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At the beginning of 2009, KPMG
Tanácsadó Kft. (hereafter KPMG)
conducted a survey on the status of
logistics outsourcing in Hungary.
The survey was a continuation of
research completed in 2003, updating
the topics and issues covered.

In our survey we have queried
companies outsourcing and providing
logistics services on the following:

• objectives of logistics outsourcing

• criteria for selection of a logistics
service provider

• difficulties and obstacles of the
actual outsourcing activities

• critical success factors

• advantages gained through
outsourcing.

Wherever possible, we have compared
the results of the 2009 Hungarian
survey to the results of the 2003 survey,
and to a KPMG survey on Western
Europe, as well as to data from various
international research sources, to
provide a basis for analysis of the
Hungarian outsourcing market.

Our latest survey initiative has achieved
a 35% response ratio, underlining the
importance of, and current interest in,
the topic.

Main conclusions of the study include:

The objectives of logistics outsourcing,
and its position in Hungary

• The key strategic objectives of
logistics outsourcing are “Cost
savings”, “Additional flexibility”,
“Improved service levels”, and
“Focus on core business”.

• The most frequently outsourced
activities are “Domestic
transportation” and “International
transportation” (84% and 81%),
“Warehousing” (69%), “Domestic
forwarding” (69%) and “Inwards
clearance/Outwards clearance”
(63%). The degree of outsourcing of
these services practically corresponds
with the international average.

• No major outsourcing wave can be
expected in the future, because most
companies have restructured their
operations in the previous years and
these days they purchase the
logistics services required for their
operations from the market instead
of managing them in house.

• The strategic importance of logistics
outsourcing has also increased
significantly in the past few years.
At present, 38% of the survey
respondents outsourcing their
logistics activities do not believe they
could achieve their business objectives
without outsourcing. In 2003, only
18% of them thought the same.

• A supply market has developed in
logistics services. Fifty-seven per cent
of companies that outsource their
activities think that many logistics

companies offer high-quality services
and there is already competition in
supply. In 2003, 38% of outsourcing
companies shared this opinion.

Selection of the logistics service
provider, contracting

• Contracting companies and logistics
service providers share the same
ideas on client expectations from an
outsourcing partner. The three most
important criteria are “Reliability”,
“Efficient and responsive to
customer requests” and “High level
of customer service”.

• In 2009, “Offered level of service”
(72%) was the most important
aspect in the selection of a logistics
service provider. Compared to 2003,
this represents a major shift towards
quality, as in 2003 the primary
requirement was “Low cost/price”.

• Current outsourcing agreements
tend to be agreements for a definite
term. Since 2003, the number of
fixed-term contracts has increased
from 50% to 58%. Simultaneously,
the term of the contracts is gradually
becoming shorter and has reduced
from an average 3.4 years to 2.4
years since 2003.

• Eighty-one per cent of the
contracts also contain service
level agreements (“SLA”).

• The most frequently applied
sanctions encouraging the
achievement of service levels are
“Penalties” (61%) and “Termination
of the contract” (58%). The “Refund
or credit of the service fee” (23%)
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is the third most frequently applied
penalisation method, although its
scope of use has reduced
somewhat, as may not have proved
effective enough as sanctioning tool.

• The two most widely-used methods
of settlement between service
providers and clients are “Pricing
based on activity-based costing”
(97%), and the “Open book” (17%).

Operational features

• In terms of geographic coverage,
currently logistics outsourcing
contracts are mainly “Hungary based”
(41% of the responses). On the other
hand, the ratio of co-operation limited
only to Hungary is gradually
decreasing (it was still 66% in 2003),
and outsourcing enterprises expect it
to drop to 33% in three years’ time.

• On the other hand “Regional”
(covering Central and Eastern Europe
or partly CEE), “Pan-European” and
“Global” co-operation are increasing.
Currently, such contracts represent
59% and, according to projections,
they will represent two-thirds of
outsourcing contracts in the future.

• The logistics services of participating
companies are performed by one (13%)
or two (13%) outsourcing partners and
of those surveyed 26% each have 3–5
partners, or 6-10 partners. Twenty-two
per cent of them operate with more
than 10 logistics service providers.
These ratios show some distortion
compared to the 2003 survey, in
which one-third of survey participants
had one logistics outsourcing partner. 

• Thirty-nine per cent of survey
participants spent between HUF 250
million and 1 billion on outsourcing
activities per year.

• In companies where outsourcing
took place with the transfer of staff, on
average 39 employees were transferred.

• The performance of outsourcing
partners is most frequently measured
with the following indicators: “On-time
delivery” (87%), “Damages” (70%),
“Arrival or pickup timeliness” (63%),
“Transportation costs” (60%),
“Warehousing costs” (50%), “Volume
fill rate” (50%), “Order fill rate” (50%).

• Regarding “Volume fill rate” and
“Order fill rate”, service levels achieved
by logistics service providers were
higher, while in the case of the ratio
of “On-time delivery” it was lower
than clients’ expectations.

• Companies outsourcing their
activities considered inadequate
performance of a logistics service
provider the biggest risk in the supply
chain. Bankruptcy and theft were also
considered significant risks.

Advantages of outsourcing,
fulfilment of expectations

• The achievement of the four most
important strategic objectives of
those outsourcing was higher than
80%. Similarly, logistics objectives
were also achieved on average at
more than 80% of survey participants.

• Most expectations related to
outsourcing partners were achieved,
reflecting the customer orientation of
the majority of logistics service
providers. On average, 89% of the
five major expectations towards
partners was achieved.

• Fifty-five per cent of participating
enterprises managed to cut their
costs through outsourcing, and only
10% had higher expenditure (other

respondents did not know or did not
measure their costs). The average
costs saving ratio was 12.2%.

• The majority of quality indicators,
such as the “On-time delivery” and
the “Order fill rate” have also
improved on average by 9-13%.

• Fifty-five per cent of outsourcing
companies thought that management
and control efforts of logistics activities
also decreased after outsourcing.

• Seventy five per cent of those
outsourcing were satisfied with the
results. Occasionally, some outsourced
activities were also insourced, although
this was not a frequent practice.

• Logistics outsourcing appeared to be
a durable tendency: those who have
made a decision to outsource
logistics services are not likely to
insource the same activities.

• Apart from the growth of companies
rendering outsourcing services, no
major growth can be expected on
this market. The reason behind this is
that most companies have already
restructured their operations in recent
years and nowadays they are purchasing
the logistics services required for their
operations on the marketplace instead
of performing them in house.

For further information about
the survey please contact:

Mark Bownas, Partner
Dr. Károly Teleki, Research Director
László Reich, Analyst

KPMG Tanácsadó Kft.

1139 Budapest, Váci út 99.
Tel: (1) 887 71 00
Fax: (1) 887 7392
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2.1 Outsourcing

According to a generally-accepted
definition, outsourcing is the process by
which a company contracts out an
activity it has traditionally performed to
another company specialised in that
activity.

According to its classic meaning,
outsourcing also involves the transfer
of staff and assets, although it is
different from a simple sale and
purchase transaction because it also
involves a contract, pursuant to which
the party outsourcing its resources uses
the services of the transferee.
It is absolutely important for the
outsourcing company to have sufficient
control over its outsourced activities
and the service provider, and therefore
the main criteria of co-operation are
generally laid down in a service level
agreement (SLA).

These enterprises intend to achieve a
particular business objective through
outsourcing, which can vary according
to the company in question: e.g.,
reduction of operating expenses,
service-level improvement, focusing
on a core activity, redundancies,
greater flexibility, etc.

Most companies outsource their
back-office functions, such as, e.g.,
accounting, payroll accounting, IT,
maintenance, office and facility
management as well as logistics.

2.2 Insourcing, co-sourcing,
nearshoring, offshoring

Insourcing (a reversal of outsourcing,
reclaiming the activity) is a process
contrary to outsourcing, whereby a
company takes back a previously
outsourced activity and integrates it
into its own organisational structure.
An activity is generally insourced when
the enterprise is dissatisfied with the
outsourcing results and returns to its
previous operational model. In a broader
context, insourcing also means that a
company does not take back an activity
outsourced earlier but creates
competencies internally for the
performance of a new activity (e.g.,
establishment of a forwarding group).

In American business terminology,

insourcing has another meaning as well, that

foreign-owned companies establish facilities

and create jobs in the United States

(e.g., the Japanese Honda Motor Company

established Honda North America Inc. and its

production plants). But this is not applicable

in the Hungarian context. 

