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11.11 Logistics in the Service Sector
Although service industries do not move and store the large volumes of goods that manufactur-
ing industries do, they have their own unique logistical needs and challenges. Because services are 
time-critical, the transportation needs of service firms must be met quickly. Hospitals must have med-
icines, the needed instruments, and a wide range of materials and supplies readily available before a 
surgeon can perform an operation or procedure. The transportation needs to deliver such items are 
often met by carriers that can make overnight deliveries. Likewise, banks must process checks and 
deliver the cashed checks quickly to the issuing bank. Many paper processing and movement tasks in 
service firms are accomplished via linked computers. The traditional logistical activities of transpor-
tation, distribution, and warehousing of physical goods also occur in services. Hotels require many 
supplies and logistical services, including the delivery of food and beverages, furnishings, and bedding, 
as do host of other companies such as pest-control and lawn-care companies, and entertainment, 
housekeeping, and tax preparation firms.

Managing logistics in the service sector is relatively new and, therefore, a fertile area for achiev-
ing business improvements and innovations. The health-care industry, in particular, has reaped huge 
benefits from innovative logistics solutions. Innovative transportation, warehousing, packaging, and 
labeling systems combined with tracking technology, such as RFID, have enabled products to be 
traced using serial numbers and have ensured they are delivered on time, accurately, and safely. 
Logistical solutions have also been developed to monitor and handle medications and devices that 
may be time or temperature sensitive. For example, Abbott Laboratories (Lake Bluff, IL) frequently 
examines ways to optimize the use of transportation modes, distribution channels, and routes to 
maximize the efficiency of its health-care logistics as well as to save fuel.27

The food services industry is increasingly using 3PLs. Many commercial food service companies 
(restaurant chains) and noncommercial food service establishments such as school and hospital cafe-
terias rely on 3PLs for their food service logistics and distribution needs. For example, the Papa John’s 
Pizza (Papa John’s International, Inc., Jeffersontown, KY) chain contracts with 3PL providers, to 
coordinate its inbound logistics needs of delivering cheese, dough, pepperoni, and tomato sauce to its 
more than 3,000 stores in a timely and streamlined fashion.

Logistics also play a key role in the hospitality industry, which relies heavily on customer satis-
faction for its success. For companies such as Royal Caribbean Cruises Ltd. (Miami, FL), logistics 
disruptions (missed deliveries and products held up in customs) can mean a ship has to sail without 
the food and beverage choices or other supplies critical to its guests’ comfort. The logistics activities 
for cruise lines also must be coordinated so that essential freight arrives in ports of call to meet their 
loading windows. Because of logistical complexities such as these, many companies in the hospital-
ity industry turn to 3PLs providers to manage the movement of food, beverages, raw ingredients, 
and supplies.

11.12 Ethical and Sustainability Issues
Ethical behavior and sustainability initiatives go hand in hand. Deceptive packaging, misleading infor-
mation on package labels, covering up damaged products going out for shipment, and manipulating 
inventory figures are examples of unethical behaviors that occur in the world of logistics. Bribing 
customs officials, using child labor, and ignoring the safety of workers and mistreatment in countries 
with weak regulations are other examples. Fortunately, most companies realize that ethical violations 
are counterproductive and can damage their reputation. Consequently, there has been a concerted 
effort by many companies in the logistics industry to develop and adhere to codes of ethical conduct 
as well as to focus on sustainability.

Third-party logistics provider (3PL) A provider of outsourced logistics services to companies for some or all of their supply chain 
management processes.

Fourth-party logistics provider (4PL) An independent supply chain integrator that assembles the resources and technology needed for the 
activities of the shipper and other logistics providers (2PL and 3PL) to build supply solutions for the shipper.

Fifth-party logistics provider (5PL) An independent logistics service provider that mainly specializes in e-business solutions, including 
developing information systems for managing or tracking shipments through the supply chain.

Fourth-party 
logistics providers 
(4PL): a company 
that integrates and 
assembles the resources, 
capabilities, and 
technology not only for 
its own organization 
but also for other 3PL 
providers to design, 
build, and implement 
comprehensive supply 
chain solutions

Fifth-party logistics 
providers (5PL): 
e-business solutions, 
including developing
information systems for
managing and tracking
shipments through the
supply chain

Explain how 
sustainability issues 
are affecting the 
decisions made in 
logistics.
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Describe the unique 
logistical needs and 
challenges in the 
service sector.
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