain management is rooted in the system theory discipline, terms 

often used in relation to supply chain risks are based on system theory 

lingo such has resilience, vulnerabilities and volatilities. The basic 

assumption is that a supply chain (system) is at a stable stage and risk 

driver or vulnerabilities will exist that creates disruption to the system. 

The supply chains resilience is then in effect its ability to the deal with 

system disruption. 
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1.3 Structure  

 

Chapter 2 reviews the literature relating to supply chain risk. The 

literature review is structured in two parts. First the literature is examined 

for the general definitions of risk. After this supply chain risk and 

specifically sources of supply chain risk are reviewed. Chapter 3 describes 

the research design and methodology which consists of in-depth 

interviews with experienced managers from the 3PL industry. Chapter 4 

details the findings of the interviews and analyse the empirical findings of 

the interviews in relation to the literature review where possible. Chapter 

6 draws the key conclusions of the study and makes recommendations 

 

 

1.4 The 3PL Provider Industry in Brief 

 

Transport and logistics activities have over the past 15-20 years proven to 

be an obvious choice for outsourcing as they tend to be relatively asset-

intensive and many of the assets are better utilised when shared thus 

representing opportunities for cost savings when outsourced. With this 

demand for third-party provided logistics services and the rise in 

international transportation as a result of global sourcing, the 3PL industry 

emerged. 

 

The 3PL industry has gone through unparalleled levels of mergers and 

acquisition activities during the latter part of the previous decade. The 

drives for the consolidation in the industry were amongst others an 

increased globalisation of customer‟s supply-chains and customers 

increased demand for breadth of the provider‟s service portfolio in an 

effort to rationalise their supplier base. Further the liberalisation of in 

particular the European postal markets sent Deutsche Post on buying 

spree in an effort to diversify its business activities thus protecting 
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revenues. Similar activities have been taken on by the Dutch, French and 

British postal services albeit not on the scale of their German counterpart. 

Another driver is the commoditisation of certain product segments within 

the logistics industry, which has motivated 3PLs to differentiate their 

product offering thus increasing margins through for example mergers 

and acquisition (Transport Intelligence, 2007). The services that are 

outsourced to 3PL providers are (Cap Gemini, 2007): 

 

Service % Service % 

Domestic transportation 83 Reverse logistics 31 

International transportation 79 Cross-docking 31 

Warehousing 69 Freight bill auditing and payment 25 

Customer clearance and brokerage 67 Fleet management 15 

Forwarding 51 Supply chain consultancy 14 

Shipment consolidation 43 Order entry, processing and fulfilment 14 

Product labelling, packaging, 
assembly, kitting 

34 Customer service 13 

Transportation management 32 LLP services 11 

 

In sum then the trend is towards extensive breadth of services provided 

and global coverage. In the below insert I illustrate how it is possible to 

segment the industry into four types of providers: 
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Own production – inspired by Transport Intelligence; “Global Logistics Strategies 2007”, October 2007
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2. Literature Review 

 

In preparation for the field research this section will examine two relevant 

areas of the literature. Firstly the literature will be reviewed for the 

definition of risk in order to gain a deeper understanding of the risk 

concept. Secondly risk in a supply chain context will be examined with 

specific focus on understanding the risk sources within a supply chain.  

 

 

2.1 Definition of Risk 

 

The Oxford English Dictionary defines risk as: “(Exposure to) the possibility of 

loss, injury, or other adverse or unwelcome circumstance; a chance or situation 

involving such a possibility.” It is noticeable from this definition that risk is 

associated with a negative outcome of a given event, and further that the 

risk is only a possibility not a definite. 

 

The element of possibility is also echoed in the ISO31000 definition of 

risk:“… the effect of uncertainty on objectives”, but interestingly there is no 

negative inclination associated to this definition, opening up for the 

possibility that risk can have negative as well as positive outcomes! 

 

The communality between the above two general public risk definitions 

and that of the multitude of academic definitions is in fact the absence of 

a universally agreed definition of risk!  The only common denominator 

between risk definitions that can be found is according to Renn that: “[All] 

risk concepts have one element in common, however: the distinction between reality 

and possibility” (Renn via Merkelsen, 2011, p883). 
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Three distinct groups of risk thinking will be reviewed in the following. The 

first group relates to risk definition of a quantitative research nature. This 

is following by a risk definition linked to the qualitative research paradigm 

and finally also nestled within the quantitative research cluster, risk are 

examined in the relation to the system thinking perspective. 

 

Quantitative Research Definitions 

The seminal article “On the Quantitative Definition of Risk” by Kaplan and 

Garrick, published in the first issue of the Risk Analysis journal in 1981 

define risk as list of scenarios comprising three different components 

collectively named triplet. The triplet consists of three questions: 

 

- What can happen? (Scenario) 

- How likely is that? (Likelihood) 

- What are the consequences? (Impact)  

 

The conclusion in Kaplan and Gerrick article is derived upon through three 

lemmas that are central to a deeper understanding of risk.  

 

Firstly a clear distinction is made between risk and uncertainty and the 

authors say that risk = uncertainty + damage in effect subscribing to the 

idea that risk is by definition an adverse circumstance. Secondly a 

distinction is made between risk and hazard. Hazard is a source of danger 

and is real why it is possible to safeguard against. Whereas risk is a 

probability only why it is possible to express risk as risk = hazard / 

safeguards. The interesting point here is of course that it is possible to 

reduce the probability of risk exposure if the hazards are understood and 

safeguarded against. In other words, risk can be managed if they are 

understood! The third building block is the notion of relativity of risk. It is 

argued that on one hand risk is subjective as it is relative to the observer 

i.e. risk is subjective. Therefore the probability of risk is also subjective in 
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this instance. If however, risk can be defined as an absolute and objective 

then probability also becomes an absolute and objective. Kaplan and 

Garrick argue that: “Two rational beings given the identical evidence must access 

the risk identically” (Kaplan and Garrick, 1981, p22) and this is in essence 

the core philosophy behind the triplet scenarios approach, that is flush out 

as many risk scenarios as possible thus enabling an absolute and objective 

assessment of risk. 

 

Qualitative Research Definitions  

At the opposite academic spectrum in the first issue of the Journal of Risk 

Research in 1998, Rosa makes a very noble attempt to define risk as “.. a 

situation or event where something of human value (including humans themselves) 

has been put at stake and where the outcome is uncertain”. The intention of the 

paper was to create one meta-theoretical definition of risk in order to 

advance the research field of risk. This is grounded in Rosa‟s belief that 

the subject of risk expands boundaries and thus should be viewed as an 

interdisciplinary activity. He argues that the opposing research disciplines 

have spent unnecessary amounts of time debating the conflicting 

definitions of risk when in fact it would be possible to advance the 

research field more aggressively if a common multi-disciplinarian 

definition could be agreed. 

 

Rosa‟s definition of risk was broadly speaking accepted within this genre 

of risk definitions and not challenged for a decade (Merkelsen, 2011) until 

Aven & Renn in 2009 argued that a more appropriate definition of risk 

would be: “Risk refers to uncertainty about and severity of the consequences (or 

outcomes) of an activity with respect  to something of that humans value”. (Aven & 

Renn, 2009) According to the authors this definitions open up for the 

ability to measure the possibility of risk, an element that was not included 

in Rosa‟s definition, but is empirically factual. Merkelsen engages in the 

Rosa, Aven and Renn debate in 2011 and has some interesting additions 

to the discussion. He highlight that the real difference between Rosa and 
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Aven & Renn‟s is that Rosa sees risks as an objectively given whereas 

Aven & Renn see it as a social construct. Another point made by 

Merkelsens is that Rosa, Aven & Renn “treat the event in their risk definitions as 

if it was an actual and not just potential event” (Merkelsen – 2011 – p892) 

 

System Perspective Definitions 

The building blocks for Haimes‟ article “On the Complex Definition of Risk: 

A System-based Approach” are that risk needs to be assessed in scenarios 

– similar to Kaplan et al line of thinking - although the basic definition of 

risk used in the article is that “risk is a measure of the probability and severity of 

adverse effect” (Haimes, 2009). However, what makes the article 

interesting in this context is that it specifically view risk from a system 

perspective, which is specifically relevant in relation to supply chain 

management. The concepts of vulnerability and resilience of the system is 

introduced. Haimes defines vulnerability as “… the manifestation of the 

inherent states of the system (e.g. physical, technical, organizational, and cultural) 

that can be subjected to a natural hazard or be exploited to adversely affect (cause 

harm or damage to) that system” (Haimes, 2009 p 1649). Further the author 

define resilience as “ … the ability of the system to withstand a major disruption 

within acceptable degradation parameters and to recover within an acceptable cost 

and time” (Haimes, 2009, p 1649).  