If a company uses both internal and
external resources to perform a certain
activity (e.g., certain parts of software
development have been outsourced,
but certain development is also
performed in house), the process is
called co-sourcing. An example of co-
sourcing is when a company has its own
internal audit unit but employs an external
service provider for various internal audit
tasks (e.g., project audit, site audit). 

Parallel to the globalisation of a business
operation, more and more companies

have begun to purchase outsourced
activities in countries with lower wages
(e.g., purchasing of call centre services
from Indian service providers).
This type of outsourcing is called
offshore outsourcing, offsourcing or
offshoring. If these services are
purchased from a country that is closer
geographically, then the process is
described as a nearshore outsourcing
(also ‘nearshoring’ or ‘nearsourcing’).
(For example, if a British company
outsourced its accounting services
to Ireland or the Isle of Man, it is
considered nearsourcing, but if the
same service is outsourced to India,
then it is offsourcing).

2.3 Logistics outsourcing

Some assert that the history of logistics
and outsourcing goes back to biblical
times. In his book Warehousing
Profitability, Ken Ackerman considers
Joseph the first logistics entrepreneur
who, having interpreted the Pharaoh’s
dream, stored the products of the seven
abundant years into warehouses
and granaries he built, and then
re-distributed them again in the seven
lean years.

In Europe, the first commercial
warehouses were built in Venice in the
Middle Ages, in the 14th century.
Traders originating from Europe and the
Near East used these warehouses as
collection and distribution points.

Although some famous logistics service
providers’ history may delve back into
the early Middle Ages (e.g., Gebrüder
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Executive Summary

Weiss goes back to 1330), the
majority of internationally renowned
transportation, forwarding and logistics
companies began their operations in the
19th century: Danzas in 1815, P&O in
1837, Schenker in 1872, and Birkart in
1877; and in the 1920-30s: Rynart in
1928, Liegl & Dachser in 1929, Giraud in
1934, and Schneider in 1935.
Most of these companies dealt
with transportation, forwarding, postal
and courier, or even navigation.

Following World War II, other renowned
transportation and forwarding companies
were founded, e.g. TNT in 1946, Delacher
in 1947, and Tibbet & Britten in 1958,
but they also operated similarly to their
predecessors, specialising in specific
fields and maintaining a mainly short-term
transaction-type relationship with
customers.

Until the 1950s, most production
companies also performed logistics
functions (apart from international
forwarding, transportation and
navigation), leaving very little room
for traditional logistics enterprises
to provide complex logistics services.

From the 1950s and 60s, production
companies began contracting external
service providers for freight
transportation and warehousing, but
most of these contracts still involved
short-term transactions.

In the 1970s, production companies
began to intensively focus on cost
cutting, productivity increases
and generally higher efficiency.
Consequently, longer-term contracts
emerged between logistics companies
and their clients primarily in
warehousing. Some service
providers specialised in contract-
based warehousing in the US.

They consolidated volumes and
made operations more efficient.

From the 80s, logistics companies
extended their services by expanding
their portfolio with more and more
value-adding services (e.g., packaging,
kitting, labelling, inventory
management, and system support).
Socio-economic conditions for
multimodal solutions began to develop
in more advanced countries, opening
the way to longer-term strategic-type
co-operation.

In addition, intensive capital
concentration amassed in the 1980s,
triggering a number of acquisitions and
mergers, which had never been
experienced before. As a result of
these, several companies had more
warehouses, distribution centres and
facilities than they needed.

It seemed a natural option for these
companies to get rid of such
superfluous real estate properties and
employees through classic outsourcing
(involving the transfer of assets and
staff), thus opening possibilities for the
growth of logistics companies based
on longer-term predictable outsourcing
contracts.

The fashionable management theories
of the 1990s (such as “streamlining” or
“concentration on the core activity”),
and further pressure on cost cutting and
efficiency increases at enterprises led to
the spread of outsourcing and business
models in which logistics was an
outsourced function from the start.

The managers of large production
companies also overcame their
hesitation to outsource logistics
services to companies that also provide
services for their competitors. This latter

process facilitated consolidation, based
on which logistics companies could
significantly improve their efficiency. 

After the turn of the century, more and
more multinational companies set a
requirement for global operation, not
only for their suppliers but also for
logistics service providers. This put
huge pressure on logistics companies
generally operating in a particular
country, region or a language area to
expand geographically. Most of these
efforts could be achieved only through
acquisitions and mergers, which led to
intensive concentration on the logistics
market. For example, since 2000
Deutsche Post has gradually integrated
DHL, Danzas, Airborne Express, and
Exel (which had acquired Tibbet and
Britten not long before), thus creating the
world’s largest logistics service provider.

Similar concentration also took place on
the Hungarian market with the merger of
international logistics companies and the
acquisition of Hungarian service
providers, e.g. Volán Tefu,
Hungarocamion, Transcamion, Révész
Eurotrans, DeltaSped and RoyalSped
were all integrated into the Waberer’s
group, and Waberer’s Holding also
acquired participation in BILK and
Szabadkikötő.
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2.4 3PL/4PL

The 3PL (Third Party Logistics) provider
term has been generally used since
the early- to mid-1990s for companies
that offer more complex and diversified
services (e.g. warehousing and
commissioning, inventory management,
distribution, re-packaging, kitting)
mostly in the form of long-term
partnerships besides the traditional
warehousing and transportation services.

These logistics service providers have
often joined the traditional customer-
supplier relationship as third parties,
making it possible and calling for the
re-interpretation of the customer-
supplier relationship and the
development of new processes, as well
as integrating 3PL service providers.

The term 4PL (Fourth Party Logistics)
originates from Accenture (formerly
Andersen Consulting), who used the
term in a study made in 1996 and
protected it as a trademark. By that
time, Supply Chain Management
theories had become generally well
known and fashionable. According to
these theories “not individual
companies, but the supply chains
compete with each other” and “the
highest efficiency and cost reduction
can be achieved if processes are
optimised along the entire supply chain”. 

4PL service providers act as supply
chain co-ordinators and integrators,
planning, managing and controlling
supply chain processes using the
resources and capacities of their own
companies and of others operating in
the supply chain. 4PL service providers
must have experience, know-how
and IT support that facilitate this
integrator function.

As in this business model participants in
the supply chain depend on each other
and their 4PL service provider a great
deal; a long-term partnership between
the key players in the chain (producers,
customers) and the 3PL companies
performing the logistics functions is
essential. Although 4PL companies can
in theory also be virtual companies
without any physical assets, in practice
predominantly 3PL service providers
position themselves as supply chain
integrators.

Just as both 3PL and 4PL terms have
been established in technical literature,
subsequently definitions were also
created for 1PL and 2PL.

According to the definitions, 1PL (First
Party Logistics) is a business model in
which a manufacturer performs logistics
functions itself, using its own assets.

2PL (Second Party Logistics) represents
a structure in which certain basic
logistics functions (warehousing,
transportation) are performed by
logistics service providers, but the
complexity of these transactions is
lower than in 3PL, and there is no
partnership with the service provider.

Opinions vary on the existence of a 5PL

business model as well as its definition.
It is a fact that the expression appeared
around the turn of the century, when
the e-Business wave was peaking.
Some logistics service providers, who
apparently offered e-Business solutions
to their clients (for the purpose of
distinguishing themselves from
competitors and under the influence of
an e-Business euphoria), began to
describe themselves as 5PL. However,
other publications define operators of
logistics electronic marketplaces (e-
marketplace) as 5PL, because they
consider this business model a new
stage in the evolution of PL. 

Given that the 4PL model has not
spread that widely it is likely too early to
use the 5PL term, and it will not be used
for our purposes in this document. 
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The external service provider manages and 

controls supply chain processes as a supply 

chain integrator.

External service providers perform complex 

logistics functions in a partnership or in an 

outsourcing contract.

Certain basic logistics functions are performed 

by external service providers as transactions.

Logistics functions are performed in house, 

using a company’s own assets.
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Figure 1: Development of logistics service providers

Source: KPMG survey (2009)



We conducted our survey among
Hungarian logistics service providers
and manufacturing and trading
companies (shippers) that use or may
use logistics services in their operations.

The questionnaire used in the survey
was prepared by KPMG professionals,
relying on and updating the questions
used in the previous survey. The
questionnaires contain 35 questions for
logistics service providers and 52
qualitative and quantitative questions
for shippers. Certain questions are
included in both questionnaires for
specific purposes, in order to highlight
the divergent opinions of participant
service providers and shippers, and
supporting the analysis of related issues.

