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III. KEY ISSUES 

 

Given the characteristics presented in Chapter II, logistics service providers and 

relevant authorities are subject to new challenges. This Chapter outlines some of the key 

issues to be considered in the development of logistics policy in the new operating 

environment.  

 

A. Complexity of Regulation 

 

1. Regulation of entry 

 
Regulation of entry to the industry can be carried out by the government or the 

industry, or in some cases both. While the government has the authority to legally 

regulate the operations of companies, the national association can exercise control over 

the market through the reputational impact of association membership.  

 

Generally speaking, control by the government can take two forms:  

registration/filing or licensing. Filing of application can take place either upon entry only 

or at regular intervals. In the case of registration, the applicant provides business details 

to the relevant government authority, who confirms the details provided before granting 

registration and the permission to operate in the market. In the case of licensing, the 

applicant is tested for suitability before granting the license and allowing access to the 

market.  

 

This type of regulation of the industry by the government can serve multiple 

purposes. Firstly, provision of company details can act as a confirmation of the legal 

intention of the entrepreneurs, and their financial and professional standing for the chosen 

sector. As an indication of this, the applicants often have to fulfill minimum conditions 

for capital and other factors. Secondly, the issuance of licenses can be used to control the 

market. This is, for example, the case in the Republic of Korea, where the number of 

licenses for trucking has been limited since 2004. Lastly, a registration requirement may 
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allow the government to collect information on the companies operating. This 

information can be used for policy planning and verification purposes. 

 

Modern logistics service providers, as described in Chapter II, are rarely found as 

its own category in government regulation. Therefore, rather than facing differentiated 

regulatory requirements for entry, the companies are subjected to multiple entry 

requirements, depending on the type of services they plan to offer. The Asia-Pacific 

Economic Cooperation (APEC) publishes a directory listing of logistics regulators for its 

member economies. In the directory, 15 categories affecting door-to-door delivery are 

listed, including both regulations applicable to all logistics companies and more 

specialized permits and licenses. In the case of Thailand, a total of 13 different agencies 

can be identified, for Singapore, the number of agencies is seven, and for the Republic of 

Korea three.2 The role of the authority can vary from direct control to provision of 

information, but the figures suggest that the number of government agencies that the 

company needs to interact with may be considerable, particularly if special licenses are 

required. The operator has the responsibility for making sure that s/he is compliant with 

all relevant regulations, which can be time-consuming.    

 

To further illustrate the role of authorities for the industry, examples of regulation 

of entry are given in Table 3. 

                                                 
2 http://www.logistics.apec.org/  



 - 19 - 

Table 3. Examples of other regulation of entry 
Type of regulation Description Example 

Regulation on setting up a 
company 

In most countries, individuals looking 
to set up an enterprise need to register 
with the relevant authority by 
providing the appropriate company 
details, such as key employees and 
field of business, and in some cases to 
pay a registration fee.  

In Singapore, all businesses must register 
with the Accounting and Corporate 
Regulatory Authority, for a fee of S$65-$615 
depending on the business. 

Regulations relevant to 
setting up a trucking 
company 

In the Republic of Korea, a special permit is 
required for entering the trucking industry. 

Regulations relevant to 
MTOs 

In Thailand, based on the Multimodal 
Transport Act, companies looking to provide 
multimodal transport services need to register 
with the Marine Department, and are subject 
to a minimum capital requirement of SDR 
80,000.  

Registration as freight 
forwarder 

In some cases, separate registration is 
required for individuals who wish to 
engage in transport activities, or in a 
particular type of transport activity. 

In Sri Lanka, the Freight Forwarders and Non 
Vessel Operating Common Carriers 
(Licensing) Regulation states that companies 
intending to carry out freight forwarding or 
NVOCC activities need to register with the 
Director General of Merchant shipping. The 
minimum requirements for the registration 
vary depending on whether the company will 
be issuing documents of carriage, but include 
conditions on minimum capital, insurance 
and standard trading conditions. 