 

Aven heavily criticises Haimes work for only including the concept of 

probability in the risk definition not in the concepts of vulnerability and 

resilience and moves ahead with a suggestion on how this can be done. 

However in this particular context the main point taken is that Aven 

agreed with the concepts of vulnerability and resilience in a system setting 

albeit the methodological approach is different to that of Haimes (Aven, 

2011). 

 

Studying articles related specifically to supply chain risk the definitions of 

risk seems many, vague and extremely diverse. Christopher and Lee 
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mention financial risk, risk stemming from the complexity and uncertainly 

within a supply chain, unexpected and unpredictable disruptions fosters 

risk and finally the market risk. In sum no precise definition of risk, but 

rather a list of potential risk sources (Christopher and Lee, 2004). 

 

Kumar does not use the word risk but talk about “disturbances”, which 

can be said to be the consequence of risk. He says that three types of 

disturbances to supply chains exists namely “disturbances within one of the 

supply chain parts, disturbances within one supply chain part spreading out of the 

part and disturbances into the supply chain” (Kumar, 2009). 

 

Another definition of risk in supply chain highlighting risk probability and 

risk impact is presented by Zsidisin as “the potential occurrence of an incident 

associated with inbound supply from individual supplier failures or the supply market, 

in which its outcomes result in the inability of the purchasing firm to meet customer 

demand or cause threats to the customer life or safety” (Zsidisin, 2004). 

Interestingly the same author in a later compendium of articles chose not 

to define risk in that “..seeking agreement on a definition has proved problematic 

…” (Zsidisin, 2010) and then argues that a non-prescriptive definition of 

risk will encourage more diverse knowledge productions. 

 

In summary then it is, not unexpectedly, possible to conclude on one 

common definition of risk to be used when studying supply chains. 

 

 

2.2 Supply Chain Risk 

 

From the previous section of this chapter it became apparent that the 

concept of risk has a multitude of definition and that risk is often defined 

context specific. Therefore this second part of the literature review 

examines risks specifically in relation to supply chains and in particular the 
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review will focus on identifying the sources or clusters of risks in the 

supply chain. 

 

At the simples level it is possible to talk about two dimensions of risk 

drivers in supply chains, external risk drivers and internal risk drivers 

(IRM, 2002). External risks factors to the system would be of macro-

environmental character such as political, economic, social, technological 

or legal. The internal risks are specific to the system either within a node 

or between nodes. 

 

Goran Svensson is one of the pioneers in developing a conceptual 

framework for the analysis of vulnerability (or risk) in the supply chain. In 

Svensson‟s article from 2000 it is argued that vulnerability analysis 

comprises the following elements (Svensson, 2000): 

 

a) Source of disturbance;  

Two types of disturbances are introduced, atomic and holistic. The atomic 

disturbances are applicable to a limited part of the supply chain and 

involve only two nodes (links) in the supply chain. The holistic sources 

disturbance covers vast parts of the supply chain and a multitude of nodes 

that are no necessarily directly coupled. 

 

b) Category of disturbance; 

Two types of disturbance categories are established namely quantitative 

and qualitative. Quantitative disturbances refer to e.g. lack of inbound 

components whereas qualitative disturbances refer to for example the 

damage of inbound materials to production. 

 

Svenssons empirical research concludes that there are high occurrences of 

atomistic quantitative and qualitative disturbances and relatively few 

holistic.  
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In a later article Svensson argues that in studying supply chain 

vulnerability three dimensions should be use to categorise the sources of 

risk, that is time, functional and relationship with either atomistic or 

holistic attributes. (Svensson 2004) The time dimension is linked to the 

simple logistical mantra right product at the right time. In other words if 

this part of the supply chain is not managed sufficiently then there is a 

risk exposure. The functional dimension refers to that companies are 

dependents on each other in the supply chain. For example a large 

percentage of companies reply on 3PLs to execute the physical 

transportation of goods. The third dimension is relationship and can be 

seen as relationship internally in the organisation or in a wider supply 

network. 

 

Some of the above sources of vulnerability are echoed and expanded upon 

by Peck who argues that supply chain vulnerability is found in four 

different and interlinked levels or clusters as illustrated in the below (Peck 

2005): 
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Cavinato suggests that five dimensions should be studied in determining 

the sources of risk (vulnerability) in supply chains that is 1) Physical, 2) 

Financial, 3) Informational, 4) Relational and 5) Innovational. The novel 

element of this model is that the risk associated to innovation in close co-

operation with for example suppliers are included. (Cavinato, 2004) 

 

The traditional logistical flows: goods, money and information are also at 

the core of Spekman‟s paper but these are expanded upon to incorporate 

an additional three dimensions namely 1) Security of the firm‟s internal 

information system, 2) Relationship between supply chain partners and 3) 

Corporate social responsibility. (Spekman, 2004) 

 

Risk creators according to Giunipero is material availability, long 

distances, insufficient capacity, demand fluctuations, technological 
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changes, financial instability, labour instability and  management turnover 

(Giunipero 2004) 

 

Christopher place sources of risk into five categories: 1) Supply risk, 2) 

Process risk, 3) Demand risk, 4) Control risk and 5) Environmental risk as 

outlined in the below illustration. 

 

 

 

Christopher considers process and control risk internal to the firm, 

whereas supply and demand risks are deemed external to the firm but 

internal to the supply chain network. Finally the environmental risks are 

seen as external to the network. 

 

In a relatively new literature review by Tang potential risks are 

categorised on the three different logistical flows namely material flow, 

financial flow and information flow (Tang, 2010). The material flow is 
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divided into three sub-categories source, make and deliver. The literature 

review concludes, perhaps not surprisingly, that the majority of the supply 

chain risk literature is concerned with the material flow category. 

 

 

2.3 Summary 

 

The above literature review highlight three approaches to the definition of 

risk. Further an array of ideas concerning risk sources in the supply chain 

is presented. The model that best incorporate all the identified risk 

sources is that presented by Peck. Therefore this model is chosen as the 

foundation for the structure of the research findings. 
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3.  Research Design 

 

In the previous chapter the academic literature was reviewed for a general 

definition of risk as well as supply chain risk drivers. The objective of this 

chapter is to present the field research design along with the associated 

methodological choices and techniques including a discussion of the 

potential pitfalls. This chapter consists of five parts that is methodology, 

data collection, justification for the research design, coding of interviews 

and finally a section on reliability and validity.  

 

 

3.1 Methodology 

 

In order to structure this section Saunders, Lewis and Thornhill‟s Research 

Process „Onion‟ model will be used. This model has been chosen as it 

creates a clear and concise taxonomy between the abstract concept of a 

research philosophy and the tangible method of data collection. 
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Positivism

Realism

Interpretivism

Research philosophy

Deductive

Inductive

Research approach

Experiment

Survey

Case study

Grounded

theory

Ethnography

Action research

Research strategies

Cross

sectional

Longitudinal

Time

horizons

Sampling

Secondary data

Observation

Interviews

Questionnaires

Data collection

method

The Research Process „Onion‟ – Saunders, 2003  

 

 

The research philosophy, or research paradigm, can be described as the 

overarching framework within which the researcher makes choices about 

theories and methodologies. Saunders defines it as “the way that you 

think about the development of knowledge” (Saunders, 2003, p. 83). 

Solem argues that “methods, and techniques, are not just neutral 

instruments … ” (Solem, 2003, p.448) but stems from the chosen 

research philosophy, which is ultimately derived from the researcher‟s 

inherent view of the world, or ontology. 