The questions addressed to shippers

and logistics service providers

covered the following topics:

• Purposes of logistics outsourcing,
most frequently outsourced activities

• Criteria for selection of logistics
service providers

• Contracting details (elaboration,
term, service level agreement, pricing)

• Operational features (term,
geographic scope, complexity,
performance measurement, number
of partner relationships)

• Difficulties, success factors,
obstacles, business risks

• Advantages received and
achievement of expectations.

In addition to the above, we queried
service providers on the following topics:

• Operational data (financial data,
number of employees and
subcontractors, existence and types
of qualifications)

• Services (services provided,
geographic scope, industrial
specialisation, company strengths)

• Asset base of operation
(warehouses, fleet, IT applications).

The questionnaires were sent out to
logistics and to high level management
at participating enterprises in Q1 2009.
Most enterprises responded to the
questions individually, yet our advisors
were available for consultations by
phone with respondents regarding
interpretation of the questions.
A few survey participants took
advantage of this.

KPMG has not verified data provided
by participants in the survey but during
evaluation of the results we followed
up with specific questions to answers
that diverged significantly from the
average or that did not appear within
reason. Through this we believe we
have managed to significantly reduce
the potential ratio of erroneous
responses.

Our results comprise averages
calculated from submitted results,
so respondents’ individual data is not
available in this publication in
accordance with maintaining their
confidentiality. 

Our survey targeted 154 enterprises
directly, of which 58 were logistics
service providers. In total, 54
companies (33 shippers and 21 service
providers) participated in the research, a
35% response ratio which highlights the
current importance of the topic.
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Logistics outsourcing is planned and
implemented through the following
closely related steps:

a. Development of a corporate strategy
and definition of strategic objectives

b. Breakdown of the strategic
objectives to logistics objectives

c. Identification of the activities to be
outsourced

d. Identification of the criteria for
service provider selection

e. Selection of the service provider

f. Contracting (Outsourcing and
Service Level Agreement)

g. Planning of the operation
and IT support

h. Implementation

i. Operation

j. Performance measurement
and feedback

In order to provide orientation to those
companies outsourcing their logistics
processes during the planning and
implementation of the above steps, we
queried shippers on the following topics:

• Objectives for logistics outsourcing
and the most frequently outsourced
activities

• Selection criteria for a logistics
service provider

• Features of outsourcing
contracts

• Specifics of logistics outsourcing
operations

• Critical success factors, risks and
obstacles in the implementation of
outsourcing

• Advantages of outsourcing.

Wherever possible, we have compared
the results to responses from the
logistics service providers, the results of
our earlier survey and data from similar
surveys on outsourcing.

4.1 Outsourcing objectives,
outsourced activities

4.1.1 Purpose of outsourcing 

In the first part of our survey, we
intended to identify the strategic
and logistics objectives of companies
outsourcing their logistics functions.

Among the strategic objectives,
respondents identified “Cost cutting”,
“Additional flexibility”, “Improved service
levels”, and “Focus on core business” as
their most important objectives. 

These same objectives were also the
top four objectives in the 2003 survey,
but it is an important change that in
recent years “Cost cutting” has
became the number one priority,
while the former top priority, i.e.
“Concentration on the core activity”
dropped to fourth place. This is likely
because there has been a lot of cost

cutting pressure on companies in
recent years, which only increased in
the autumn of 2008 in relation to the
credit crunch.

The objectives of the Hungarian
outsourcing market appear to be in
accordance with the international
market, as in numerous international
logistics outsourcing surveys cost
cutting, improved service levels,
additional flexibility and focus on core
business are typically identified as the
top priorities.

Among logistics objectives, cost cutting
is also included among the top five
priorities in line with strategic
objectives. “Reduction in transportation
costs” is in first place, but the other four
logistics goals are quality criteria:
“Improved order accuracy”, “Improved
on-time delivery”, “Lead time reduction”,
and “Additional flexibility”. These are fully
in line with the results of a KPMG
survey conducted in Western Europe
[1], as the five most important logistics
objectives proved to be the same.

4.1.2 Outsourced activities

Based on the 2009 survey the top five
outsourced activities were “Domestic
transportation” and “International
transportation” (84% and 81%),
“Warehousing” (69%), “Domestic
forwarding” (69%), “Inwards
clearance/Outwards clearance”
(63%). In addition, more than 50% of
participating enterprises outsourced
“International forwarding”, “Value-added
services” (e.g., packaging, labelling,
bar coding, kitting) and “Domestic
distribution” activities.
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Comparison of 2009 data with the
results from the 2003 survey clearly
indicates that in recent years companies
outsourced most of their transportation
and forwarding activities, either in part
or in full. As one solution, numerous
companies have formed their own
transportation companies (various Trans
and Sped Kft-s), or simply terminated
their internal transportation department
and purchased the services from the
transportation market, which had
excess capacity. This process has only
been strengthened by the development
of rather fierce price competition on the
liberalised transportation market, which
only intensified when Slovak, Polish,
and Ukrainian transporters, often
operating semi-legally, appeared on the
Hungarian market.

There have been no major changes
in the outsourcing of warehousing,
customs administration and domestic
distribution in recent years, as these
services were already being intensively
outsourced in 2003 (at 55-65%).
In addition, whenever enterprises’

business models made it possible or
called for the outsourcing of such
activities (e.g., FMCG companies), 

they were most times outsourced
at the end of the 1990s. 

On the other hand, in the last six years
no progress has been made in the
application of logistics planning and
supply change management functions
by companies as outsourcing services,
so the 4PL model is practically non
existent in Hungary. This finding is also
in line with data from our former survey
(2003), when none of the companies
indicated that they would outsource
such functions in the near future.

Comparing the outsourcing ratios of
various logistics activities in Hungary
and internationally, we can conclude
that the degree of outsourcing in
Hungary is practically the same as the
global average in basic logistics services
(e.g., domestic transportation,
international transportation,
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warehousing, inwards/outwards
clearance), and it is even 17% higher in
forwarding. Comparing present survey
data to European numbers, nearly 90%
of European enterprises outsourced
domestic and international
transportation, which is approximately
8% higher than the Hungarian average.
The Hungarian figures correspond with
the European data in warehousing
(around 70%), while in customs
clearance and forwarding the degree
of outsourcing in Hungary are 7% and
25% higher, respectively, than the
European averages. Hungary’s
outsourcing indicators appear to
correspond with global trends in the last
six years. 

Shippers outsourcing their logistics
functions were also queried about their
intentions to outsource logistics activities
in the future. Based on their responses it
seems that companies do not wish to
outsource new logistics activities as they
have already restructured their
operations and nowadays purchase the
logistics services required for their
operations on the marketplace instead of
performing them in house. (In the 2003
survey, companies projected a 5-8%
increase in three years’ time for almost
all logistics activities.) 

There are two areas where survey
participants indicate a potential small
increase in outsourcing. In domestic
transportation Hungary should reach the
European level of outsourcing within the
next three years, with a similar trend
likely for value-added services.

Logistics service providers also see a
similar future, as they do not expect
either to provide new logistics services
to their clients in the next three years
other than those included in their
current service portfolios. 

Survey participants (including
multinationals) appear satisfied with the
current degree of outsourcing and do
not wish to outsource other logistics
activities, yet intend to keep Supply
Chain planning and co-ordination
functions as in-house activities.

4.1.3 Insourced activities

Insourcing as an option or practice did
not appear in the 2003 survey and no
survey participants reported utilising it
for any logistics activity, nor had any
such intention. Obviously, as
outsourcing spreads as a practice,
opportunities for insourcing are likely to
develop. In our survey, 11% of
enterprises reported the insourcing of
some activities.

Insourced activities included
warehousing, certain production-type
value-added services and freight
transportation by rail. Respondents
identified the lower cost of performing
the activity within the company and
better control over expenditures as the
main reasons for insourcing. 

Although insourcing has appeared in
Hungarian business practices as a
genuine option, no major insourcing
wave is to be expected in the future.

4.1.4 Importance of logistics

outsourcing

The majority of respondents (76%)
recognised and were positive about the
importance of logistics outsourcing and
the opportunities involved with it,
although 48% of respondents thought
that “Clear competitive advantages
originating from it have not yet been
widely realised”. On the other hand,
38% of participants in the survey
thought that “Company objectives
simply cannot be achieved without
logistics outsourcing”.

