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A study on the activation plan of domestic franchise companies third party logistics
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Abstract

Modern enterprises should concentrate their efforts on continuous
improvements in focusing their development in the core areas of
business and to reduce their expenses and to enhance the quality of
service for customers. The enterprises should focus on their core
business while outsourcing the non-core areas of business to external
specialists for the purpose of reducing cost. In South Korea, the
enterprises are becoming increasingly interested in outsourcing their
logistics function, especially in using IT technologies to the 3PL.

The underlying reason for this trend is because the logistics costs
of Korean businesses are much higher than that of other advanced
countries.

This higher logistic costs weakens the price competitiveness of
Korean companies in the overseas export markets and even
dampening the balance of international trade. Domestically, the higher
logistics costs have the effect of raising prices in the local markets
and thus affecting the local economy. Therefore a solution is urgently
needed to save the logistics costs for the Korean companies in the
interest of increasing national competitiveness.

Outsourcing to the 3PL is becoming an attraction solution to this
problem. Thanks to the increasing supply of professional logistics
companies, many of the enterprises are switching to the Third Party
Logistics. Nevertheless the enterprises do not yet utilize the integrated
third-party logistics services on a full scale. This study analyzes
present conditions and problems of the domestic third-party logistics
market and suggests directions for future development. To solve the
problems in the domestic third-party logistics market, four actions are
recommended. First there should be new supporting policies in the
laws and regulations and a system for small and medium sized
companies to grow. Solutions to structural problems such as abnormal
multilevel merchandising, illegal operation of private cars, and freight
dumping should be implemented concurrently. Furthermore, standards
for new companies entry into the market should be enhanced to
allow only the competitive distribution companies to enter the market.
Second, development of variety of educational programs is needed
through  establishing  human-resource  development system and
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specialized formal educational institution focused on this market.
Third, the third party distribution companies, which seek long-term
relationships with the owners of goods, should endeavor to strengthen
their communications capability. Fourth, adoption of high-tech
distribution system and the advent of U-Logistics, making use of
RFID is urgent.

This study has the limitation of objectivity because it does not
include various comparative case studies about companies relating to
the Third Party Logistics and domestic franchise companies. However,
this study is significant to the extent that it analyzes the general
present conditions and the problems of domestic Third Party Logistics
and suggests recommendations for revitalization of Third Party
Logistics.

For future studies, analyzing the successful cases of international
third party logistics companies’ empirical data and studying the
application into domestic franchise companies would improve the
objectivity of the results. This would assist the domestic third party
logistics companies not only to perform excellent domestic logistics
function but also to enter into the global market for international
logistics.

Keywords : 3PL, Franchise, logistics outsourcing, u-Logistics, The
case study of BON IF
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