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Ajay Chopra, CEO, DIESL and Guest Editor of this issue argues
why merit of outsourcing has not been adequately understood in
the Indian market and what is the way forward to respond to this
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GUEST EDITOR’S NOTE &

Must say, dealing with team Logistics Times for this edition in my capacity as Guest Editor has
been quite an experience. We met around the middle of the last month for a thread-bare editorial
discussion and in someway, it also turned out to be a learning experience for me in terms of
understanding how an edition is planned and executed. Among other things, the key responsibility
entrusted to me as the Guest Editor was to contribute the cover feature on a pertinent issue which
concerns the structured growth of logistics industry in the country. And after much deliberation,
we settled on the issue of outsourcing hiccups — an area which is littered with dilemma of
unprecedented nature blocking the way for the emergence of a more meaningful and productive
relationship between the end user industry and logistics service providers (LSPs). Needless to say,
it is hurting everybody and for my company, it has been a key drive to send a strong and convincing

"india message in last couple of years through our ‘Caprains of Logistics Industry’ conferences (this year
is a big
frontier

for us’

Outsourcing Dilemma
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we are doing it in association with CII Institute of Logistics) in all major centers in the country that
many of the existing perceptions are unfounded.
In terms of micro-analysis, the major problem related with outsourcing here vis-i-vis the
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robust models in the matured markets is the failure to recognise each other (end user industry
and LSPs) as strategic partners. Companies, by and large, are gripped with the fear of losing control over a set of processes which
could make or mar their fortune in the futuristic sense. And, therefore, the entire outsourcing approach is merely functional. “Friends
for all seasons” kind of maturity is yet to evolve which obviously entails better integration with LSPs even at the planning stage.
And so with the level of integration and engagement of L.SPs with their clients at a rudimentary stage, companies tend to outsource
only discrete segments of their supply chains to niche providers that specialize in activities like transportation and warehousing, There
still seems to be a strict no,no to outsource functions which are core to customer relationship linkages like Product Development and
Management, Retail Marketing Execution and In-store Inventory Management. Needless to say, this ultimately results in a colossal
missed opportunity for us and it has much wider economic implications than one could imagine.

The sum total of the existing trends in companies- I.SPs equation does not augur well especially in the context of a situation wherein
economic growth by and large remains fast-paced and the players in different domains are fuelled with the ambition to grow big,
Global examples clearly show that end-user industry and LSPs can have a more integrated relationship and work as partners in the
true sense of the term. The situation now calls for all stakeholders to put in their efforts to pave the way for a more harmonious
co-existence of the two parties in the domestic turf as well. That critical moment has certainly arrived to do away with erroneous
perceptions permanentally.

Hope you will enjoy reading this edition, as much as I did by contributing to it.

Ajay Chopra
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Outsourcing is a word and

Prime Reasons for Logistics Outsourcing

an activity that provokes
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self managed logistics, to break these

hottlenecks, and to maximize the value of

chain personnel are averse to the idea of logistics
outsourcing majorly due to lack of information
ahout the subject or the dilemma of losing control
over their company’s supply chain operations.

IPL customer relationships, DIESL has
partnered with CII to organize a series
“The

which 1s currently in

of multi city events Captains of

Logistics (COL)’,

its second vear. As a leading integrated

3PL service provider, DIESL has gained
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v The boundaries of Third Party Logistics Outsourcing are increasing...... albeit slowly efficiency improvements.
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In India, the level integration and
engagement of LSPs with their clients is
in-depth insight into the psyche of the  survival and future growth. One way very rudimentary. While 3PLs may provide
enterprise sector and on their concerns  of extending the logistics organization  a whole gamut of services including lead
regarding logistics outsourcing through  beyond the boundaries of the companyis logistics, international, intermodal and
the COL, which [ have attempted to through the use of a third party supplier, value added services; companies tend to
share with the readers here. or contract logistics services. This is a  outsource only discrete segments of their
catalyst for consolidation and growth  supply chains to niche providers that
Prime reasons for Logistics opportunities for organized LSPs. As  specialize in activities like transportation
Outsourcing more multi-national companies and LSPs  or warehousing. A single company may
Indian companies onanaverageoutsource  are increasing their scale of operations  use numerous 3PLs depending on how
approximately 52% of their overall in India, there is a rising demand for large and complex its supply chain is.
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In the face of increasingly

intensified competition in the

emerging global economy,

companies look for global suppliers and

shift to off-shore manufacturing  for

Presently, functions which are core to customer
relationship linkages like product development and
management, retail marketing execution and in-

cheaper labour pool, making logistics

management more complex. In such
situations, outsourcing single segments

to different providers does not really

improve
and companies may

with providers who can link
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their operational efficiencies
want to partner

their

store inventory management are not outsourced.