No respondents indicated that outsourcing
“Did not have any impact on our business”,
although according to 14% of them
outsourcing is “A useful topic, but in fact it
does not deliver competitive advantage”.

However, comparing the responses
to the results of the 2003 survey, a
considerable change can be observed
regarding the importance of
outsourcing. While in 2003 19%
of respondents said that business
objectives could not be achieved
without outsourcing, in 2009 twice as
many respondents – 38% – thought the
same, yet fewer respondents believe
that the competitive advantages arising
from outsourcing have not yet been
widely realised by companies.

There was no change in the number of
respondents viewing the importance of
outsourcing more sceptically (i.e. “it
does not deliver competitive
advantage”), as 14% of respondents
held this opinion in both surveys.
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We can conclude that the importance of
outsourcing for business has been
much more recognised in the recent
past, although a few enterprises
outsourcing their activities still contend
that outsourcing as a tool does not
provide any competitive advantage.

4.2 Selection criteria for
logistics service providers 

4.2.1 Client expectations,

selection criteria

It seems that both contractors and
logistics service providers share the
same views on clients’ expectations
from an outsourcing partner.
According to both groups, the three
most important criteria are “Reliability”,
“Efficient and responsive to customer
requests”, i.e. “Flexibility”, and
“High level of customer service”.

These comprise fundamental
expectations in logistics, although any
indicator can generally be improved
only at the cost of another parameter
(trade-off). Consequently, a compromise
needs to be found between the
expected target values. (For example,
if your enterprise requires a very high
level of service, it can usually be
achieved at the cost of reliability and
flexibility). Naturally, the improvement
of any of the three quality targets
involves costs. 

It is not surprising, then, that the
three greatest expectations put
service providers into a rather difficult
situation.

On average, companies requested
offers from five logistics firms (answers
ranged from 3 to 10) when selecting
their service provider. In 2003, the
average number was seven. This figure
decreased because concentration has
begun on the logistics services market,
and therefore there are fewer potential
partners.

To the question “What were your major
reasons for choosing your current
outsourcing partner?”, most
respondents replied “Offered level of
service” (72%), “Value for money (56%)
and the “Low cost/price” (56%) as the
most important factors.

Compared to 2003, there appears to be
a clear shift towards quality, as
previously low price was the primary
consideration.

The trend has changed due to the
strong price competition in recent
years, prices have been rather
depressed on the logistics market,
and some logistics service providers
offering services below the market
price faced serious operational
problems (e.g., weak performance,
weak and non-motivated staff, thefts,
bankruptcies). These factors
generated business risks and often
actual losses for their clients which,
in some cases, exceeded even the
cost advantage of the low price.
Consequently, companies began
to look for logistics enterprises
providing good services consistently
and a history of good working
relations took higher priority, as they
mitigated risks.

4.2.2 Assessing the logistics

service providers’ market

The majority thought that “Many
service providers offer high-quality
services and there is supply
competition” (57% of respondents).
However, according to 25% of clients,
“There is no real supply competition“
as the available quality varies and
fluctuates, and 11% thought that
“There is neither real market offering
nor competition”. (Seven per cent of
respondents did not have enough
information for evaluating the market.)

On the other hand, it is an important
change since the 2003 survey that the
ratio of respondents who think that
“Many service providers offer high-
quality services and there is supply
competition” increased from 38% to
57%. This is clear recognition of the
logistics trade despite the fact that
numerous logistics providers
experienced hiccups for shorter or
longer periods in the last 5-6 years (e.g.,
temporary confusion after mergers,
operating problems following the
acquisition of a major client, or liquidity
issues).

4.3 Contracting

4.3.1 Drafting of contracts

With regard to outsourcing contracts,
first we checked whether or not
companies had a detailed written policy
or procedures for drafting outsourcing
agreements.

Fifty-eight percent of them have written
principles and processes for preparing
contracts. On the other hand, 42% of
respondents rely only on the practice
and experience of management.
Without doubting the expertise of
managers at the companies included in
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the survey, we can generally conclude
that the undocumented processes and
policies, “existing only in people’s
heads” are often not integrated or
detailed enough, do not cover all
aspects and in many cases various
expectations and evaluations from
members of a management team can
also cause problems.

On the other hand, some progress can
also be observed in this area: in 2003,
only one-third of survey respondents
had a written outsourcing policy and
procedures.

To the question “To what extent is the
agreement on partner co-operation
formalised?”, 88% of enterprises replied
that contractual obligations were stated
in formal written agreements, while
co-operation is regulated in gentlemen’s
agreements in 9% of cases and there
are no contracts in 3% of such instances.

Similar proportions apply also to service
providers, as 85% of cases are covered
by a formal contract, 10% operate on
the basis of a “gentlemen’s agreement”,
generally temporary agreement (e.g.,
the outsourcing agreement signed two
years ago has expired, the client intends
to renew the agreement with the
logistics service provider, but
deliberations take a long time and the
transitional, legally uncertain period is
covered by a gentlemen’s agreement
type of arrangement). There is no
contract for 5% of cases.

4.3.2 Service-level agreements

and sanctions

The contracts of 81% of respondents
contain detailed provisions on service
level requirements. Well elaborated and
accurately defined and reasonable
service level values create the basis of a
fair partnership between the client and

the logistics service provider. The
service level agreement (SLA) has
become a tangible practice in Hungarian
logistics outsourcing. 

Earlier some clients set unreasonable and

impossible “service level” requirements for

their service providers (as they did not have

enough experience). It often occurred

because prior to outsourcing the client did

not or was not able to measure certain key

performance indicators (KPIs), or did not

have a reasonable understanding of the

options available in Hungary. As clients

gained a better understanding of the service

levels that are available in Hungary, the

number of unreasonable requests has also

decreased.

Ninety per cent of clients think that their
outsourcing contracts contain
provisions for sanctions when a logistics
service provider did not satisfy the
conditions stated in a service level
agreement.

The most frequently applied sanctions
are “Penalties” (61%) and the
“Termination of contract” (58%).
According to the 2003 survey, these
were the two most frequent sanctions.
“Refund of the service fee” is the third
most frequently applied type of penalty,
used by 23% of the companies,
although its importance has recently
been decreasing. Most probably, this is
because the deficient performance of a
service provider results in greater
damage to clients than a repaid service
fee, therefore it is not an effective
sanction. “Compensation” (16%) and
the “Denial of the success fee” (19%)
are relatively less used, although their
importance has increased (primarily at
the expense of the fee refund). Clients
generally apply several sanctions (or
from a different aspect, incentives) to
service providers who do not perform
according to requirements (in addition

to a penalty and termination of an
agreement, they also apply further
sanctions).

4.3.3 Term of agreements

Forty-two per cent of logistics service
providers enter into service contracts
with their clients for an indefinite term.
The agreements of service providers
preferring definite-term contracts range
from 1-5 years, while the average term
of a contract is 2.4 years.

Since 2003, we have found that there
has been a shift towards agreements
for a definite term and that the number
of fixed-term contracts has increased
from the previous 50% to 58%.
Simultaneously, the term of these
agreements has shrunk significantly,
as on average it was 3.4 years in 2003,
and is 2.4 years in our latest survey.

Clients’ responses are consistent with
responses from service providers –
fixed-term contracts are established for
1–5 years, while the average term of
contracts is 2.3 years.

4.3.4 Pricing

Clients and logistics service providers
may apply various types of pricing and
settlements, or a combination thereof.

The two most widely used methods
for settlement between the service
provider and the client are “Pricing
based on activity-based costing”
and the “Open book”. In Hungary,
“Pricing based on activity-based
costing” is applied by 97%, and the
“Open book” settlement is used by
17% of respondents. The other three
pricing methods can also be found
occasionally. There has been no
relevant change in the frequency
of use of the various categories
since 2003.
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4.4.2 Number of outsourcing partners, length of relationship

The number of outsourcing partners of participants in the survey varies widely
(1–50). There are three fundamental categories:

The logistics services of participating companies are performed by one (13%) or
two (13%) outsourcing partners and of those surveyed 26% each have 3–5 partners,
or 6-10 partners. Twenty-two per cent of companies operate with more than
10 logistics service providers. These ratios show some shifting compared to the
2003 survey, where one-third of those surveyed had one logistics outsourcing partner.

