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	ABSTRACT: This study investigates the impact of third-party logistics (3PL) outsourcing on the efficiency of Indonesia’s manufacturing sector, a key industry burdened by high logistics costs, infrastructural deficiencies, and regulatory fragmentation. The objective is to determine whether 3PL adoption enhances logistics performance by reducing costs, improving scalability, and mitigating operational inefficiencies. Employing a mixed-method approach, the research draws on secondary data from industry reports and academic literature. Key performance indicators such as logistics cost structures, response time to demand changes, and integration risk severity were analyzed to compare in-house logistics operations with outsourced 3PL models. Results demonstrate significant cost reductions through 3PL - 41.7% in warehousing, 40% in transportation, and 20% in labor alongside enhanced scalability and responsiveness. 3PL providers achieved higher adaptability in managing demand fluctuations, requiring only 3 weeks to scale up operations versus 8 for in-house logistics. However, risks including IT system mismatches (72% frequency), SLA misalignments, and data security concerns were also prevalent. The findings confirm that 3PL offers a viable solution for improving logistics efficiency, provided that integration risks are carefully managed. Long-term 3PL partnerships yield financial as well as strategic benefits, including access to advanced technologies and greater operational agility. For Indonesia to fully realize the advantages of 3PL, coordinated efforts are needed from both the government and private sector to address regulatory bottlenecks, improve infrastructure, and support digital transformation.
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INTRODUCTION
The manufacturing sector in Indonesia is an integral component of the nation's economic structure, contributing significantly to employment, exports, and industrial output. However, this sector is encumbered by persistent logistics challenges that undermine its efficiency and competitiveness in global markets. These challenges are rooted in several structural and systemic issues that manifest as high logistics costs, inefficient transportation systems, and regulatory fragmentation. According to Iskandar & Arifin, (2023), outdated transport infrastructure and frequent traffic congestion are primary contributors to prolonged delivery times and increased operational costs. Similarly, Nursyifa (2023) observes that these factors critically weaken Indonesia’s capacity to maintain and expand its market presence internationally.
The regulatory landscape adds a further layer of complexity. As Haris et al. (2022) highlight, the coexistence of multiple administrative jurisdictions leads to fragmented regulatory frameworks, obstructing the free movement of goods and complicating logistics coordination. These issues underscore a need for structural reform and more efficient logistics strategies within the manufacturing sector. Among the strategic responses to these constraints is the increasing adoption of Third-Party Logistics (3PL) services.
Globally and regionally, 3PL has evolved from traditional freight forwarding and warehousing to highly integrated, technology-driven service models. Thai et al. (2021) note that in Southeast Asia, this evolution is characterized by collaborative logistics partnerships and investments in digital infrastructure. Prataviera et al. (2021) further assert that 3PL adoption is driven by the imperative for firms to concentrate on core competencies while outsourcing logistics operations to specialists. This transformation enables businesses to enhance supply chain efficiency and flexibility while reducing internal operational burdens.
In developing economies like Indonesia, logistics costs are disproportionately high relative to GDP, largely due to infrastructural deficits and operational inefficiencies (Hidayati & Pheungpha, 2023). Transportation remains the most cost-intensive logistics component, with high dependency on road-based systems that are often congested and poorly maintained. Nursyifa (2023) emphasizes that underdeveloped logistics facilities and a lack of automation contribute to a reliance on manual labor and processes, exacerbating costs and reducing supply chain responsiveness. Consequently, many manufacturing firms are compelled to seek cost-effective alternatives, of which 3PL is a leading candidate.
The strategic value of 3PL lies not only in its capacity to reduce logistics expenditures but also in its ability to enhance supply chain responsiveness. By leveraging the logistical capabilities of 3PL providers, manufacturers can more readily adapt to market fluctuations and meet customer expectations efficiently. Shi et al. (2024) argue that outsourcing logistics enables firms to benefit from the specialized knowledge and infrastructure of 3PL providers, resulting in improved delivery performance and customer satisfaction. Such benefits are particularly critical in an era where lead time and service reliability directly affect market competitiveness.