 

Three research philosophies dominate the business and management 

research field that is the paradigms of positivism, realism and 

interpretivism. The research philosophy adapted for this paper is that of 

realism. The reason for choosing this paradigm is that supply chain risk is 

relatively new concept and the 3PL perspective on supply chain risk is 

practically unexplored. As there is no clear definition of a widely practised 

concept the realist approach is right in order to impartially assess the 
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phenomena as the first step to gain a more in-depth knowledge and 

understanding for future research into the area. 

 

Within this paradigm, I am also drawing on the principles of system theory 

which is the underlying approach to supply chain management. However, 

within the systems theory spectrum two distinct schools of though exists, 

“hard system” and “soft system” best described by Checkland in the below 

and this paper distinctly lean to the soft system theory thinking 

(Checkland, 1994, p. 80 via Peck, 2005): 

 

“Hard system thinking assumes that the world is a set of systems (i.e. is systemic) and 

that these can be systematically engineered to achieve objectives. In the soft tradition, 

the world is assumed to be problematic, but is also assumed that the process of enquiry 

into the problematic situations that make up the world can be organised into a system”   

 

Two distinct research approaches exists that is the deductive and 

inductive approach. The deductive approach is often described as “top 

down” as it work from the more general to the specific1 with conclusions 

drawn logically on available facts. Quantitative date collection is often 

linked to the deductive approach. The inductive approach is by contrast 

referred to as the “bottom up” approach as it starts with the specific and 

proceeds to the general2 and is typically associated with qualitative data 

collection.  

 

The research approach for this paper is deductive as the point of 

departure is a literature review of the general theoretical concepts of risk 

and supply chain risk sources. The academic literature can not 

                                       
1 Theory -> Hypothesis -> Data collection -> Hypothesis testing -> Conclusion 
2 Observation -> Data collection -> Pattern -> Hypothesis -> Conclusion 
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independently answer the research question. As a matter of fact very little 

literature is dedicated specifically to the 3PL perspective of supply chain 

risk.  

 

Therefore the field research is rather exploratory in nature although 

nestled within the overarching concept of supply chain risk. The adapted 

research strategy for the field research is linked to the principles of the 

Delphi technique and will take the form of seven semi-structured 

interviews with 3PL managers. The Delphi technique can be used with 

advantage researching areas where the knowledge is incomplete and 

characterised by ambiguity and fuzziness. In simple terms the technique 

iterates the opinion of groups of expert panels to form a consensus on a 

given subject. (Amos, 2008) The chosen technique is deemed appropriate 

for this research as an almost unexplored niche area of supply chain risk 

is under investigation, although it should be seen as the first step in the 

iteration process only. In the following more specific information 

concerning the data collection is detailed. 

 

 

3.2 Data Collection 

 

As mentioned earlier the data collection consists of seven semi-structured 

interviews. The selection of interviewees were based on two main criteria 

namely considerable experience in 3PL industry and currently employed in 

company deemed to be in the global one-stop shop segment of the 3PL 

industry. This is considered a non-probabilistic sampling method, but 

entirely in keeping with the objectives of the Delphi technique of expert 

opinions. 
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The interviewees have a combined 135 years of experience in the 3PL 

industry which equated to an average of just over 19 years per 

respondent. Below insert list the interviewees: 

 

A
Name: Ib Pallesen
Co: Schenker A/S
Titel: Director - Air & Ocean

E
Name: Simon Girgis
Co: DHL Supply Chain
Titel: Director – Project Management

B
Name: Jesper Nielsen
Co: DHL  Global Forwarding
Titel: CEO – UK/Ireland/Nordics/Baltics

C
Name: Mehul Bhatt
Co: Damco
Titel: COO - Kenya

D
Name: Chris Hawkridge
Co: DHL Supply Chain
Titel: VP – Regional Project Risk Mgmt

F
Name: Erling Nielsen
Co: Damco
Titel: Global Head – SC Development

G
Name: Andrew Thorne
Co: Panalpina
Titel: MD – Sub-Saharan Africa

List of Interviewees

 

The interviewees are either former colleagues of mine or have been 

introduced to me from previous colleagues in the 3PL industry. Each of the 

interview appointments were arrange well in advance and each 

interviewee was contacted by email to explain the reason for doing the 

interview and introduce the topics. 

 

A high level topic list was emailed to each interviewee approximately one 

week prior to the meeting (see Appendix 6.2). All except two of the 

interviews were conducted face-to-face. Two interviews were conducted 

by telephone as it was proving difficult to align calendars for a personal 

meeting. The face-to-face interviews were all conducted in a suitable 

setting such as a quiet meeting room. Further all of the interviews were 

conducted in English and recorded with the permission of the interviewee. 
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The author took notes on key points in case of a failure in the recording. 

The interviews were transcribed in full to facilitate analysis of the outputs.     

 

A more detailed interview guide was prepared to structure the interview 

and ensure that all questions were addressed (see Appendix 6.3). The 

interviews followed the same basic structure. Each started with an 

explanation for the reason for the research. Participants were asked for 

permission to record the interview and told why. The main body of the 

interview consisted of four parts. In the first part I asked the interviewees 

to define supply chain risk in their own words. This part had 

conscientiously not been included in the topic list that I had sent ahead of 

the interviews as the aim was to get spontaneous responses as a tool to 

determine the respondent‟s maturity level on the subject. The rationale 

being that a fast, confident reply would signal a comparatively high 

subject maturity level. 

 

     

3.3 Justification for the Research Design 

 

The decision to use the Delphi technique and semi-structured interviewing 

approach to data collection is consistent with the exploratory aspects of 

the research question, and the complexity of the issues involved. Semi-

structured interviewing allows the interviewer the opportunity and 

flexibility to probe topics from different angels, and for both interviewer 

and the interviewee to recap understanding of the questions or answer 

and ask clarifying questions (Sykes, 1991; Saunders, 2003). It is the most 

appropriate process where the order and logic of the question might be 

varied (Easterby-Smith, 2002; Saunders, 2003). 
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The complexity of the research required a very specific sample of senior 

managers with the relevant experience. The sampling approach therefore 

had to be non-probabilistic. Selecting interviewees also gives the control 

of the sample that is necessary to ensure qualified responses. All the 

interviewees are predominantly contacts of my immediate professional 

network, facilitating access and ensuring a high response rate compared 

to (for example) a survey. Only one potential interviewee declined to 

participate. Managers also often prefer to be interviewed rather than filling 

in a questionnaire (Saunders, 2003). 

 

 

3.4 Coding of Interviews 

 

The illustration below outlines the coding that has been used to facilitate 

the analysis of the transcribed interviews. (see Appendix 6.4) 

 

 

 

 

 

 

 

Coding of Interviews

1 Risk definition

2 Risk clusters and mitigation

Cluster 1 - Value stream, product, processes

Cluster 2 - Asset and infrastructure dependencies

Cluster 3 - Organisational and inter-organisational networks

Cluster 4 - The Environment

3 Risk concept, process and system ITALIC
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3.5 Reliability and Validity 

 

Reliability is concerned with whether similar research would reach 

comparable conclusions (Easterby-Smith, 2002; Saunders, 2003). 

Although some researchers argue that reliability is not an intended 

outcome of qualitative research but that instead the research is suppose 

to reflect reality at the time of the date was gathered (Marshall, 1999) I 

have however sought to mitigate the various threats to reliability. There 

are two main threats to reliability in this paper namely interviewer bias 

and interviewee bias. 

 

In respect of interviewer bias then I have worked in the 3PL provider 

industry for 14 years and thus have opinions about the questions under 

discussion. However, awareness of interviewer bias is the first step 

towards mitigating it! The aim was to conduct all interviews face-to-face in 

order to ensure that visual signals such as body language could be read 

and to promote a better rapport (Saunders, 2003). As described earlier 

then topics for the interview was introduced via email prior to each 

interview and a high level topic overview was sent to each interviewee in 

advance. This allowed the respondent to prepare their thought in advance 

of the meeting and reduced the chances of being led by the interviewer 

(Saunders, 2003). It also builds credibility. Further to minimise the threat 

of interviewer bias, all interviews were recorded and transcribed. 

Recording gives a full and faithful record of each interview and captures 

tone of voice and therefore allows better detection of leading questions 

and interviewer bias. Recording also allows the interviewer to focus on 

listening attentively to the interviewee, to monitor body language and 

helps to build rapport. Recording can however adversely impact reliability 

if it means that the interviewee is inhibited by the fact that the 

interviewee is being recorded. However this is not considered to be the 
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case for any of the respondents, though. Transcription also provides a 

complete record and facilitates analysis. 