We also queried the length of outsourcing co-operation between clients and
logistics service providers in years. The average was 4.3 years, and the length of
existing relationships ranged from 1–20 years. Fifty per cent of such co-operative
relationships existed for 1–3 years, and the other 50% existed for more than four
years (mainly from 4–8 years). This figure indicates that a relatively large number
of clients build a long-term relationship with their outsourcing partners.

4.4 Operational features

4.4.1 Geographic spread of

outsourcing relations

The Hungarian survey results indicate
that in terms of geographic coverage,
currently logistics outsourcing contacts
are mainly “Hungary based” (41% of
the responses). On the other hand,
the ratio of co-operation limited only
to Hungary is gradually decreasing
(it was 66% in 2003), and outsourcing
companies expect it to drop to 33% in
three years’ time.

The ratio of “Regional” (covering
Central and Eastern Europe or part of
CEE), “Pan-European” and “Global”
co-operation is increasing. Currently,
such contacts represent 59% and,
according to projections, they will
represent two-thirds of outsourcing
contacts in the future.

Since the 2003 base, mainly the ratio of
regional co-operation has increased.
One of the reasons for this trend is that
following EU accession on 1 May 2004,
borders in Central and Eastern Europe
opened up and a lot of multinational
companies established regional
distribution services within the region.
To achieve this objective, they sought
logistics partners, who were capable
of performing services at a regional
level (or at least in the major countries
of the region).

Pan-European and global relations have
not developed as intensively as regional
ones, because larger multinational
companies had already selected some
of their logistics partners at the
European or global levels (in 2003).
(For example, the head office issued a
tender for transportation by road in
various European relations, entered
into a contract with the winner, and

companies operating in specific countries had to co-operate with the logistics
service providers pursuant to these Pan-European or global contracts.)
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One partner All of the client’s outsourced logistics functions are

performed by one logistics service provider, usually one

of the market leaders. 

Two partners The client operates with two service providers (specialised in a

logistics function). One usually performs warehousing tasks,

while the other is responsible for transportation and distribution.

Several partners There may be various reasons for employing more than
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may operate many warehouses, so national distribution is
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Main functions are performed by various specialised logistics

companies, etc. 



4.4.3 Financial aspects of outsourcing

Classic outsourcing (as mentioned in
the Introduction of this report) mostly
involves the transfer of staff and assets.

In our survey, 21% of cases involved the
transfer of assets and 17% took place
with the transfer of staff. The value of
assets transferred in outsourcing varied
within a wide range between HUF 0.5
million and HUF 30 million. On average
39 employees were transferred, while
according to respondents 20–100
people were outsourced.

One of the reasons no assets or staff
were transferred in the majority of cases
is that many companies included in the
survey outsourced their logistics
functions many years ago (or began their
operations in Hungary in this structure).
Consequently, for them logistics
outsourcing means only the replacement
of the logistics service provider rather
than classic resource outsourcing.

Based on answers to the question
“What is the annual contractual value
of the outsourced activities?”, 39% of
respondents spent between HUF 250
million and HUF 1 billion each year. It was
also remarkable that 29% of outsourcing
contracts cost over HUF 1 billion a year.

Based on the above, logistics
outsourcing clearly appears to be
a serious business, as the value of
logistics services outsourced by
survey participants was higher than
HUF 40 billion a year.

4.4.4 Performance measurement

The performance of outsourcing
partners is most frequently measured
by the following indicators: “On-time
delivery” (87%), “Damages” (70%),
“Arrival or pickup timeliness” (63%),
“Transportation costs” (60%),
“Warehousing costs” (50%), “Volume
fill rate” (50%), “Order fill rate” (50%).  

Although at first glance it seems
surprising that 50% of these
enterprises do not use the Order and
Volume fill rate indicators to measure
the performance of their logistics
partners, it should be noted that at
several companies included in the
sample goods are commissioned within
the company while only domestic and
international transportation, forwarding
and customs clearance services were
outsourced. Consequently, in these
cases the measurement of fill rates at
the service provider is irrelevant. On the
other hand, compared to the 2003
survey, there has been an increase in

the number of companies who measure
the performance of their partners with
some complex indicator, such as, e.g.,
“on-time in full” (OTIF).

Looking at the frequency of
performance indicator measurement,
we found that most companies
measured their performance indicators
monthly (as indicated by 50% of all
respondents). Daily and weekly
performance measurements represent
14-15%, which is explained by the fact
that most companies measure critical
indicators (such as, e.g., arrival or pickup
timeliness, order fill rate, volume fill
rate, on-time-delivery) daily, or at least
weekly.

For three important performance
indicators we compared the
performance indicator required by
clients with performance indicators
achieved by service providers. 

Clients’ expectation for on-time delivery
was on average 97% calculated by
eliminating outliers. The cleaned
average service level achieved by
logistics service providers was 95.8%,
i.e., it was lower than the average
service level expected by clients.

On the other hand, clients’ expectations
were met both in the order fill rate and
the volume fill rate, as service providers
had 99% and 99.3% performance
contrary to the expected 97.3% and
98.4%.
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4.5 Difficulties, risks, obstacles

4.5.1 Difficulties

To the question “How difficult are
the individual steps of logistics
outsourcing?”, it is apparent that
companies consider outsourcing
steps as average complex processes.

The extent of difficulties was measured
on a scale of 1–5, where one was
easiest, and five the most difficult.

In the partner search and selection
phase clients thought it was easier
than average to “Identify potential
logistics service providers” (2.7),
but the decision on whether or not
“The logistics service provider meets
the requirements” seemed more
difficult than average (3.5). This is
because in many cases clients cannot
assess the operation, assets and
staff of the service provider on site
(due to, e.g., lack of time, resources
or methodology), and in many cases
the logistics service provider does not
even allow the client to do so (referring
to the confidentiality of their existing
customers).

In such cases, many clients employ
an external advisor in order to

mitigate business risk. The advisor
conducts a logistics audit and helps
identify problem areas and risk
factors. As the client’s negotiating
position is the strongest prior to
the conclusion of a contract, there
is a good chance of setting the
requirement of eliminating any
detected deficiencies as a
prerequisite of the contract.

Designing the outsourcing partnership
means identifying applicable
performance indicators, elaborating
joint processes, defining an
IT infrastructure concept and
drafting contracts.

In this phase, clients considered the
“Agreement on the provisions of a
contract” (3.6), “Develop processes of
the partnership” (3.2) and “Agreement
on applied performance indicators of
partnership” (3.1) as more difficult
tasks than average.

Most steps in the implementation of
outsourcing co-operation are easier than
average tasks. There are only two tasks
of average difficulty: “Implementation
of supporting IT infrastructure” (3.1)
and “Aligning business processes of
involved companies” (3.3).

4.5.2 Risks

In logistics processes, both clients and
service providers face numerous risks.
Clients and logistics service providers
consider risks and their extent similarly.

Both clients and logistics service
providers gave the highest rank to risks
arising from the unacceptable
performance of a logistics service
provider (or a subcontractor of the
logistics service provider): clients
ranked this at 3.6 points, service
providers at 3.9 points.

Shippers ranked the potential
bankruptcy of a logistics service
provider and theft as the second and
third most important risks (3.4 and 3.3
points).

For logistics service providers, theft
took second place (3.6 points), and
aspects related to the appropriation of
intellectual properties and business
information ended up in third place (3.2
points).

The evaluation of other parameters was
very similar, considering both the order
and the weights assigned.
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4.5.3 Causes of dissatisfaction

To the question “Has your company
ever terminated its contract with a
logistics service provider?”, 65% of
participants in the Hungarian survey
answered yes. This two-thirds ratio is
much higher than the 52% measured in
the 2003 survey.

The main cause of dissatisfaction is still
the “Lack of influence on the service
levels of service provider”. Both in 2003
and 2009, more than 42% of
respondents specified this category.
However, the “Length of time in getting
service right” and “Limited/no control
over the partner” were considered
factors causing significantly lower levels
of dissatisfaction than in 2003. As these
categories decreased, the “Increased
operating cost” took second place,
although its percentage has not
changed since 2003.

4.6 Advantages of
outsourcing, fulfilment of
expectations

4.6.1 Fulfilment of strategic,

logistics objectives

In restructuring business processes,
including logistics outsourcing the
achievement of strategic objectives
is a key requirement. Our survey used

a scale of 1–3 – unachieved, achieved,
achieved better than expected – to
measure attainment of the five most
important strategic objectives. 

Strategic objectives
Among the five most important
strategic outsourcing objectives,
the first four were achieved at more
than 80% of survey respondents.
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The picture was especially positive for
the categories “Improved service level”
and “Focus on core business”, where
the strategic objectives of more than
25% of respondents were better
achieved than expected.

