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AMPLIFA PROCUREMENT GLOSSARY

3PL: Third-party logistics for industry and
supply explained concisely
3PL (Third-Party Logistics) refers to the outsourcing of logistics services such as warehousing,

order picking and transport to a specialised external service provider. For buyers and supply chain

managers in DACH industry, 3PL is a key instrument for variabilising fixed costs and increasing

delivery flexibility. The term is often confused with 1PL, 2PL and 4PL – a clear differentiation brings

clarity for provider selection and contract design.

Key facts
• 3PL stands for Third-Party Logistics: an external service provider takes over operational logistics

services such as transport, warehousing and order picking.

• Typical services include transport management, warehouse operation, order picking, packing,

customs clearance and returns handling.

• Contracts are frequently structured with volume tiers, service levels and service level agreements

(SLAs).

• In practice, a distinction is made between 1PL (in-house logistics), 2PL (individual services), 3PL

(integrated outtasking services) and 4PL (a controlling entity without its own assets).

• Core KPIs are delivery performance (on-time in-full delivery), inventory accuracy and warehouse

throughput.

• 3PL directly affects the procurement process, as logistics providers are selected, negotiated with

and monitored like suppliers.

Definition: 3PL
Third-Party Logistics (3PL) describes the outsourcing of logistics tasks to an external service provider

who performs them under their own responsibility. The 3PL provider usually has its own warehouses,

fleet or networks and combines several services into a package.

Differentiation from 1PL, 2PL and 4PL

1PL means that the dispatching company performs the logistics itself. 2PL refers to pure individual

services such as carriers or freight forwarders without warehouse integration. 3PL takes over several

functions along the supply chain, often with IT integration into the customer's order management.

Finally, 4PL acts as a controlling entity without its own logistics assets and orchestrates several 3PL

providers. In practice the boundaries blur: many 3PL providers offer additional management services.

Service spectrum of a 3PL provider

The classic spectrum covers transport (road, air, sea, rail), warehousing including order picking,

assembly and packing, as well as value-added services such as labelling according to customer or

industry requirements. Customs and customs clearance services, returns management and simple

maintenance or inspection services are frequently added. For technical suppliers, catalogue
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management of packaging specifications and transport containers is also relevant. The scope is defined

in the specification document prior to provider selection.

Methods and approach for implementing 3PL
The implementation follows a structured procurement process: requirements assessment, schedule of

services, market enquiry, negotiation and contract award. Without clean requirements management,

disputes later arise over scope of services and remuneration.

Requirements assessment and specification

First, volume structures, warehouse peaks, article characteristics (volume, weight, hazardous goods,

temperature) and service requirements are collected. An inventory analysis provides data on turnover

frequencies and warehouse zone sizes. From this, a schedule of services with measurable requirements

is created, for example picking performance per hour or maximum processing time for emergency

orders. A structured deduplication check of article data prevents later errors in the warehouse system.

Provider selection and negotiation

The market enquiry typically takes place via a structured tender with a defined bid opening and

evaluation matrix. Price tiers, minimum quantities and volume caps are negotiated in usually one or two

rounds of negotiation. Clear rules on remuneration mechanisms in the event of volume fluctuations and

the calculation of one-off costs for system integration and relocation are important. Reference visits to

the provider's warehouse are standard practice.

Contract design and SLA

The contract defines service level agreements with measurable KPIs, escalation levels and contractual

penalties or bonus arrangements. Given the limited enforceability of high damages claims in logistics

practice, a limitation of liability is customary and should be deliberately calculated. Confidentiality

agreements protect know-how on warehouse layout, customer data and volume structures.

Transport-related Incoterms clauses such as DAP or Incoterms EXW define the point at which risk and

costs transfer – a point that is frequently underestimated in outsourcing.

Key KPIs and management of 3PL services
Without robust key figures, provider management remains subjective. Established KPIs make

performance comparable and form the basis for business reviews and price negotiations.

Delivery and service metrics

Core KPIs are on-time in-full delivery (OTIF), processing time from order receipt to dispatch,

order-picking error rate and damage rate in transport. In addition, returns processing times and invoice

variances are measured. Values should be anchored in the SLA with a measurement methodology,

since even the counting method (cut-off date versus dispatch date) carries potential for dispute.

Inventory and cost metrics

Inventory accuracy (in practice typically target values above 98 per cent), warehouse throughput and

capacity utilisation indicate operational efficiency. On the cost side, logistics costs as a percentage of

revenue and costs per pallet, consignment or tonne-kilometre serve as benchmarks. A zero-based

budgeting approach for logistics budgets can uncover hidden cost-volume effects when re-tendering.



Amplifa Marketplace · Procurement glossary amplifa-marketplace.com/en/glossary/3pl

Reporting and collaboration

Monthly reviews with joint KPI evaluation and quarterly operational steering committees have proven

effective. In the event of significant deviations, a defined escalation path comes into effect. A joint

continuous improvement programme (CIP) with quantified savings targets keeps the collaboration

performing and prevents the gradual deterioration of service levels.

Risks and controls when using 3PL
Outsourcing creates dependencies: the service provider becomes a critical node in the supply chain.

Risks must be systematically identified and controlled both contractually and operationally.

Supplier and dependency risks

A failure or decline in quality of the 3PL provider directly hits the company's own ability to deliver.

Logistics providers therefore belong in supplier risk management with credit monitoring, backup

concepts and defined alternative routes. A business continuity plan (BCP) regulates how goods are to

be delivered in the event of a failure of the provider's warehouse or IT system. A second source for

critical trade routes increases resilience.