Digitalization further amplifies the value proposition of 3PL. According to Chernova et al. (2023), the integration of digital technologies into logistics operations enhances real-time data visibility, facilitates predictive analytics, and supports better decision-making. These tools also enable seamless communication between manufacturers and their logistics partners, fostering synchronized and efficient supply chain ecosystems. As Shi et al. (2024) observe, the digital transformation of logistics processes underpins operational agility and transparency, both of which are vital in today's globalized production networks.
In Indonesia, the government's role in shaping the logistics landscape is increasingly recognized. Policy initiatives aimed at enhancing transport infrastructure, reducing bureaucratic hurdles, and promoting investment in logistics technology are instrumental in supporting 3PL growth. Haris et al. (2022) document the state's efforts to modernize logistics systems and incentivize efficiency through reforms and subsidies. These policies reflect an acknowledgment of logistics as a critical enabler of industrial productivity and international trade competitiveness.
Taken together, these developments signal a fundamental transformation in how logistics is managed within Indonesia’s manufacturing sector. While structural challenges remain, the adoption of 3PL augmented by technological advancements and supportive public policies presents a viable strategy for addressing inefficiencies and fostering industrial competitiveness. This study, therefore, seeks to evaluate the impact of 3PL adoption on logistics performance in Indonesian manufacturing, exploring both the benefits and inherent challenges. In doing so, it aims to fill a gap in the literature regarding context-specific assessments of 3PL effectiveness in emerging market economies.

METHOD
This study employs a mixed-method approach to evaluate the impact of third-party logistics (3PL) outsourcing on logistics efficiency within Indonesia’s manufacturing sector. The analysis integrates secondary data from industry reports and academic sources with contextual literature insights to provide a comprehensive view of performance outcomes, risk factors, and strategic implications.
A secondary data analysis approach was selected because of the availability of rich, previously validated datasets from credible sources such as Ken Research, Edith Cowan University, and Grand View Research. These sources provide structured insights into logistics costs, operational performance metrics, and 3PL market trends. The use of secondary data allows for time-efficient and cost-effective access to broad and comparative datasets, although care was taken to address potential limitations related to relevance and specificity (Langkamp et al., 2021; Weston et al., 2019).
Three key datasets were extracted to represent performance comparisons between in-house logistics and outsourced 3PL models:
· Cost efficiency dataset: Sourced from comparative reports showing logistics cost structures.
· Scalability and responsiveness dataset: Drawn from benchmarks in flexibility metrics such as time to scale operations and responsiveness to demand fluctuations.
· Integration risks dataset: Based on qualitative surveys and industry studies highlighting the frequency and severity of challenges such as system mismatch and SLA misalignment.
Logistics performance was evaluated using key performance indicators (KPIs) relevant to manufacturing logistics:
· On-time delivery rate
· Order fulfillment accuracy
· Logistics cost per shipment
· Response time to demand changes
These indicators were selected based on their frequent usage in logistics evaluation studies (Baidoo-Baiden, 2022). Additionally, stakeholder perceptions from case-based reports provided qualitative assessments of customer satisfaction, process improvement, and service quality enhancements following 3PL adoption.
The analysis incorporated comparative tables and descriptive statistics to highlight differences in logistics performance between 3PL and in-house models. Although the study did not conduct original statistical modeling (e.g., regression or DEA), findings from previous quantitative studies were used to contextualize outcomes (Rezaei et al., 2018).
The primary strength of the methodology lies in its ability to draw from validated external datasets, ensuring reliability of descriptive findings. However, limitations include potential gaps in data granularity and contextual specificity (O’Connor, 2020). To mitigate these issues, findings were interpreted alongside qualitative insights and framed within the Indonesian logistics context to preserve analytical relevance.