We also looked at the degree of
achievement of the requirements for

companies which considered the
“Improved service level” and “Cost
cutting” objectives to be achieved
simultaneously. This double objective
was achieved in 76% of cases,
but for 24% either “Cost cutting”
or “Improved service level” went
unachieved, or neither of them
were achieved.

However, the 83% performance
indicator calculated for the five strategic
objectives is rather good. 

Logistics objectives
The “Improved on-time delivery” and
the “Improved order accuracy” were
achieved at 93 and 86%, which are
rather good results that represent
considerable progress since 2003, when
the same indicators were 74% and 80%.

However, in the “Reduction of
transportation costs” the 2009 figures
are worse than those for 2003, as 75%
of clients achieved such objectives this
year compared to 85% achieving their
goals in 2003.

There was a slight decrease in the
“Increased flexibility in the logistics
network”.

The average achievement indicator of
the five logistics objectives was 81%.

Expectations for partners
Most expectations related to partners
were achieved, reflecting the customer
orientation of the majority of logistics
service providers. On average, 89% of
the five major expectations of partners
were achieved.

Three of the five indicators - “Reliability”,
“High level of customer service”,
“No hidden costs or charges” - have
improved significantly since 2003.
The achievement of these indicators
improved by 9, 4 and 12%. On the other
hand, regarding flexibility, instead of the
former 95%, only 80% of respondents
indicated “Efficient and responsive to
customer requests” was fully achieved.

There have been no significant changes
in regard to “Unambiguous contract”
since 2003.
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4.6.2 Achievement of cost and

service-level expectations

This survey took a more detailed look at
the performance of cost cutting and
certain quality indicators.

Cost cutting
Outsourcing does not necessarily
involve cost cutting, as a company may
also intend to reduce lead time,
increase the frequency of deliveries or
introduce deliveries to the endpoint of
sale. In such cases,  in theory a client is
willing to pay more for a higher service
level. 

Some companies queried in the survey
also followed such a strategy (cost
cutting was not included in the
objectives), but for 95% of respondents
reduction of logistics expenses was
“Important” or “Expected”.

Fifty-five per cent of companies
outsourcing their logistics activities
have managed to cut their costs.
There has been practically no change
in this ratio since 2003 (54%). However
in 2009, logistics expenses have
increased at one-tenth of the
companies outsourcing logistics.
This is a considerable change, because
in 2003 nearly one-third of those
surveyed indicated that their expenses
increased after outsourcing. 

Considering the specific figures, the
average cost cutting achieved through
outsourcing was 12.2%, but the actual
figures varied in a relatively broad range,
5-20%. In 2003, the quantified average
cost reduction was 9.8%.

Improvement of service level
“On-time delivery” (OTD) and “Order
fill rate” are two important performance
indicators regarding logistics.
Companies participating in the survey

were queried how these indicators
improved or deteriorated after
outsourcing.

“On-time delivery” improved for 44%
of those outsourcing their logistics
functions, but it decreased for 11%.
These ratios were practically identical
with data from the 2003 survey
(47% and 11%).

A very high percentage (19%) of
respondents was not able to clearly
answer the question because they did
not specifically measure this key
performance indicator.

Those who were able to measure
this indicator both before and after
outsourcing reported on average a
13% improvement (in 2003, the
figure was 9%). 

The “Order fill rate” is an important
indicator for companies outsourcing
primarily domestic distribution,
warehousing and commissioning.
Thirty-seven per cent of respondents
reported an improvement in this
indicator after outsourcing. The ratio
deteriorated for 11% and did not change
for 37% of them. Fifteen percent
of respondents were not able to
measure this parameter. In 2003,
this indicator improved for 33%
and deteriorated for 28%.

Respondents for whom the order fill
rate improved reported on an average
9% improvement (within a range of
4–12%). This was slightly lower than the
10% measured in 2003.

4.6.3 General satisfaction

The previous section showed that some
clients’ expectations were not met
through outsourcing. Consequently, our
survey posed a direct question about

general satisfaction: “Are you satisfied
with the achieved results of
outsourcing?”.

Seventy-three per cent of companies
were satisfied with the results achieved
through outsourcing, and 24% thought
that there was no significant change in
their situation. Consequently, similarly
to the former survey, the balance was
positive despite the fact that in 2003
82% were satisfied with the
outsourcing results, while 77%
expected better results.

The real breakthrough was that in this
year’s survey 23% of respondents
indicated that all their objectives were
achieved through outsourcing, while
only 5% stated the same in 2003.

Service providers cannot always be
blamed for the fact that half of clients
“Expected better results” - in many
cases this is attributable to the
exaggerated expectations of companies
outsourcing their processes.
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This section outlines the features of the
operations of logistics service providers
included in the survey based on the data
supplied by them.

The analysis was divided into three
topics. The first topic covers the most
general indicators/features of operation
of logistics service providers (e.g.,
revenues, staff). The second topic
focuses on the services provided by
logistics companies in terms of, e.g.,
activity type and geographic coverage.
In the third topic, we reviewed the
characteristics of the three key
components of the asset base required
for the supply of logistics services
(vehicles, warehouse facilities and
information technology).

5.1 General features
of operation

The logistics service providers included
in the survey have been operating in
Hungary on average for 17 years,
therefore most commenced their
activities around the time of the political
changes or shortly after. Seventy per
cent of respondents indicated that they
were present on the Hungarian market
for at least 15-20 years and only 10% of
them reported less than five years’
history of operation. These data indicate
that logistics service providers make up
a stable group and have almost 20 years
of experience on the marketplace. There
are relatively few new entrants, and
some of them were even created as
individual logistics enterprise within a
larger group with a longer history.

On average, companies have been
providing logistics outsourcing services
to their clients for 11 years.

In 2009, the average net revenues of
respondents were HUF 5.2 billion. Six
per cent of logistics service providers
earned less than HUF 1 billion, 47%
between HUF 1-5 billion, 35% between
HUF 5–10 billion and 12% between HUF
10–20 billion. 

In terms of the number of employees,
responses varied within a wide range. The
sample contained forwarding companies
operating with a few people as well as
complex logistics service providers
employing nearly 500 employees.
The average headcount figure was 168,
compared to the 138 employees reported
in 2003. This increase is approximately
20%, which was reassured measuring it
on the same base as well.

The average number of years spent at
an enterprise by its managers and
employees is a good indicator for
reliability, stability and experience. In
2009, managers spent on average 9.2
years and employees 6.5 years at
companies in our sample. Compared to
2003, the figures were higher in both
cases: the number of years at
companies increased on average by 2.4
years for managers and by 1.1 years for
employees. This is a positive
phenomenon, because it suggests that
a majority of companies have stable and
experienced management. Additionally,
there has also been some decrease in
the fluctuation of employee numbers in
recent years.

Some logistics companies employ part
of their staff (e.g., drivers) as
subcontractors, therefore the number
of subcontractors also depends on size
and operational strategy. Respondents’
data indicate that 40% do not employ
any subcontractors at all, 20% employ
1-50, and one-third of them employ
more than 100 subcontractors.

5.2 Logistics services and
service characteristics

5.2.1 Services

Service providers were also asked to
specify the main logistics service groups
currently offered to clients or to be provided
in the future (in the next three years). 

In 2009, the most frequently provided
services were international forwarding
(85%), warehousing (80%), domestic
forwarding (75%), value-added services
(70%), Inwards clearance/Outwards
clearance (70%) and domestic
distribution (65%). 

The spectacular fall in the ratio of
customs clearance, from the top of
the list to fifth place, was a significant
change since 2003. Obviously, this
relates to the EU accession of Hungary
and others within the region.

On the other hand, the importance
of value-added logistics services has
clearly increased, as it moved from
seventh place to the fourth-fifth position
by 2009. At present, more than two-
thirds of companies provide such
services to their clients.
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Among the value-added logistics
services, most companies provide
“Repacking, labelling, tax labelling”,
“Stock registration”, “Kitting”, “Bar
coding” and “Assembling and
configuring” services. 

Logistics service providers were also
asked about their plans for future
changes in their product portfolios.
Naturally, the responses reflect the
companies’ expectations regarding
changes in their clients’ demand for
specific services and their projections of
new services to be outsourced in the
next few years.