Data, compliance and transparency

The 3PL provider gains access to customer, volume and article data. Confidentiality agreements,

defined data access rights and clear rules on data trusteeship at the end of the contract are mandatory.

Whistleblowing issues also affect the collaboration: companies should ensure that reports of compliance

violations in the supply chain can be made via their own whistleblowing system or that of the provider.

Sustainability data such as transport emissions for Scope 3 emissions reporting should be contractually

anchored as a delivery obligation.

Cost and performance risks

Typical pitfalls include additional charges for special services, unclear remuneration for idle or seasonal

capacity, and outdated pricing models as volumes grow. Countermeasures: detailed schedule of

services, fixed-price components for plannable services, an annual match-and-merge check of freight

invoices against order data, and the right to benchmarking. An obligation to accept defined minimum

quantities should only be entered into with a price discount and flexible volume bands.

Current developments around 3PL
The 3PL market is changing as a result of digitalisation, sustainability requirements and changed

resilience requirements. Buyers should take these trends into account in tenders and contracts.

Digitalisation and transparency

Track and trace, electronic consignment notes and interfaces to the provider's warehouse management

system have become standard. Artificial intelligence is increasingly being used in practice for disposition

forecasts and freight cost optimisation. Important for buyers: regulate data sovereignty and interface

formats contractually so as not to block a later change of provider.

Sustainability and CO2 transparency

Transport is an essential component of Scope 3 emissions. Providers increasingly offer emissions

reports per consignment and alternative drives. Reporting follows recognised frameworks such as the
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GRI Standards; which data the provider must deliver belongs in the schedule of services. Without

contractual anchoring, sustainability statements remain non-binding.

Resilience and regional networks

Supply chain disruptions in recent years have increased interest in diversified logistics structures.

Instead of a single large provider, some companies rely on modular sourcing: several specialised

providers per region or service. The company's procurement guidelines should define when

single-provider and when multi-provider structures are to be pursued – depending on criticality, volume

and switching costs.

Typical metrics
On-time in-full delivery (OTIF): > 98 %
Customary target value in the SLA; define the measurement methodology contractually

Inventory accuracy: > 98 %
Measured by cycle counting; the basis for trust in inventory data

Order-picking error rate: < 0.3 %
In practice, a typical guideline value for manual order picking

Logistics costs: 5–10 % of revenue
Industry-dependent guideline value; the trend matters more than the absolute figure

Practical example
A mid-sized mechanical engineering company with around 120 employees outsources its central

warehouse to a 3PL provider for the first time. After a comprehensive requirements assessment and

inventory analysis, the team draws up a detailed schedule of services with SLA values and launches a

structured tender. Two rounds of negotiations lead to tiered prices with annual volume adjustment

instead of fixed minimum quantities.

• Business continuity plan with a fallback warehouse and defined emergency ordering processes in

the event of a system failure

• Monthly KPI reporting covering OTIF, inventory accuracy and order-picking error rate, including

escalation levels

• Contractual obligation on the provider to submit semi-annual emissions reports for Scope 3 reporting

• Limitation of liability with capped liability amounts plus mandatory transport insurance per

consignment value

Conclusion
For industrial buyers, 3PL is not purely a procurement topic but a strategic area of supply chain design.

Success depends less on price than on a clean requirements assessment, measurable SLAs and active

supplier risk management. Those who secure themselves against dependencies through backup

concepts and contractual data sovereignty gain flexibility without loss of control. Current topics such as

emissions reports for Scope 3 reporting should be contractually anchored at an early stage. Those who

systematically address these points turn outsourcing from a cost-saving lever into a genuine competitive

advantage.
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Frequently asked questions

What does 3PL mean?

3PL stands for Third-Party Logistics and refers to the outsourcing of logistics services such as transport,

warehousing and order picking to an external service provider. The 3PL provider delivers several

integrated services under its own responsibility and typically has its own warehouses or networks. It is

distinguished from 1PL (in-house logistics), 2PL (individual services) and 4PL (a controlling entity

without assets).

What is the difference between 3PL and 4PL?

A 3PL provider performs logistics services itself, for example with its own warehouses and transport

equipment. A 4PL provider owns no logistics assets of its own, but instead controls and optimises

several 3PL providers as prime contractor. In practice, many 3PL providers offer additional management

services, so the boundaries are fluid.

What costs does a 3PL provider incur?

One-off costs for system integration and migration are common, as are ongoing remunerations via

storage and handling rates, transport costs and, where applicable, minimum revenue commitments.

Additional charges for special services are frequently added if these are not defined in the schedule of

services. A detailed requirements assessment and clear remuneration rules in the contract prevent

unexpected additional costs.

When is outsourcing to a 3PL provider worthwhile?

Outsourcing typically pays off with fluctuating or growing volumes, limited in-house warehouse capacity

and international trade routes with specialised requirements such as customs clearance. Companies

with stable, simple logistics and free internal capacity often operate more cost-effectively in-house. A

clean total cost of ownership analysis and an assessment of dependency risks are decisive.

Which KPIs are common in 3PL contracts?

Core KPIs are on-time in-full delivery (OTIF), inventory accuracy, order-picking error rate, processing

times and the damage rate in transport. In addition, logistics costs as a percentage of revenue and costs

per pallet or consignment are measured. It is important to contractually define the measurement

methodology of each KPI in the SLA in order to avoid disputes over the evaluation.

What are the risks of working with a 3PL provider?

The main risks are the provider's failure and quality risks, leakage of data and know-how, and hidden

additional charges. Countermeasures include supplier risk management with credit monitoring, a

business continuity plan, clear confidentiality agreements and detailed schedules of services. Provisions

on data access and data trusteeship at the end of the contract should also be included in the contract.