 

Interviewee bias can be a potential threat because the time-consuming 

nature of interviews may result in a biased sample where the time 

commitment involved reduces the willingness of some individuals to take 

part (Robson, 2002). Interviewee bias can also result from perceptions 

relating to the interviewer, and when, for some reason, the interviewee is 

not willing to discuss some issue in the same depth as others. These three 

elements, if not mitigated, could skew the responses elicited from the 

interviewees, and the way they are interpreted by the researcher. Further 

interviewee bias was a potential issue as all the interviewees have had a 

direct or indirect working relationship with the author. Interviewee bias is 

however unlikely to have resulted from sample bias since 7 out of 8 

potential interviewees agreed to be interviewed. There is no evidence to 

suggest that interviewees held back their views on any issue; the 

transcripts in Appendix 6.4 support this contention. 

 

Validity refers to the extend to which the researcher gains access to their 

participants‟ knowledge and experience and is able to infer a meaning that 

the participant intended from the language that was used by this person 

(Saunders, 2003). A high level of validity can be achieved in research 

based on qualitative interviews (Saunders, 2003) as the process allows for 

a high degree of interaction so that questions and responses can be 

probed through follow up questions. It is however not possible to 

generalise the findings from the research because of the small number of 

participants involved. Instead the intention was to gain insight into a 

specialist area of the supply chain which has not received must attention 

to date. 
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3.6 Summary 

 

The previous detail the methodological choices made along with the 

rational behind the data collection and the coding of the interviews. 

Further the research design is justified and the reliability and validity of 

the research is discussed. 
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4.  Research Findings 

 

This section presents the interview findings and discusses the findings in 

relation to the existing knowledge as presented in the literature review 

where applicable. This section is structured into thee parts. The first part 

looks at the respondents‟ definition of supply chain risk in relation to the 

groups of definitions found in the literature. The second part addresses 

specifically the first element of the research question namely the sources 

of supply chain risks from a 3PL perspective but also include the practical 

solutions to the risk exposure as described by the interviewees. The third 

part of this chapter is linked to the second part of the research question 

addressing how risk is mitigated by the 3PLs. It is suggests that a 

multidimensional view on risk mitigation is adapted and three dimensions 

are discussed. 

 

 

4.1 Definition of Supply Chain Risk 

 

The literature review illustrated the array of available risk definitions 

across academia and the absence of commonly agreed definition. Perhaps 

not surprisingly the interview responses reflect a similarly range of 

definition of the term. As outlined in the research design chapter, the 

question on supply chain risk definition was intentionally not included in 

the topic list that was sent to the interviewees prior to the meeting in 

order to get a fast, spontaneous reply to the question. However, it is 

possible to broadly categorise the interviewees definitions into the three 

groups of risk definition established in the literature review namely: the 

quantitative risk definition, the qualitative risk definition and the system 

perspective risk definition. 
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Interviewee B, D and E fall into the more quantitative part of the risk 

definition spectrum as the interviewees in their definitions consider it 

possible to quantify the impact of risks and in some cases mitigate or 

control the risks. Interviewee E has the following take on supply chain 

risks: “It‟s a big question.  Well off the top of my head you focus on the word risk 

and what does that mean for us.  For us we are focusing on any level of threat 

or...that could be a positive or a negative to our business.  And I suppose when we 

talk about the business we are talking in terms of performance in terms of financial 

performance immediately occurs because as all good companies we have to please 

our shareholders, so our performance is critical, so it is that area.  What are the 

threats what are the positives and negatives of the impact to our bottom line 

numbers?” (Interviewee E, p2, l14-20) and Interview D defines supply 

chain risks as “… Well there is two things, there is the definition of risk which will 

equally apply to logistics as it does to any other industry which is an event or 

occurrence which will impact the end objective, and profitability and reputation. 

Supply chain risks per see will be specific to the industry and I‟ve got quite a lot of 

views on where that risk is becoming apparent. I think the idea of risk is always 

perceived as a negative one and actually risk is opportunity as well” (Interviewee 

D, p2, l6-11). Interviewee D is the only respondent who makes very clear 

that risks can be considered opportunities as well. Interviewee B has 

similar risk categories as suggested by Martin Christopher (see Literature 

Review, p 18) and define supply chain risks as “….you have a number of 

elements.  For instance you have the supply risk, you have the demand risk, you 

have the risk of the environmental risk, the risk to your process so there is a number 

of different elements within risks that you look at and I think you can maybe to 

separate them a little bit you can define the risks that you can control and risks that 

you know is outside beyond your control but you can still try to mitigate those risks as 

well” (Interviewee B, p2, l8-14).  

 

As the only respondent, interviewee A definition of supply chain risks 

leans itself against the more qualitative spectrum of risk definition: “I think 

that‟s a big question!  The short answer is that supply chain risk is basically 

everything that has an impact on your supply chain which is hard to manage, has an 
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element of force majeure or is very difficult to control, if you like” and continues to 

elaborate ”Consequences of something out of your own control”. (Interviewee A, p2, 

l5-9).  

 

The risk definitions offered by interviewee C, F and G are associated to the 

system perspective view on risk. Interviewee F offers a short and sweet 

definition as: “… how to manage the unforeseen events successfully hopefully 

across the supply chain” (Interviewee D, p2, l10) whereas Interviewee C also 

takes inspiration in the three traditional logistics flow as it is also the case 

with Tang (See Literature Review, p 18) “….there are three main important 

aspects that I look at, one is the movement of cargo from one place to another, the 

second one is the information flow, the movement data and the third one is the 

movement of money. That‟s how I look at it in my context. Supply chain risks are 

anything that actually would work to disrupt any of those three flows, and when it 

does that, in my books that is a supply chain risk” (Interview C, p2, l10-14). 

Interviewee G‟s main aspect is that of system perspective with a sprinkle 

of quantitative mitigation included as following: “ …supply chain risks are 

anything that causes nuisance and disruption to the customer‟s ability to do business 

from a logistic point of view I would say.  So more or less if something happened 

along the supply chain that prevents them from doing something, anything that could 

cause that would be the risk obviously whether it occurs or not is another question 

but the risk would be that that we would try and look at and mitigate if we could”  

(Interviewee G, p2, l7-12) 

 

In summary then it is possible to categorise the respondent‟s definitions of 

supply chain risk into one of the three groups identified in the literature 

review. And not surprisingly the majority of the definitions fall within the 

quantitative and system perspective spectrum which is the general 

academic schools often associated with supply chain management. 
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4.2 Sources of Supply Chain Risk 

 

In order to structure the research findings in relation to the sources of 

supply chain risks, Peck‟s model will be used as presented in the literature 

review. This means that the risk sources as outlined by the interviewees 

will be inserted to one of Peck‟s four identified clusters namely: 

 

- Value stream, product, processes 

- Asset and infrastructure dependencies 

- Organisational and inter-organisational networks 

- The environment 

 

The below insert summarises the finding from the interviews of senior 3PL 

managers. It confirms that sources of risk are present in all of the four 

clusters with a heavy concentration in cluster 1 and 3. Based on the 

interview findings sub-clusters have been defined. This serves two 

purposes. Firstly it allows streamlining of the terminology and secondly it 

provides a natural structure for the following: 

 

 

Name Ib Pallesen Jesper Nielsen Mehul Bhatt Chris Hawkridge Simon Girgis Erling Nielsen Andrew Thorne

Alias A B C D E F G

Cluster 1

Value stream, product, 

processes

Sub-clusters:

Supply risk

Process risk

Human resources

Capacity

Freight rates

Supplier management

Processes

Capacity demand forecasting

Processes

Supplier management

Processes

Human resources

Processes Operational

Human resources

Processes

Cluster 2

Asset and infrastructure 

dependencies

Harbours Harbours

Roads

Asset

Cluster 3

Organisational and inter-

organisational networks

Sub-clusters:

Carriers

Sub-contractors

Customers

Carriers

Sub-contractors

Customers

Carriers

Customer

Sub-contractors Customers Customers Customers

Cluster 4

The environment

Sub-clusters:

Natural disasters

Economic and political

Ash cloud Currency volitility

Legal

Political environment

Currency fluctuations

Terrorism 

Natural disasters

Economic

Political

Natural disasters

Economic
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Cluster 1 

 

Supply risk 

Carrier capacity was mentioned as a significant source of risk for three of 

the interviewees (A, B and C) that operate in the international forwarding 

environment of the 3PL industry. Obviously this can not be considered a 

major revelation in that offering available capacity on air and ocean 

carriers is considered the core competency of an international forwarder. 