Regulation controlling 
factory activities 

The introduction of light 
manufacturing facilities may mean that 
the use of land classification of the 
company premises changes.  

Based on the Factory Act, companies in 
Thailand operating machines of more than 
five horse powers are classified as factories, 
and need to register with the Department of 
Industrial Works. The Department will issue 
the company an annual license after 
inspection of premises and confirmation of 
appropriate use of land.  

Warehouse regulations It may be necessary to register as a 
warehouse provider, in particular when 
dealing with dangerous goods or when 
establishing a bonded warehouse. 

In Singapore, all business premises need to 
be approved by the Urban Redevelopment 
Authority for the intended use. For logistics 
companies, the premises need to follow the 
60:40 rule, meaning that at least 60% of the 
gross floor area is to be used for industrial or 
warehouse activities (e.g. storage of goods), 
with the remaining 40% being used for 
offices and other support functions. 
 
In Thailand, a company wishing to set up a 
bonded warehouse needs to apply for 
permission with the Customs Department, 
and are subject to a security bond, bank 
guarantee and other requirements, as well as 
a yearly license fee. The criteria vary by the 
type of bonded warehouse to be established. 

Registration as customs 
broker 

For companies providing customs 
related services, it may be necessary to 
register with the customs.  

In Singapore, all entities engaged in import 
and export activities, or apply for related 
permits or certificates, need to be registered 
with Singapore Customs.  

Source: Based on industry and authority interviews, and http://www.enterpriseone.gov.sg/, 
http://www.customs.go.th, and http://www.customs.gov.sg.  
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Similarly to the government, the industry (i.e. national assocations) may have an 

interest in setting minimum requirements for its members, e.g. through minimum capital 

requirements. The aim of the regulation is the same as for the government, i.e. to confirm 

that the company is of appropriate standing. However, in some cases the conditions set by 

the association may be higher than those set by the government.3  This may be justified by 

the additional incentive of industry reputation. Controlling the quality of its members 

increases the credibility of the association, and hence has a shared benefit for the 

promotion of the industry. Reputation of the potential member may be confirmed by 

including requirements for references from current members, and an inspection at the 

premises of the applicant.   

 

Different entry requirements are not generally imposed for logistics service 

providers relative to applicants with a more traditional service offering. In some cases, 

such as the Singapore Logistics Association, information on the type of services provided 

is collected upon application. However, this data is used for information purposes only, 

for example to facilitate the distribution of information to potential customers. Additional 

regulation is not considered necessary, as the role of a national association is to support 

the development of services of their members and not to impose unnecessary controls. It 

is seen that additional value-added operations will be introduced by the companies as 

they build their capacity, and the feasibility of their offering is tested through commercial 

operations. This is particularly the case for those companies which start as a carrier or 

freight forwarder, and expand to become a logistics service provider. Because of the great 

significance placed on reputation, it was found unlikely that a rogue operator could 

launch a logistics service company from scratch.   

 

2. Regulation of operations 

 

Similarly to regulation of entry, operations of the logistics service providers may 

be controlled on a continuous basis by multiple authorities. At a basic level, this may 

                                                 
3 ESCAP (2011) Guidelines for Minimum Standards and Codes of Professional Conduct for Freight 
Forwarders, Non-Vessel Operating Common Carriers and Multimodal Transport Operators. 
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involve the annual (or otherwise) renewal of company registration or specific licenses. 