In summary, the chosen methodology allows for a balanced analysis of cost, scalability, and risk dimensions in 3PL outsourcing, supporting the article’s goal to provide actionable insights for both researchers and practitioners.

RESULT AND DISCUSSION
Cost Efficiency
Empirical evidence underscores the financial benefits of outsourcing logistics to third-party logistics (3PL) providers. Studies by Mageto et al. (2018) highlight how outsourcing transportation and warehousing services results in notable cost savings. In Indonesia, operational costs associated with warehousing, labor, and transportation are markedly high due to infrastructural and systemic inefficiencies. This study’s dataset reveals that warehousing costs drop by 41.7%, transportation by 40%, and labor by 20%, yielding an overall logistics cost reduction of 35.3%.
These results are aligned with global research indicating warehousing as a primary cost-saving domain due to reduced capital investments and enhanced inventory management (Baruffaldi et al., 2020). Additionally, comparisons with regional neighbors show Indonesia’s logistics costs remain disproportionately high due to inadequate infrastructure and regulatory complexity (Wang et al., 2021). Firm-specific factors such as scale, complexity, and internal process maturity also influence variability in cost reduction, as noted by Alkhatib (2017).

Scalability and Responsiveness
Data shows that 3PL providers offer superior adaptability in logistics scaling. Time to scale up operations through 3PL averages 3 weeks versus 8 weeks in-house; similarly, scaling down takes 2 weeks versus 10. This responsiveness is attributed to advanced logistics technologies, dynamic inventory systems, and optimized transportation networks (Vlachos & Polichronidou, 2023).
Key performance metrics such as order fulfillment rates and inventory turnover further support these findings. According to Baglio et al. (2023), such indicators enable firms to maintain agile supply chains that are responsive to customer demands. 3PLs also outperform in-house models in crisis scenarios natural disasters or demand surges by virtue of streamlined processes and shorter decision cycles (Asian et al., 2019). The use of technologies like IoT further enhances real-time visibility and forecasting accuracy, strengthening supply chain responsiveness (Kaur, 2021).

Risk and Integration Challenges
Despite clear operational benefits, the adoption of 3PL is not without risks. A significant challenge lies in IT system integration, where mismatched technologies hinder seamless collaboration (Nyameboame & Haddud, 2017). This study’s dataset indicates that IT mismatches are the most frequent challenge (72%) with a severity rating of 4.3/5. Additional challenges include SLA misalignment (65%) and concerns over data security (48%).
To mitigate these risks, companies must develop robust integration frameworks. Reza et al. (2020) emphasize the importance of establishing clear communication protocols and investing in training programs. Effective service-level agreements (SLAs) are vital for setting performance benchmarks and managing service failures (Evangelista et al., 2018).
A final consideration is vendor dependency. Long-term contracts can reduce strategic flexibility and increase vulnerability to external disruptions. Firms must diversify logistics partnerships and maintain contingency plans to safeguard operational continuity (Vlachos & Polichronidou, 2023).
The logistics practices in Indonesia reveal significant disparities when compared to both regional and global benchmarks. As of 2020, Indonesia’s Logistics Performance Index (LPI) ranking of 51 illustrates its struggle to match the service quality and infrastructure efficiency of regional leaders such as Singapore and Malaysia (Triantoro, 2020). These shortcomings stem from persistent structural challenges: high logistics costs, inefficient infrastructure, and regulatory fragmentation. Subiyanto (2021) underscores that Indonesia's logistics costs remain among the highest in ASEAN, primarily due to outdated systems, poor intermodal connectivity, and inconsistent policies. These inefficiencies are compounded by regional disparities, especially between eastern and western Indonesia, which complicate delivery logistics and result in uneven service quality across the archipelago (Moeis et al., 2017).