However, what is interesting in this connection is how previously unseen 

extreme capacity fluctuations in the ocean container shipping industry 

that the market place has experienced during the past couple of years has 

sizeably increased the 3PLs risk exposure. One author plainly puts is: “The 

cycles of supply and demand driven by a spot market mentality is out of control” 

(Kusiciel, 2012). Thus finding ways of managing capacity is more 

important than ever for the 3PL operators. (Interviewee A, p3, 

Interviewee B, p3 and Interviewee C, p3 and p5) 

 

Two key solutions are discussed by the A, B and C interviewees for 

mitigating the risks arisen from the capacity fluctuations. Firstly the 

importance of carrier management in combination with sound 

procurement processes. Typically the capacity management function sits 

within a „product‟ department in an international forwarding company and 

typically there will be carrier management programmes in place detailing 

agreed rates and agreed tonnage over a certain time period. A specifically 

interesting point made by interviewee B is the trend that it is not 

exclusively the product experts that will have dealings with the carriers 

but increasingly also the procurement function (Interviewee B, p3) This 

trend can be considered a mean for strengthening the carrier 

management programme by pooling the talent of the product experts with 

that of the procurement function. Interviewee C also emphasis the 
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importance of a solid procurement function to mitigate risks (Interviewee 

C, p5) 

 

The second solution to mitigate supply risks is to put in place a more rigid 

capacity demand planning programmes (Interviewee B, p4 and p5). 

Traditionally the ocean freight market has driven by the supply and 

demand dynamics in relation to the available container capacity. Container 

capacity has largely been plenty and container shipping lines profitable. 

The container shipping industry has not had an incentive to put in place 

more rigid process to manage a seamless flow of container despite the 

fact that lack of forecasting is considered a major cost driver for the 

container shipping carriers (Kusiciel, 2012). Interviewee A puts it like this: 

“… You used to be able to shop elsewhere, right, so you had a different provider; the 

capacity was plenty in a sense.” and continues: “However, following the financial 

downturn, carriers have become much, much more careful in bringing in new 

capacity and the whole business case behind capacity has become one managing 

capacity and thereby managing supply and demand ..”  (Interviewee A, p2, l29-

34). The financial downturn has created great volatility in the container 

shipping industry and the carriers seem to have no ready solutions to 

address the situation and thus stabilise the market. Forecasting could be 

one tool to alleviate the capacity pain suffered by shipper, 3PLs and 

carriers alike. 

 

The aforesaid capacity fluctuations has driven a previously unseen rate 

volatility in the market (Interviewee A, p4; Transport Intelligence, 13 June 

2012), all of which has been driven by a shift in the ocean carriers 

approach toward its direct customers and 3PLs. In other words the trading 

relationship between the parties has undergone a change and this will be 

discussed further in the part called Cluster 3 – Carriers. One final point to 

make is that the above empirical example supports that the inter-linkage 

between risk clusters in the Peck model, in this instance between cluster, 

1, 3 and 4.  
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Process risk 

The two main risk sources in this category as identified through the 

interviews are relating to information technology and projects. 

 

Risk sources in relation to information technology are mentioned by all but 

one of the interviewees. Interviewee A mentions that IT glitches in the 

operations systems for an air freight operation will have critical 

consequences and potentially have a negative impact on performance 

parameters towards the customer (Interviewee A, p4). This is due to the 

time sensitivities in air freight and the simple fact that an air waybill 

document must accompany the physical freight. If IT glitches prevent the 

air freight forwarder producing the air waybill then it is next to impossible 

to move the freight – unless you have an old type writer hidden in a 

cupboard as part of a contingency plan! Interviewee C gives an example 

of how the loss of a simple data transfer in relation to a shipment between 

two of its offices led to heavy financial losses (Interviewee C, p3). 

Interviewee D talks about the inherent risks in relation to IT concerning 

new product innovations (Interviewee D, p3). This is one example of just 

how IT dependent the contract logistics part of the 3PL industry is as the 

complexity of the product offerings increases in the quest for additional 

value creation in the supply chain of its customers. Added to this 

Interviewee G makes the general point that as the complexity of service 

scope increases so does the process, performance and IT risk involved 

(Interviewee G, p2-3). Interviewee B mentions the risks linked to a 

pending global migration to a SAP based operational platform. Replacing 

the operations system at the largest international forwarder throughout 

the globe is a mammoth task and the apprehension that comes with it is 

understandable! 
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The second risk source identified is the „decoding‟ of the customer 

requirements in a new business implementation process. The below carton 

outlines the predicament well: 

 

 

 

The risks in this process are linked to the handover points between 

business development, project delivery, IT and operations internally within 

the 3PL. DHL Supply Chain are mitigating these risks incorporating risk 

identification, assessment and mitigation into the project delivery 

methodology (Interviewee E, p2-5). It appears to be a wise choice of DHL 

Supply Chain to focus on risk mitigation in project as studies have shown 

that 37% of projects fail due to the following five main reasons (Krigsman, 

2011): 

 

1. Requirements: Unclear, imprecise 

2. Resources: Lack of  
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3. Schedules: Too tight, unrealistic 

4. Planning: Insufficient 

5. Risks: unidentified or assumed, not managed 

 

Interviewee D summarise the importance of successful new business 

implementations like this: “….the business implementation …. is critical because 

if you get that right in the first place you more or less avoid risks and problems further 

down the line …” but adds pragmatically: “The theory is very good, the reality in a 

14,000 person company or any of the big companies, that there are failures and it 

doesn‟t always go as well as it should; but I think at least with a structured approach 

you quickly find where things aren‟t working and more quickly than if you just „suck it 

and see‟ and hope that it‟s gonna work” (Interviewee G, p5, l29-33) 

 

Human resources 

Two aspects relating to human resources will be highlighted in this part 

based on the findings of the interviews. 

 

Firstly there is the aspect of having the accurate talent pool available for 

the required tasks. Interviewee D highlights that despite the financial 

downturn: “..recruitment of the right skill set and talent is becoming more and more 

of a challenge”. (Interviewee D, p3, l23 and Manners-Bell, 2012). As 

discussed earlier then the solution sets within, specifically, contract 

logistics are increasing in complexity and naturally the requirements to 

the skill set evolves simultaneously. Being able to attract and attain 

talented and skilled staff is of vital importance to the 3PL industry as the 

complexity of the supply chain increases. Interviewee D also raises the 

point of consistency in the skill set and approach across the global 

operations (Interviewee D, p3 & p7) in particular when dealing with 

multinational customers. The key message being that multinational 

companies expect similar service level regardless of the business is 

executed in Germany or Congo and this does of course pose pressures on 

the strategies of the human resources. 
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The second aspect is related to embedding “risk awareness” into the 

company culture. This is of course not directly a source of risk as such but 

failure to build “risk awareness” into the culture can pose a huge risk in 

particular in areas like performance management.  This aspect was 

emphasised by Interviewee B, D and E which are all working within the 

same company although in two different divisions. Interview B explains 

that the company has a formal risk management structure in place with 

the purpose to expand the risk awareness culture in the company. 

(Interviewee B, p7). Interviewee D and E explains how a stringent risk 

lifecycle has been incorporated into all projects deliveries. Interviewee G 

also considered the culture of risk awareness very important and provides 

a very practical example of how managerial bonuses are set to drive 

certain behaviour in terms of risk awareness and ultimately performance 

of the company (Interviewee G, p7, l1-7).  

 

 

Cluster 2 

 

Traditionally the operators in the 3PL industry are asset-light, more so the 

international forwarding segment of the industry then the ground logistics 

segment. This may explain why the interviews produced very limited risks 

sources in the cluster 2 category. However, a couple of interesting points 

in relation to infrastructure dependencies were made and warrant a few 

sentences. 