However, the company may also be required to report on specific aspects of its 

operations, depending on services provided, for example: 

 

• Vehicles: The fleet of the logistics service provider is subject to all relevant 

technical regulations such as vehicle dimensions and weight. The vehicles need to 

be appropriately registered. In Thailand, commercial vehicles in use have to be 

registered with Department for Land Transport annually; 

• Facilities: The facilities of the company, such as warehouses, need to be used for 

the purpose originally indicated to the authorities. Additionally, the facilities are 

subject to health and safety regulations, particularly for fire control; 

• Perishable goods: The authority in charge of food hygiene may have regular 

inspections at the premises to confirm the safety of the goods to consumer;  

• Dangerous goods: When dealing with dangerous goods, the company may 

require additional permits for their storage and transportation. For example, in 

Singapore a company wishing to deal with petrol products has to file for a license 

with the Singapore Civil Defence Force. A separate permission is required for 

transporting, storing and disposal of the goods. Additionally, the driver must be 

certified for transporting dangerous goods;4 

• Financial services: Companies offering financial services such as insurance 

brokering or inventory financing may be subject to regulation by the financial 

services authority; and  

• Labour: For some specific functions, such as customs brokering and transport of 

dangerous goods, the relevant personnel may need to be appropriately certified, 

and it is the company’s responsibility to ensure compliance.   

 

In addition to the compulsory regulation, many authorities in the region have 

introduced certification schemes which encourage companies to improve their operations. 

This certificate signals to the customer that the service provider has been vetted by the 

                                                 
4 http://www.scdf.gov.sg/content/scdf_internet/en/building-professionals/fire-safety-licensing-and-
enforcement/Petroleum-Storage-Tpt.html  
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government authorities and recognized as a company of good standing. By fulfilling the 

requirements set by the certification, the company can access benefits such as: 

 

• Decreased inspection rate; 

• Greater facilitation measures, such as expedited clearance or green lane treatment; 

• Priority when entering public facilities; 

• Dedicated officials working with the company; and  

• Priority status for other government schemes such as financial support.  

 

Schemes are generally run by a single authority, offering benefits to its clients which are 

relevant to the specific services of that authority. For example, the Customs Department 

of Thailand runs a Gold Card Scheme, which is aimed at exporters and importers of good 

track record and reliable background. Evaluation of companies is based on compliance 

records and financial statements. As benefits, Gold Card companies get access to “Green 

Lane” procedures, and faster processing of drawback claims and tax and duty 

compensation claims. At the same time, the Ministry of Commerce runs an Export 

Logistics Model Award, where companies are evaluated based on various aspects, such 

as their management systems, customer service and environmental measures. The 

awarded companies are promoted at Ministry events nationally and internationally as best 

practice in the industry.   

 

3. Implications of regulation 

  

 There are several disadvantages to the complex regulatory environment in which 

logistics service providers generally operate. Dealing with a range of authorities requires 

resources from the company, both in terms of time and finance. In addition to the time 

required for the actual regulatory procedures, the company also has to research the 

requirements specific to its operations to ensure that all relevant permits have been 

applied for. This can be particularly challenging for small and medium-sized enterprises 

(SMEs) with limited financial and personnel resources. For authorities, the duplication of 

regulatory information creates inefficiencies and may contribute to longer processing 
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times. At the same time, the likelihood of human error and conflicting information held 

by authorities may be higher. In some countries, a single window system has been 

implemented to reduce the regulatory burden on companies and to overcome barriers to 

efficient service delivery by authorities.  

 

While ensuring compliance may be time-consuming, some logistics service 

providers turn their knowledge and experience into a competitive advantage, for example 

by providing assistance to their clients to comply with relevant government regulations. 

In particular, providing advice on customs procedures is a growing field of service. Due 

to the increasing complexity of supply chains, the international expertise of logistics 

service providers relating to domestic and foreign authorities can be turned into a value-

added service.  

 

For the control authorities, regulation and monitoring of activities can also be 

used as a source of information. Singapore Customs is using registration data to identify 

problem areas and plan outreach activities, directed at either individual companies or the 

wider industry.  This process of monitoring can therefore help the industry to improve its 

capabilities and address problem areas. In the future, the system may be developed to 

include tailorized information bulletins and other functions.  