The survey revealed that logistics
businesses generally do not plan on
adding new services to their portfolio in
the next three years. This concurs with
the opinion of their clients, who do not
wish to outsource new logistics
functions, as they had earlier changed
their model of operation and are already
purchasing the logistics services
required for their operations from the
marketplace.

It seems therefore that the logistics
outsourcing market has reached a
phase of maturity both on the demand
and supply sides, a view shared by
market players.

5.2.2 3PL/4PL 

Enterprises’ positioning on the
“evolutionary scale” of logistics service
providers (as reviewed in the
Introduction) relates to the complexity
of logistics services provided to clients.
The numbers below indicate how
respondents classified themselves in
the various categories in our survey.

The majority of respondents (55%)
were complex logistics service
providers (3PL), while 27% classified
themselves in the supply chain co-
ordinator, integrator category (4PL). 

This represents significant progress
since 2003, as then 72% of those
surveyed considered themselves 3PL
service providers and only 9% claimed
to perform supply chain integrator (4PL)
tasks.

Presently, several renowned service
providers describe themselves as 4PL
or LLP (Lead Logistics Provider) on their
websites and in marketing materials.

The fact that more than 25% of
enterprises consider themselves 4PL
does not necessarily mean that they in
fact provide such services on the
Hungarian market, because none of the
client businesses indicated that they
had outsourced their supply chain
management, either in part or in full.
The outsourcing of logistics planning
was also mentioned only by 3% of
respondents. 

5.2.3 Geographic coverage

We also asked logistics service
providers about the geographic area
in which they provided services to
customers.

Twenty-two per cent of logistics
companies provide outsourcing
services only in Hungary. However,
owing to the presence of multinational
logistics service providers, currently
there are many companies that are
capable of satisfying such requests
from their clients, globally (22%) or
within Europe (23%). 

One-third of survey respondents can
serve their clients on a regional scale.
Most of these companies are Hungarian
owned and primarily began to expand in
the region in Slovakia, Romania and in
Poland over the last 4-5 years (following
EU accession).

Although it seems that the supply side
of regional, Pan-European or even global
outsourcing co-operation is already in
place, clients face considerable
difficulties when they wish to enter into
an outsourcing contract covering
several countries and seek suitable
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logistics service providers for their
operations. Even the largest service
providers may not be present in a
particular country of Central Eastern
Europe (not even through partners)
and/or they may provide rather weak
services in specific countries.
Multinational clients also have to
make significant compromises if they
wish to employ a global logistics
service provider for their global
operations. On the other hand, there
is no doubt that there has been
significant progress in this field in
recent years and several Hungarian-
owned logistics service providers
have begun to successfully position
themselves as Central European
logistics service providers.

5.2.4 Industry focus

The demands and expectations of
clients towards service providers vary
significantly, depending on the industry
in which the clients operate.

Such industry specific features generate
special requirements for logistics
service providers, in terms of, e.g.,
the type of transport vehicle,
frequency of transport and the size of
consignments, monitoring, storage,
hygiene, transportation temperature,
information supply, etc. Such industry-
specific requirements very often trigger
significant development needs at the
service provider, both in assets and in
operational processes. The following
figure shows the breakdown of
respondents by industry specialisation.

Respondents specified 10 industries
(also including those specified under the
Other category) in which they
specialised their services. Service
providers specialise in and focus on the
FMCG (17%) and automotive industry
(17%) sectors the most.

5.2.5 Quality assurance

and other standards

Compliance with international standards
and obtaining related documentation has
become an increasingly important issue in
almost all industries (including, naturally,
logistics services) in the last 10 years. 

In our survey, we looked at the following
major international quality control,
environmental and industrial certificates
held by service providers and those which
were in progress:

a) ISO 9001 Quality Management
System

b) ISO 14001 Environmental
Management System

c) ISO 27001 Information Security
Management System

d) ISO 22000 Food Safety
Management System

e) HACCP Hazardous Analysis Critical
Control Points 

f) ISO/TS 16949 Automotive Quality
Management System

g) AEO Authorised Economic Operator

Ninety-five per cent of logistics service
providers hold an ISO 9001 quality
certificate. Back in 2003, 78% of them
were already in compliance with the
then prevailing ISO 9000:2000 quality
control standard, but since then almost
all service providers have obtained or
renewed their quality certificates.

There has been rather spectacular
progress in environmental awareness.
While in 2003 only 4% of the logistics
firms had ISO 14001 Environmental
Management System certification, the
figure grew to 26% by 2009 and further
11% of the companies are currently
implementing the system.

Twenty-one per cent of logistics service
providers operate an HACCP system
(Hazard Analysis and Critical Control
Points), generally required by clients in
the food industry. This also represents
progress since 2003. Fifty per cent of
companies specialised in the FMCG
sector operate a HACCP system, but
the other 50% are not planning its
implementation.

The ISO 22000 Food Safety Management
System is a relatively new standard,
which applies to anyone who takes any
position in the food supply chain, i.e.,
supplies or stores foodstuffs. Compared
to the HACCP system, ISO 22000 may
be certified, therefore it is more objective.
In 2009, of all logistics companies 11%
held an ISO 22000 certificate, but
such companies also operated an
ISO 9001 and HACCP systems.
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Figure 14: Breakdown of service 
providers by industry specialisation
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Although other companies did not
indicate that they were working on the
implementation of the Food Safety
Management System, we can assume
that an increasing number of service
providers will introduce the ISO 22000
as food safety issues come to the forefront.

Information security is also an
increasingly important requirement in
business; one need only think of business
continuity or the theft of bankcard data.
Despite this, only 5% of logistics service
providers have the ISO 27001 Information
Security Management System, and a
further 5% are implementing it. 

None of the logistics service providers
has or is in the progress of
implementing the ISO/TS 16949
Automotive Industry Quality
Management System, although 5% of
the companies indicated VDA 6.2 in the
“other” category. This system contains
the requirements for service providers
operating in the automotive industry.

An authorised economic operator (AEO) is
an economic operator with special status,
classified by the customs authority as a
reliable partner enjoying preferences in
customs administration and customs
clearance. The legal regulations on the
status of an authorised economic operator
entered into force on 1 January 2008.
The status of the authorised economic
operator is a fundamental interest of all
logistics service providers in our survey,
therefore it is not surprising that it is
currently being applied at 16% of service
providers and 5% already bear AEO
status. It is obvious that as more and more
client businesses demand AEO status,
the value of authorised economic logistics
companies will appreciate, which means
that this status represents a considerable
competitive advantage for a logistics
service provider.

5.3 Asset base of operation

Depending on the nature of the offered
service and the selected operational
strategy, logistics service providers may
be asset based and non asset based
(management based), or mixed-type
companies. 

In terms of the offered service, e.g.,
forwarding or customs administration
are not asset-based activities, while
transportation and warehousing are
generally activities performed with the
service provider’s own assets.

Naturally, companies possessing their
own assets (e.g., vehicles, warehouses)
can also pursue management-based
activities, such as, e.g., forwarding,
customs administration indicated
above, etc. Such service providers
are considered mixed-type providers.

The following figure reflects the
classification of companies included
in the survey in the above three
categories, as per their suggestion.

Respondents were equally divided
among the three categories. 35–35%
declared themselves asset based and

mixed, and 30% considered themselves
non-asset based providers.

These figures show some change since
2003, as then only 9% were non-asset-
based service providers, while 52%
were mixed-type service providers and
39% classified themselves as asset-
based providers.
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5.3.1 Transport vehicles

Logistics enterprises have several
options regarding the source of supply
of transport capacity required for their
service.

Generally logistics companies provide
the transportation capacity required for
their operations from several sources,
such as, e.g., own fleet + subcontractors,
charter fleet + subcontractors, own +
charter + subcontractors. Relatively
few companies had only own vehicles,
and more companies employed only
subcontractors, as they did not own or
lease vehicles.

In a proportional breakdown, companies
participating in the survey provide 50%
of their transportation device capacity
through long-term subcontractors,
while the rest is broken down to own
fleet (25%) and charter fleet (25%).

The size of respondents’ vehicle fleets
varied significantly from a few vehicles
to fleets of thousands of vehicles. In
various structures, the total average
transportation capacity available for a
company was 140 vehicles . 

The transportation capacity of 42%
of respondents is smaller than 100
vehicles, 29% have a fleet of 100-249
vehicles, but 28% operate with a large
fleet of more than 250 vehicles. Since
2003, the number of companies
operating with a fleet of 250–500
vehicles has visibly increased. 