 

Interviewee B explains how for example the choosing the correct 

combination of ports (inbound to Europe) is part of the consideration of 

the preferred ocean carrier management programme (Interviewee B, p3) 

in order to reduce the inherent risks in the infrastructure dependencies. As 

a practical example then a 3PL operator would choose to spread the 
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inbound main ports to for example Rotterdam, Bremerhaven and 

Hamburg rather than channelling all freight through one harbour only. 

This is to have some room to manoeuvre if one of the port choice is hit by 

e.g. congestion or strikes. 

 

Interviewee C and D mentions the restrictions of the road network 

infrastructure in Africa (Interviewee C, p6 and Interviewee D, p3) and how 

it is addressed by for example setting up core road corridors on key routes 

and in effect creating a hub and spoke solution to accommodate the final 

legs of distributed of goods to more remote areas in Africa. 

 

 

Cluster 3 

 

It was mentioned in the above that the majority of players of the 3PL 

industry are considered asset-light operators. Therefore managing 

suppliers and sub-contractors are of great importance for a 3PL operator 

and the results from the interviews supports this importance. Interestingly 

the interviews also highlighted the changes in the customer relationships 

and therefore a section detailing this area has been included in part as 

well.   

 

Carriers 

Air and ocean carriers are the key suppliers of the international forwarding 

section of the 3PL industry. In particular the ocean container carriers have 

received bad press from 3PL providers and direct customers alike since 

the financial downturn. (Interviewee A, p.2-3 and Interviewee B, p4) The 

title of a recent article sums up the perturbation beautifully: “The Container 

Shipping Industry: Global Trade‟s Weakest Link” (Ratliff, 2012). The behaviour 

of the container shipping industry is in essence proving a risk to the 3PL 

industry including supply chains across the globe as the industry struggles 
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to deal with the excess capacity and falling margins. (Kusiciel, 2012, 

Ratliff, 2012) It begs to differ why Maersk did not push through the 

proposed “booking fee” of USD 100.00 as proposed in the 2011. On 

average the shipping lines have a 30 percent „no show‟ of booked 

containers. (Leach, 2011) It is a staggering figure and to put it into 

perspective then image the impossibility of running a profitable restaurant 

if every evening 1/3 of the people who had booked a table did not turn 

up! With the booking fee i.e. a levy paid on every booked container, 

Maersk would have triggered a trend in the industry that forecasting and 

true supply chain co-operation between liners, 3PL and direct shippers is 

the way to a long term recovery for the industry. Instead the short-

sighted opportunistic behaviour of the container shipping industry 

continues; an act that only adds to the volatility of most supply chains! 

 

Sub-contractors 

Both interviewee A and C gives examples of how sub-contractors are 

managed in order to reduce the inbuilt risks such a business relationship 

poses. Interviewee A summarises these risks as:”..there is always a risk when 

you are dependent on someone else of course. Being a non-asset based operation 

as we are; we have a high dependency on all the partners and sub-contractors we 

use”. (Interview A, p5, l37-39) 

 

The example given by Interviewee A is how the appointed partner for local 

pick up and delivery has been equipped with an extension of Schenkers IT 

system enabling the partner to manage routes and vehicles and in turn 

allowing Schenker to reduce risks in terms of for example data corruption 

and at the same time stipulate a sound work process between the 

companies. Interviewee C provides examples on how the companies‟ 

procurement process is used to validate potential sub-contractors in Africa 

and how stationing permanent Damco staff at the port of Mombasa to 

monitor its customers‟ containers has proven a simple but effective 

solution to pilferage at the ports in this region of the world. (Interviewee 
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C, p5/6). Interviewee G provides a detailed account of its sub-contractor 

selection process and how approved sub-contractors must adapt and align 

with the 3PL‟s environmental, quality and improvement policies and 

systems. (Interviewee G, p5, l4-8) 

 

Customers 

Interviewee A, B, D, E and G mention that changes in customer behaviour 

as a noteworthy source of risk. Interviewee A outlines how there is a 

rather worrying trend that customer „offload‟ risks to the 3PL expecting 

increased contractual liabilities compared to the industry standard govern 

by NSAB in the Nordics. (Interviewee A, p7) And Interviewee D makes a 

similar refection: “They [the customers] certainly have more expectations of DHL 

to share risk. Gone are the days with a nice open book contract where the customers 

take all the risks, …..”. (Interviewee D, p3, l37-38). Interviewee A has also 

noted a trend that customers place tightened performance measurements 

upon the 3PLs within existing contracts but with no additional funds. This 

point is also mirrored by Interviewee D: “They [the customers] are more 

demanding because of the economic conditions they are trying to reduce their 

inventory, so that puts more pressure on day-to-day operations so you‟d normally 

expect a day-one for day-three deliver for example in the UK to be the norm, 

whereas now you‟re finding is day-one for day-two because they do not want their 

inventory sat in the warehouse, they‟re churning it through quicker and demanding 

more flexibility and so that drives a lot more volatility as well” (Interviewee D, p4, 

l4-9). Interviewee B has noted a trend that larger customers with multi-

regional production are increasingly interested in understanding the risks 

of the supply chain and are taking measures to mitigate known risks. 

However more often than not the customers are not willing to accept the 

costs which risk mitigation may occur. (Interview B, p8-p10). 

 

To the question: “Has customers have become more demanding after the 

financial downturn”, Interviewee G offers a very pragmatic statement: “I 

think it‟s a very valid point but it‟s a huge generalisation.  There are certain customers 
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and very major customers that we work with that have recognised they need to 

change things, and particularly again I‟m being quite specific for Africa but there‟s a 

very big multi-product company that we work with that basically is moving production 

sites quite significantly around in Africa to address some of the issues there, and 

actually sees it as a way potentially in the future to feedback to Europe.  So there are 

some that I would say are more ahead of things than others but I definitely agree we 

feel a lot of pressure just to fix stuff ….. And less pressure perhaps to plan and help 

them design solutions and that I think is probably a true statement” (Interviewee G, 

p9, l14-28) 

 

 

Cluster 4 

 

This cluster of risk sources can be split into two broad categories namely 

natural disasters and economic & political. 

 

Interviewee B, F and G mention natural disaster risk sources such as ash 

cloud, typhoons and flooding in Thailand. Common for this type of risks is 

that they are almost impossible to predict and mitigating such risks are in 

many cases dependent on the capabilities and organisational agility of the 

3PL provider. In other words how quickly can a 3PL resume normal 

operation after a natural disaster?  

 

The second category of risks is linked to economic and political 

instabilities. Again it is a risk type that is difficult to mitigate and in many 

case the 3PL work around or work with this risk type. An example of which 

is the current volatile economic climate and the affect is has on not just 

the 3PL industry. 
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In summary then this part has outlined the various risk cluster as 

identified by the 3PL industry interviewees and a heavy concentration has 

been seen in risk cluster 1 and 3. 

 

 

4.3 Mitigation of Supply Chain Risk 

 

In the previous section numerous practical examples of how 3PL 

companies mitigate risks are provided. However, these tangible examples 

are one dimension of risk mitigation only. Based on the observations and 

evidence in the interview transcriptions it is acceptable to state that a 

sturdier picture of the 3PL‟s ability to mitigate risks in the supply chain 

would arise from a construct of elements. Based on the interview findings 

three elements can be identified namely: risk concept, risk management 

processes and systems, and finally the already discussed tangible risk 

mitigation are summarised. 

 

 

Risk Concept 

 

The risk concept covers two areas. Firstly the 3PL‟s risk definition and 

secondly the importance of risk management to the 3PL‟s. These to areas 

will in part give evidence to one dimension of 3PL risk mitigation. The 

starting point for risk mitigation must be the ability to define what is being 

mitigated! Further risk mitigation has to be of some important to the 

business, in order to display willingness towards proactive risk 

management. 

 

In section 4.1 the respondents definitions of supply chain risks are 

outlined and categorised based on the studied literature. It is not possible 

to say that one definition of risk is more accurate then another given that 
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no universal definition exits. However the ease with which the 

interviewees responded to a spontaneous question may give a hint as to 

whether the concept of risk is anchored in the respondents mind and thus 

give an indication of maturity. As the voice records confirm then all the 

respondents provide a reasonably swift answer to the spontaneous 

questions why it can be concluded that the concept of risk is known and 

established with the respondents. This may well be an expected outcome 

as the industry managers did agree to an interview on the subject. 