 

B. Liability Issues 

 

Offering a wider range of services expands the responsibilities the company in 

question accepts. While the company remains subject to traditional risks, such as risk of 

damage in handling or the cost of wrong delivery, new services expand the range of risks 

the company is exposed to. This is particularly the case when the logistics service 

provider integrates into the customer supply chain and starts overseeing the operations in 

a more comprehensive way.  The introduction of more and more customized services also 

involves the company in contracts which may be increasingly non-standardized, 

introducing a new complexity to risk analysis.   
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When carrying out a transport contract, the responsibility of getting the goods 

from places A to B can be easily defined. When more services are introduced, this 

increases the number of steps the company takes before final release of goods from its 

responsibility. One can, for example, compare the processes of transporting furniture 

from the warehouse to the store with a setting where a logistics service provider 

assembles the furniture at its warehouse based on store demand. Compared to simple 

transport, it now has to take on the risks associated with the supply of each furniture part 

and possible delays in assembly, which will impact the delivery of the final product to the 

store.  Each added step increases the risk of delays in delivery or non-delivery, which can 

result in contractual penalties and additional costs for the logistics service provider. As 

the failure to reach any milepost will have a knock-off effect on the following steps, the 

issue of transit time becomes a greater risk factor.   

 

 Additionally, there is always a risk of damage of the goods. This risk is also 

present in transport operations, but is more limited in complexity and duration. 

Particularly in cases when the logistics service provider takes over some procurement 

functions, or offers collateral management, it accepts responsibility over the control of 

the goods for a longer time. Incidents can occur during this time which damage the goods. 

There may also be significant amounts of money tied to the goods before payment by 

client. In addition to a possibility of accident, the company faces increased risk of non-

payment in case of client bankruptcy or financial difficulties.  

 

When taking responsibility for an increasing number of steps in the supply chain, 

the logistics service provider generally also controls a larger number of subcontractors. 

As the lead service provider, the company accepts responsibility for not only its own 

performance, but also the performance of the companies it employs. Therefore its risk 

also increases, as non-delivery by any company in the supply chain will have an impact 

on overall delivery of the lead service provider. 

 

When providing advisory services to the customer, or acting on its behalf, the 

logistics service provider becomes more involved with the business decisions made by its 
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clients. If the client accepts the advice given, there is a risk that the logistics service 

provider is seen as responsible for any unfavourable outcome. In most cases, however, it 

is accepted by clients that the responsibility for accepting the advice remains with the 

client. 

 

Knowing its liabilities enhances a company’s ability to manage risk, and avoid 

costly incidents. The incidents which cannot be eliminated can be insured against. Risk 

management is in fact also management of the insurance premium. Insurance is a cost to 

the company, which is partly built into the pricing of services provided. As insurance 

costs are to some extent passed on to the customer, risk management has direct 

implications on the price competitiveness of the services provided.  

 
C. Difficulties in Unifying Standards 

 
Unification of standards has benefits to the consumer in terms of providing a 

guarantee that the services provided can be expected to be of a certain standard. At the 

same time, it can provide support for the service provider by clearly indicating 

expectations and formalizing industry practices. The main method for setting industry 

standards is the use of standard trading conditions drawn together by the national industry 

association. Within a company, standard operating procedures can be used to formalize 

practices in service delivery.  

 
1. Standard trading conditions 

 

For an individual company the main means of managing risk is the contract, 

which provides the basis for the commercial arrangement.  It is therefore important for 

the contract to be as comprehensive as possible to cover all potential situations of conflict 

and to clearly indicate the limits of responsibility for both parties. Many national 

associations have produced standard trading conditions which they recommend for use by 

their members.  
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The use of standard trading conditions reduces the cost of doing business by 

reducing time spent on negotiating contracts on standard services. As services become 

more customized, it becomes increasingly difficult to provide services within the context 

of standard trading conditions. The two parties therefore need to enter more extensive 

negotiations to determine their roles and responsibilities. At this stage, the market 

environment and customer relationship can significantly impact the outcome and  relative 

bargaining positions of the two parties. In particular in countries where such services are 

less developed, and only a few large customers exist, it can become difficult for the 

service provider to reach a favourable agreement. This is also the case when entering a 

relatively new type of service where the company does not have a strong track record, or 

when negotiating with new clients.   