The average age of fleets varied from
2–7 years, where 4.8 years was the
average. This average age was almost
two years higher than the one
measured in 2003 (3.0 years). Then, the
average age of the youngest fleet was
0.8 years and even the oldest fleet was
only four years old.

Although between 2003 and 2009
logistics service providers gradually
modernised their fleets, the average
age of vehicles has gone up by two
years in the past seven years.

Sufficient utilisation of existing
transportation capacity is a fundamental
issue in terms of profitability. One of the
most frequently-used indicators for this
is annual mileage. In 2009, average
mileage was 125,000 km for those
included in the survey. This represents a
negligible increase since 2003, when on
average vehicles travelled 120,000
kilometres.

5.3.2 Warehouse facilities

In Section 5.2 we previously indicated
that the majority of the respondent
logistics service providers (80%) offered
a warehousing service to their clients. It
is not surprising therefore that the same
large number of respondents (80%) had
one or several indoor warehouse
facilities.

In total, respondents own
approximately 542,000 m2 of indoor
warehouse facilities in Hungary.
On average, one service provider owns
28,000 m2 of indoor warehouse area,
which is 10,000 m2 more than in 2003.

26 Logistics Outsourcing in Hungary 2009

© 2009 KPMG Tanácsadó Kft., a Hungarian limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG International,
a Swiss cooperative. All rights reserved.

21% 22%

6%

29%

7%

21% 21%

6%

38%

28%

Figure 17: Volume of transportation capacity

40%

30%

20%

10%

0%
 2009 2003 2009 2003 2009 2003 2009 2003 2009 2003
 Below 25 25–99 100–249 250–500 More than 500
 Transportation vehicles (number)

Source: KPMG survey (2009 and 2003)

As a percentage of respondents

0% 5%

40%

10%

20%

25%

6%

25%

38%

31%

Figure 18: Size of indoor warehouse space

50%

40%

30%

20%

10%

0%
 2009 2003 2009 2003 2009 2003 2009 2003 2009 2003
 Less than 1,000 1 000–4 999 5 000–9 999 10 000–29 999 More than 30,000
  Warehouse space m²

Source: KPMG survey (2009 and 2003)

As a percentage of respondents



Figures vary over a wide range
(1,700-150,000 m2) depending on the
size of the company and the importance
of warehousing services compared to
other services offered by a logistics
service provider. 

There has been practically no change in
the breakdown of warehouse space
since 2003. The above figure shows that
service providers can be divided into
two categories in terms of the size of
the warehouse space: one group
possesses small or average warehouse
space (less than 5,000 m2), while the
other group has established significant
warehouse capacities (more than
10,000 m2). There are relatively few
providers (10%) who possess
warehouse space between these two
categories. The average size of
warehouses over 30,000 m2 was more
than 100,000 m2.

Twenty-five per cent of respondents had
chilled or frozen warehouses, representing
1.8% of total indoor warehouse space.
The average area of chilled or frozen
warehouses was 2,060 m2. 

5.3.3 Information technology

Advanced information technology,
which is one of the key components of
effective supply chain management, is
essential for those logistics service
providers who intend to offer 3PL or 4PL
services. Future successful logistics
service providers must have information
systems supporting fast, accurate and
integrated processing of real-time
information and effective information
exchange within their company and at
business partners.

To the question of whether the logistics
service providers considered
information technology primarily as a
supporting function or a strategically-

important component of operation, the
overwhelming majority (83%) of
respondents chose the latter. This
indicates that the logistics firms clearly
understand the competitive advantage
resulting from, and the strategic
importance of, information technology.

In regard to applied systems, more than
half of enterprises (53%) applied bar
code technology and legacy systems.
However, only 37% of them had
Enterprise Resource Planning (ERP)
systems, although there has been
progress in this area too since 2003.
Then, only 25% of survey respondents
used ERP systems.

The ratio of route planning, Track & Trace
and warehouse management systems
(WMS) has practically not changed
since 2003. Those companies which
needed such systems for operation
already had them in 2003. There has not
been a major increase in the number of
electronic data interchange (EDI) users
either. On the one hand, many clients do
not have EDI connections and, on the
other, other technical solutions (e.g.,

data transmission via e-mail, web
applications) have replaced EDI
functions, either in part or in full.

Among the latest applications, the
spread of global positioning systems
(GPS) needs to be noted, as every third
logistics service provider uses such a
system. However, the dissemination of
Radio Frequency IDentification (RFID)
technology has not yet taken place, as
only 11% of companies reported using it
in 2009.

Interconnection of information systems
is absolutely necessary for the closer
integration of logistics service providers
in their clients’ supply chains,
supporting their effective operation.

Our survey asked to what extent
logistics enterprises’ IT applications
were integrated with the systems of
their clients. The service providers could
choose among four levels of integration:

a) No integration - manual data
transmission between systems
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b) Limited integration – certain
electronic data and transactions are
transmitted manually (e.g., from TXT
files, Excel files) between the systems
of the client and the service provider

c) Integration and schedule – data are
transmitted between systems
through an intermittent on-line
connection, but not in real-time

d) Full integration – a wide range of data
and information are transferred
between the systems of the service
provider and the client, on-line and in
real-time.

None of the service providers indicated
that there was no integration between
their systems and the client’s, or that
they relied only on manual data
transmission.

The IT systems of most respondents
(57%) are “Integrated to a limited
extent”, i.e., transaction data are
manually transmitted and imported from
an electronic file (e.g., text or Excel file).

Twenty-nine per cent of survey
respondents had an “Integrated,
scheduled connection” with their
clients’ systems, representing an on-

line connection and data transmission in
batch mode (e.g., every hour, at the end
of the day). 

Only 14% of service providers said that
they have a “Fully integrated” on-line
data connection with their partners’
systems.

Based on this, we can conclude that
there is still significant development
potential in this field, as the manual
import-export of electronic files involves
numerous potential errors and often
causes delays in data transfer.
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The conditions for logistics outsourcing
began to evolve in Hungary in the mid-
1990s, when the first large international
service providers appeared on the
marketplace. Originally only a few
multinational manufacturing companies
chose to capitalise upon the benefits of
outsourcing but, after the turn of the
century, outsourcing began to be
applied widely, generating considerable
demand for such logistics services.

Between 2000 and 2005, service
providers made huge investments and
experienced fierce competition on the
outsourcing market (primarily in terms
of price). In order to gain market share,
many enterprises made promises that
exceeded their capabilities, while others
could not keep up with the growth of
their customers, which lowered the
standards of service (even if only
temporarily). In addition, numerous
clients (who lacked experience in
logistics outsourcing) set excessive,
occasionally conflicting expectations for
their service providers, and therefore
many of their objectives were not
satisfied at all, or only in part. 

Price as a key selection criterion has had
a negative impact on the quality of
service providers, often forcing some
logistics enterprises into unfair
competition on the marketplace. On the
other hand, the bankruptcies of major
market actors and the fluctuating
service levels of other cheap service
providers has urged clients to review
their positions, as a result of which
quality has become the main selection
criterion, while in 2003 the chief
criterion was clearly price.

A consolidation of the outsourcing
market has taken place in the last five
years, accompanied also by a thinning
out and considerable concentration of
the market.

Currently, the degree of outsourcing in
Hungary corresponds with the
international average for most logistics
services. The market for outsourced
activities is in balance both on the
supply and demand sides, clients do not
wish to outsource new logistics
functions, and logistics enterprises are
not planning to add new services to
their portfolios.

A supply market has developed for
logistics services. Fifty-seven per cent
of companies outsourcing their
activities think that many logistics firms
offer high-quality services, i.e., there is
competition in supply. In 2003, only
38% of outsourcing companies held
this opinion.

The strategic importance of logistics
outsourcing has also increased
significantly in recent years. Currently,
38% of companies outsourcing their
logistics functions maintan that their
business goals cannot be achieved
without outsourcing. In 2003, only 19%
of them held this opinion.

Seventy-five per cent of companies
outsourcing their processes are
satisfied with the results of that activity.
Although occasionally an outsourced
activity is insourced, this is not a
frequent phenomenon. Logistics
outsourcing appears to be a long-term
trend. Once decided, those who have

elected to utilise logistics outsourcing
do not wish to perform the outsourced
activities in house.

While companies outsourcing their
activities are growing, no major further
growth can be expected on the
marketplace This is because a majority
of companies have changed their
business models in the last few years
and they presently purchase the
logistics services required for their
operations on the marketplace instead
of using their own resources.

6 Conclusion
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