 

In terms of the respondents view on the importance of managing risks in 

the supply chain then interviewee D and G stand out with responses that 

demonstrate particular maturity in the area. 

 

Interviewee D considers management of risk “incredibly important” 

(Interviewee D, p12, l19) and explains the importance of risk 

management as an aide to protect brand and reputation. Further 

continues to elaborate how risk methodologies and performance 

management is fundamental to support a growth strategy. (Interviewee 

D, p12) and also makes the point that “…risk management is part of our path to 

quality and making sure we improve as an organisation” (Interviewee D, p13, 

l13-14) 

 

When interviewee G is asked about the importance of managing risk in the 

3PL industry, the following comment summarises the importance 

Panalpina place on managing risk: “I can‟t speak for the industry, for us very 

much because actually it‟s such a big part of the business.  You retain customers by 

delivering a good service and if things are happening to their business because of 

things that you haven‟t done or you‟ve not managed then you won‟t get a lot of 

business in the future.  So it forms actually a very big part of the way we do business 

but it‟s not probably named in that way  ….. But actually we would probably call it 

more operational quality”. (Interviewee G, p.8, l4-10) 
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Naturally all the 3PL companies taking part in the interviews will have 

levels of risk management built into the general management processes 

and in some cases risk management is considered as a separate function 

in the company.   

 

 

Risk Management Processes and Systems 

 

All the respondents have processes or systems in place to manage 

operational risks. Based on the interviews it is however not possible to 

determine if such processes are adequate and fit for purpose. It can only 

be stated that it is in existence. Out of all the respondents DHL Supply 

Chain appears to be rather advanced in embedding risk management 

processes into the general management processes and strategies. 

 

 

Risk Mitigation 

 

Concerning the tangible reactive risk mitigation in relation to identified 

risks sources then the findings from the previous section is summarised as 

following: 
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As pointed out previously then assessing the example of risk mitigation in 

isolation would not provide a nuanced picture of the 3PLs risk mitigation. 

However, assessed the practical risk mitigation examples in combination 

with the risk concept and the risk management processes and systems, 

provide a more in-depth picture of the 3PL‟s risk mitigation skills. However 

due to the small sample of interviewees it would not be correct to start 

comparing the companies, and further the data from the interviews are 

not sufficient for such an exercise.  

 

 

4.4 Summary 

 

In summary then the empirical data collected through the interviews 

suggest the same diversity in terms of defining supply chain risk as it is 

expressed in the academic literature. 

 

Identified risks Mitigation
Value stream, product, processes Supply risk

Carrier capacity incorporating rate 

volatilities

Carrier management with embedded 

procurement processes

Process risk

IT Sound IT processes

Projects Sturdy project methodology and 

execution

Human resources

Industry talent pool

Operational performance

N/A

Risk awareness culture

Asset and infrastructure dependencies Route restrictions (geographical) Carrier and route management 

processes

Organisational and inter-organisational networks Carriers Further supply chain integration and 

carrier management

Sub-contractors IT integration and collaboration

Customers N/A

The environment Natural disasters N/A

Political & Economic N/A
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Peck‟s model works well to categorise the supply chain risk clusters 

suggested by the interviewees and the interaction between the clusters 

are also confirmed by the data gathered in the interviews. A distinct 

concentration of risks is found in cluster 1 and cluster 3 representing the 

value stream and inter-organisational networks 

 

Finally three elements derived from the findings of the interviews are used 

to construct a multidimensional review how 3PLs mitigate supply chain 

risks. 
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6 Conclusion and Recommendations 

 

This study set out to investigate supply chain risk from the perspective of 

the 3PL provider. The research questions were (i) what are the supply 

chain risk sources from a 3PL provider perspective? And (ii) how are these 

risk sources mitigated? 

 

A literature review established three distinct schools of thought in relation 

to the definition of the risk concept. The literature review also examined 

the concept of supply chain risk in detail and a suitable model to structure 

the field research findings was identified in the absence of specific 

research detailing the 3PL provider perspective on supply chain risk. The 

field research consisted of seven in-depth interviews with experienced 

senior managers and executives from the 3PL provider industry. 

 

The key conclusions from the field research are as follows. 

 

The empirical data suggest that all three schools of thought in relation to 

the definition of risk are represented among the interviewed industry 

practitioners. However the vast majority (six of the interviewees) 

subscribe to risk definitions that are nestled within the quantitative or 

system thinking domain. This is in line with the general academic sphere 

within which supply chain management reside. 

 

Peck‟s model is used to structure the findings of the risk sources as seen 

by the 3PL providers. The model proved useful in this capacity and the key 

concepts of the model were validated through the field research data. That 

means that the risk sources identified by the industry practitioners could 

with easy be assigned to either of the risk clusters identified by Peck and 

further the dynamics between the risk clusters can be clearly seen in the 

empirical data. The majority of the identified risk sources were associated 
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to Cluster 1 (Value stream, products and processes) and Cluster 3 

(Organisational and inter-organisational networks) and relatively few to 

Cluster 2 (asset and infrastructure) and Cluster 4 (The environment). This 

may be linked to the fact that 3PL‟s are traditionally asset light and thus 

risks in this area would automatically fall into e.g. Cluster 3 as it is 

consider a risk in relation to management of for example a supplier. All 

but one respondent mention risk in relation to the environment but all 

risks sources in this cluster are mentioned in passing and none of the 

respondents elaborate in greater detail. This may be because the 

perception is that there is little a 3PL can do to manage these types of 

risks as they are often unforeseen. 

 

Concerning risk mitigation then the data collection revealed three areas 

that would give evidence to the companies risk mitigation namely risk 

concept, risk management processes and systems as well as the actually 

mitigation of the identified risk. Some of the interviewees stand out in this 

area but the collected data is not sufficient to draw any comparisons 

between the companies. However the three areas suggested as a measure 

to determine levels of proactive risk mitigation would do well in further 

research into this area. 

 

This research would benefit further from a “round two” in line with the 

Delphi technique thinking to drill further into the supply chain risk 

clusters. Further then I believe it would be an advantage if a relatively 

loose definition of risk in line with the system thinking was presented to 

the interviewees prior to guide them into the same direction in terms of 

risk thinking. The risk mitigation part of the research can be strengthen 

further in a potential “round 2” to set up clear maturity criteria for the risk 

mitigation and then it would be possible to start comparing the companies 

against each other.  
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However, my view is that the concept of risk is fundamentally subjective 

and therefore this niche research into supply chain risk from the 3PL 

provider perspective can only reach an advanced level if consensus is 

reached in defining the supply chain risk concept and this paper has 

merely added a small brick to the large puzzle. 

 

As a closing note then only one of the interviewed 3PL managers 

articulated a similar line of thinking as the opening quote of this paper 

express – and that is a little food for though ……. 

 

  

 

 

 

 

 

  



 

52 

Appendices 

 

6.1 Literature List 

 

Amos, Trevor and Noel Pearce; “Pragmatic Research Design: an 

illustration of the Use of the Delphi Technique”; The Electronic Journal of 

Business Research Methods; Vol. 6, No. 2, 2008 

 

Aven, Terje and Ortwin Renn; “On risk defined as an event where the 

outcome is uncertain”; Journal of Risk Research, Vol. 12, No. 1, 2009 

 

Capgemini; 2007 Third-Party Logistics Annual Study; 2007 

 

Cavinato, Joseph L; “Supply chain logistics risks. From the back room to 

the board room”; International Journal of Physical Distribution and 

Logistics Management, Vol. 35, No. 5, 2004 

 

Christopher, Martin and Hau Lee; “Mitigating supply chain risk through 

improved confidence”; International Journal of Physical Distribution & 

Logistics Management, Vol. 35, No. 5, 2004 

 

Christopher, Martin and Helen Peck; “Building the Resilient Supply Chain”; 

The International Journal of Logistics Management; Vol. 15, No. 2, 2004 

  

Christopher, Martin and Matthias Holweg; “ ‟Supply Chain 2.0‟: managing 

supply chains in the era of turbulence”; International Journal of Pphysical 

Distribution & Logistics Management, Vol. 41, No. 1, 2011 

 