 

To some extent, common terms and conditions can improve the bargaining 

position of the company. While they are unlikely to be accepted by the client in their 

totality, they offer a starting point, which clarifies the industry position and offers advice 

on best practice. The challenge of drawing such standard conditions is the range of 

services provided by logistics service providers. To be useful, the clauses need to give 

clear enough provisions, but at the same time maintain flexibility to take into account the 

differences between individual contracts. Some associations, such as the Singapore 

Logistics Association, choose to construct the standard trading conditions in a way that 

separates the different roles, so that the applicable sections can be identified easily. In 

addition to the general conditions, the standard trading conditions also specify different 

conditions for cases where the company acts as an agent and where the company acts as a 

principal. While there is still potential for many differing service offerings, the distinction 

already provides some guidance.  

 

A particular challenge is setting the limits of liability and insurance 

responsibilities. Traditionally liability has been expressed as a value per weight unit. This 

is no longer practical as services become more complex. Also as the logistics service 

provider integrates with the supply chain, it becomes more difficult to determine what the 
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product is considered to be.  The same factors also complicate setting up minimum 

standards for liability insurance.   

 
2. Standard operating procedures 

 

Many risks can be reduced by trying to eliminate human errors and putting in 

place adequate quality assurance processes. Many companies find it useful to put  

standard operating procedures in place to formalize the way services are provided. A 

separate standard operating procedure can be developed for various parts of the business, 

including administration, according to business needs and structure. The standard 

operating procedures are often developed by the management team in cooperation with 

the operative staff to ensure overall consistency and practical usefulness. They are 

working documents, with details reviewed at regular intervals.  

 

Standard operating procedures are often required by both clients and control 

authorities as evidence of sound management in many industries. For logistics service 

providers which frequently use subcontractors, standard operating procedures can greatly 

facilitate processes. When acting as lead logistics service provider, a company is 

responsible for the overall performance of the supply chain process, even when several 

companies are involved. Differing standards can create inconsistencies and expose the 

lead company to unnecessary risks. The quality of subcontractors is evaluated at the point 

of engaging them to commercial operations and assessed throughout commercial 

relationships.  On top of this, sharing standard operating procedures with subcontractors 

in advance can clarify expectations and reduce the need to learn through trial and error. 

The lead provider can also provide training and other support to their subcontractors to 

ensure adherence to the required standards.    

 

The disadvantage is that with highly customized services, standard operating 

procedures potentially need to be drawn separately for every contract. While some 

administrative procedures may be the same, the operation of the supply chain, or the parts 

under the responsibility of the logistics service provider, can vary significantly. 
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Additionally, it may be necessary for the logistics service provider to adjust to the 

operating procedures of the customer when integrating with their supply chain.  

 

3. Small and medium-sized enterprises (SMEs) 

 

 The limited possibilities for standardized conditions may have an impact on small 

and medium-sized enterprises (SMEs) in particular. Services such as supply chain 

management are often requested by large multinational companies, who cooperate with 

larger scale logistics service providers. As lead service providers they may then outsource 

some of the services to subcontractors, which can be much smaller firms. Therefore small 

companies may face difficulties in developing their services and gain access to clients 

requiring supply chain solutions. They also have limited resources for contract 

negotiations, and larger logistics service providers can push down prices of their 

subcontracts by using several subcontractors. In the Republic of Korea, legislation is 

planned to protect the position of smaller companies in trucking whereby standard freight 

fares may be introduced, and limitations can be imposed on the proportion of trucking 

that can be outsourced as well as on the number of subcontractors.  