Within this context, third-party logistics (3PL) emerges as a strategic solution but is accompanied by inherent trade-offs. The core advantage of 3PL lies in its cost-efficiency through economies of scale, access to advanced logistics technology, and specialized expertise. However, these benefits often come at the expense of direct control over logistics operations. Vouzas & Katsogianni (2018) argue that such loss of control may affect a firm's ability to respond swiftly to customer needs, potentially undermining service quality. The need to navigate this trade-off requires careful evaluation, particularly in contexts where service differentiation is critical. Govindan et al. (2016) suggest that aligning performance expectations via service-level agreements (SLAs) and maintaining consistent communication with providers can alleviate some of these concerns while enabling firms to benefit from cost reductions.
Assessing the long-term value of 3PL partnerships demands a holistic framework that incorporates not only cost and operational efficiency but also strategic scalability and technological adaptability. Ardi et al. (2024) note that long-term collaborations facilitate operational improvements and access to resources that may be cost-prohibitive to develop internally. Metrics such as order fulfillment rates, customer satisfaction indices, and inventory turnover ratios offer quantifiable indicators of 3PL success (Bajec & Tuljak-Suban, 2019). Furthermore, mature partnerships often evolve into strategic alliances where both parties collaborate on innovation, risk mitigation, and continuous improvement initiatives (Pradita et al., 2020). In this light, 3PL is not merely a transactional solution but a platform for sustained supply chain evolution.
The success of 3PL integration in emerging markets like Indonesia depends significantly on implementation best practices. Key among these is the establishment of transparent communication structures and clearly defined roles, as emphasized by Reza et al. (2020). These frameworks ensure alignment of objectives and improve responsiveness to operational issues. Shi et al. (2017) highlight the importance of joint training initiatives to bridge technological gaps and enhance collaborative performance. Additionally, tailoring KPIs and performance benchmarks to Indonesia’s unique logistics conditions fosters accountability and contextual relevance (Torriero et al., 2019). Finally, an inclusive integration process that involves multiple departments and management levels helps address internal resistance and promotes shared ownership of logistics outcomes (Govindan et al., 2016).
Overall, the integration of 3PL in Indonesia's manufacturing sector holds substantial promise for improving logistics efficiency. Nonetheless, realizing this potential requires managing strategic trade-offs, adopting robust evaluation mechanisms, and institutionalizing best practices in implementation. As Indonesia continues to invest in infrastructure and regulatory reform, 3PL adoption when strategically executed can become a cornerstone in the transformation of its national logistics system.

CONCLUSION 
The integration of third-party logistics (3PL) services into Indonesia’s manufacturing sector represents a critical strategic pathway for improving national logistics efficiency. Amidst longstanding challenges ranging from infrastructure deficits and high logistics costs to regulatory complexity, 3PL provides an opportunity for manufacturers to reduce operational burdens, enhance responsiveness, and achieve greater cost efficiency. This study affirms that outsourcing logistics functions can yield substantial benefits, particularly in warehousing, transportation, and labor cost reductions, while also enabling agility through improved scalability and responsiveness.
However, these gains are not without risks. Integration challenges such as IT system mismatches, misaligned service expectations, and data security concerns remain pressing issues that require deliberate mitigation strategies. Companies must proactively establish robust service-level agreements (SLAs), invest in communication and training, and adopt flexible performance evaluation metrics tailored to the Indonesian logistics context. These steps are crucial in managing the trade-offs between efficiency gains and potential loss of control over logistics operations.
The research also underscores that the long-term value of 3PL lies beyond transactional cost savings. Sustainable partnerships are characterized by mutual adaptability, strategic alignment, and continuous process improvement. As manufacturers increasingly seek competitiveness in both domestic and international markets, 3PL emerges not merely as an outsourcing choice but as a long-term logistics strategy.
The broader implication of this study points to the need for supportive policies and infrastructure investments by the Indonesian government. Streamlining regulatory processes, improving inter-island connectivity, and incentivizing digital logistics innovation are essential for maximizing the effectiveness of 3PL in the country. When effectively supported by public and private stakeholders alike, 3PL adoption can serve as a catalyst for elevating Indonesia’s logistics capabilities to regional and global standards.
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