Easterby-Smith, Mark, Richard Thorpe and Andy Lowe; “Management 

Research: An Introduction”; Sage; 2002   



 

53 

 

Frankel, Robert, Yemisi A Bolumole, Reham A Eltantawy, Antony Paulraj 

and Gregory T Gundlach; “The domain and scope of scm‟s foundational 

disciplines – insight and issues to advance research”; Journal of Business 

Logistics, Vol. 29, No. 1, 2008 

 

Guinipero, Larry C and Reham Aly Eltantawy; “Securing the upstream 

supply chains: a risk management approach”; International Journal of 

Physical Distribution & Logistics Management, Vol. 34, No. 9, 2004 

 

Haimes, Yacov Y; “On the Complex Definition of Risk: A System-Based 

Approach”; Risk Analysis, Vol. 29, No. 12, 2009 

 

Institute of Risk Management (IRM); “A Risk Management Standard”, 

http://www.theirm.org/publications/documents/Risk_Management_Standa

rd_030820.pdf access on 5 July 2012; 2002 

 

Kriegman, Michael, “CIO Analysis: Why 37 percent of projects fail”, 

http://www.zdnet.com/blog/projectfailures/cio-analysis-why-37-percent-

of-projects-fail/12565, 15 March 2011  

 

Kumar, Sharma Satyendra; “Risk Management in Supply Chains”; 

Advances in Management, Vol. 2, No. 11, 2009 

 

Kusiciel, Rob; “Perspective on the Global Container Shipping Industry”; 

Outlook on the Logistics & Supply Chain Industry 2012; World Economic 

Forum, June 2012  

 

Manners-Bell, John; “Dealing with the Skills Challenge in Logistics”; 

Outlook on the Logistics & Supply Chain Industry 2012; World Economic 

Forum, June 2012  

http://www.theirm.org/publications/documents/Risk_Management_Standard_030820.pdf%20access%20on%205%20July%202012
http://www.theirm.org/publications/documents/Risk_Management_Standard_030820.pdf%20access%20on%205%20July%202012
http://www.zdnet.com/blog/projectfailures/cio-analysis-why-37-percent-of-projects-fail/12565
http://www.zdnet.com/blog/projectfailures/cio-analysis-why-37-percent-of-projects-fail/12565


 

54 

 

Merkelsen, Henrik; ”The constructive element of probabilistic agency in 

risk: a semantic analysis of risk, danger, chance and hazard”; Journal of 

Risk Research, Vol. 14, No. 7, 2011 

   

Peck, Helen; “Driver of supply chain vulnerability: an integrated 

framework”; International Journal of Physical Distribution & Logistics 

Management; Vol. 35, No. 4, 2005 

 

Ratliff, Hugh Donald; “The Container Shipping Industry: Global Trade‟s 

Weakest Link”; Outlook on the Logistics & Supply Chain Industry 2012; 

World Economic Forum, June 2012 

  

Reason Magazine; “The Tangled Webs We Weave”; Issue 4, 2011 

 

Rosa, Eugene A; “Metatheoretical foundations for post-normal risk”; 

Journal of Risk Research, Vol. 1, No. 1, 1998 

 

Rosa, Eugene; “The logical status of risk – to burnish or to dull”; Journal 

of Risk Research, Vol. 13, No. 3, 2010 

 

Saunders, Mark, Philip Lewis and Adrian Thornhill; “Research Methods for 

Business Students”; Pitman Publishing; 2003 

 

Skjoett-Larsen, Tage, Philip B Schary, Juliana H Mikkola and Herbert 

Kotzab; “Managing the Global Supply Chain”; Copenhagen Business 

School Press, 2007 

 

Spekman, Robert E and Edward W Davis; “Risky business: expanding the 

discussion on risk and the extended enterprise”; International Journal of 

Physical Distribution and Logistics Management, Vol. 34, No. 5, 2004  



 

55 

 

Solem, Olav; “Epistemology and Logistics: A Critical Overview”; Systemic 

Practice and Action Research, Vol. 16, No. 6, 2003 

 

Spekman, Robert E and Edward W Davis; “Risky business: expanding the 

discussion on risk and the extended enterprise” International Journal of 

Physical Distribution and Logistics Management; Vol. 34, No. 5, 2004 

 

Svensson, Goran; “A conceptual framework of vulnerability in firms‟ 

inbound and outbound logistics flows”; International Journal of Physical 

Distribution & Logistics Management, Vol. 32, No. 2, 2002 

 

Svensson, Goran; “A conceptual framework for the analysis of 

vulnerability in supply chains”; International Journal of Physical 

Distribution and Logistics Management, Bol. 30, No. 9, 2000 

 

Svensson, Goran; “Key areas, causes and contingency planning of 

corporate vulnerability in supply chains”; International Journal of Physical 

Distribution & Logistics Management; Vol. 34, No. 9, 2004 

 

Sykes, W; “Taking stock: issues from the literature in validity and 

reliability in qualitative research”; Journal of Market Research Society; 

33:3-12 1991  

  

Tang, Ou and S Nurmaya Musa; “Identifying risk issues and research 

advancements in supply chain risk management”; International Journal of 

Production Economics”; Issue 133, 2011 

 

Transport Intelligence,  http://www.transportintelligence.com/briefs/rate-

volatility-destructive-for-all-says-forwarder/2363/, 13 June 2012 

 

http://www.transportintelligence.com/briefs/rate-volatility-destructive-for-all-says-forwarder/2363/
http://www.transportintelligence.com/briefs/rate-volatility-destructive-for-all-says-forwarder/2363/


 

56 

Transport Intelligence; “Global Logistics Strategies 2007”; October 2007 

 

www.bbc.co.uk, “Marks and Spencer hit by stock shortage”, 

http://www.bbc.co.uk/news/business-17737970, 17 April 2012 

 

www.bbc.co.uk, “Marks and Spencer in first profit fall in three years”, 

http://www.bbc.co.uk/news/business-18156496, 22 May 2012  

 

Zsidisin, George A and Lisa M Ellram, Joseph R Carter and Joseph L 

Cavinato; “An analysis of supply risk assessment techniques”; 

International Journal of Physical Distribution & Logistics Management, 

Vol.34, No. 5, 2004 

  

http://www.bbc.co.uk/
http://www.bbc.co.uk/news/business-17737970
http://www.bbc.co.uk/news/business-18156496


 

57 

6.2 Interview Topic Overview 

 

 

Supply Chain Risks 

- A 3PL Provider Perspective 

 

 

Interview Topic Overview 

 

 

Part 1 – Supply Chain Risk Sources 

 

What are the sources of risks effecting your supply chain? 

How are the sources of risks clustered? 

 

 

Part 2 – Risk Management 

 

How are the sources of risk mitigated? 

 

 

Part 3 – Importance to 3PL Provider Industry 

 

How and why are supply chain risks, and the management of these risks, 

important to the 3PL provider industry?   
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6.3 Interview Guide 

 

Below compressed and copied from xls file: 

 

Interview Guide 
        

           Interviewee Name 
         Date 

          Location 
          

           

           Check list 
          

           Thank for access / time 
        Anonymity, confidentiality 
        Permission to tape interview 
        Current title 

         Current organisation 
        Experience in 3PL provider industry 

       

           Topics / Questions 
        

           Topic 0 - Definition of supply chain risks 
      How do you define supply chain risks? 

       

           Topic 1 Supply Chain Risk Sources 
       What are the sources / drivers of risk affecting your supply chain? 

    How are these sources / drivers clustered? 
      

           

Topic 2 
Risk 
Management 

        How do you manage risk? 
        How do you manage your customer’s risk? Do specific customers have specific risk profiles? 

 

           Topic 3 Importance to 3PL Provider Industry 
      

           How and why are supply chain risks, and the management of these risks, important to the 3PL provider industry? 
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6.4 Interview Transcriptions 

 

Interview A – page 1 to 8 

Interview B – page 1 to 13 

Interview C – page 1 to 9 

Interview D – page 1 to 13 

Interview E – page 1 to 13 

Interview F – page 1 to 7 

Interview G – page 1 to 12 

 

The transcribed interviews are only included in the thesis copies submitted 

to advisor and examiner. 

 


