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Abstract. Outsourcing services widespread in developed countries, have been used in the
economic market of the Republic of Azerbaijan in recent years, mainly in the fields of accounting,
human resources, marketing, information technology and logistics. Our previous study on
"Logistics in the transport complex of the Republic of Azerbaijan”, based on 11 criteria for the
development of logistics outsourcing, concluded that the lack of trust between companies and their
desire to maintain control in most areas is one of the reasons for poor development of logistics
outsourcing. The new article discusses the new criteria developed by us in addition to the existing
criteria in the literature to assess the existing concerns of companies before concluding a mutual
agreement in the field of outsourcing and to conduct internal and external evaluations of logistics
outsourcing services. Considering that the criteria given in the literature do not fully cover the
internal evaluation of logistics outsourcing services, an additional risk assessment criterion was
proposed by us. In addition to the criteria given in the literature, two other criteria was developed by
us in the external evaluation of logistics outsourcing services, which reflect the capacity of logistics
providers and tracking of vehicles in use. The problem of unreliability and mistrust between
companies and enterprises will be solved to some extent by making the optimal decisions through
the new method discussed in this article.

Key words: logistics, outsourcing, economics, transport logistics, 3PL, 4PL, evaluation
method, logistics management.

AHHOTalUsl. YCIYI'H ayTCOPCHHIa, IIMPOKO paclpOCTpaHEHHbIE B Pa3BUTHIX CTpaHAX, B
MoCJeTHUE TOAbl MCHOJB3YIOTCS Ha SKOHOMUYECKOM pBIHKE A3epOaipkaHckoil PecryOnmku, B
OCHOBHOM B 00JacTM OyXrajaTepcKkoro ydera, VIpaBlICHUS MEPCOHAIOM, MAapKEeTHHTa,
MHGOPMAIIMOHHBIX TEXHOJOTUH M JorucTuku. Hamne mnpenpinymiee uccieoBaHHE Ha TeMy
"JlorucTuka B TpaHCIOPTHOM KoMIuiekce AszepOaimkanckoil PecnyOnuku', ocHoBanHOe Ha 11
KPUTEPUSIX PA3BUTHUS JIOTHCTUYECKOTO ayTCOPCHHIA, IOKAa3ajl0, YTO OTCYTCTBHE JOBEPUS MEXKIY
KOMIIaHUSIMU U MX JKeJJaHHe COXPAaHWUTh KOHTPOJIb B OOJBIIMHCTBE OOJacTel sIBISETCS OJAHOW U3
IPUYUH CJIA00Tr0 Pa3BUTHS JOTMCTHYECKOr0 ayTCOpcHHTa. B HOBOMW cTaThe 00CYX Ial0TCs HOBBIE
KpUTEpUHU, pa3pabOTaHHbIE HAMU B JIOTIOJHEHHME K CYIIECTBYIOLIUM KPUTEpPHUSAM B JHUTEpaType AJs
OLIEHKH CYIIECTBYIOIIMX MpOOJIeM KOMIAHWW Mepe] 3aKIIOUYeHHEM B3aUMHOIO COTJIAIICHUS B
o0JacT ayTCOpCHHTa U Ui MPOBEACHUS! BHYTPEHHUX U BHEIIHUX OL[EHOK YCIYT JIOTMCTUYECKOTO
ayTCOpCUHIa. YUYMTBHIBass, UYTO KPUTEPHUM, NPUBEIEHHBIE B JINTEpPAType, HE B IIOJHOM Mepe
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OXBAaTBIBAIOT BHYTPEHHIOIO OIICHKY YCIYT' JIOTHCTUYECKOIO ayTCOPCHHIA, HaMHU ObUT MPEUIOKEH
JOTIOJIHATENIbHBIA KPUTEPUN OLIEHKM PHUCKOB. B [OMOIHEHHME K KpUTEpHsM, NPUBEACHHBIM B
auTeparype, ABa APYTUX KpUTepusl ObUIM pa3pa0oTaHbl HaMM IPHU BHEIIHEH OLEHKE YCIYT
JIOTUCTHUYECKOIO0 ayTCOPCHHIA, KOTOpBIE OTPAKAIOT BO3MOXKHOCTH ITOCTABILIMKOB JIOTHCTUYECKUX
yCIYr W OTCIIC)KMBAHUE MCIIONB3YEMbIX TPAHCIOPTHBIX cpeAcTB. lIpo0GiemMa HEHAAEKHOCTH U
HE0BEepUsl MEXAY KOMIAHUSIMU M NPEINpUATHSIMU OyleT B HEKOTOPOMl CTENEHHU pelleHa IyTeM
MPUHATHUS ONTHUMAIBHBIX PEIICHUH C TOMOIIBI0 HOBOTO METO/1a, 00CYKIaeMOro B 3TOM CTaThe.

KiroueBble c¢Jji0Ba: JIOTMCTHKA, ayTCOPCHUHI, SKOHOMMKA, TPAHCIIOPTHas Jorucrtuka, 3PL,
4PL, MeTOJ1 OLIEHKH, YIIPaBJIEHUE JIOTUCTUKOM.

AngaTna. J[ampiFan ennepae KeHIHCH TapaliFaH ayTCOPCHHT KbI3METTEepPl COHFBI JKbUITAphI
O3ipbaibkan PecryOnuKachIHBIH DKOHOMHUKAJBIK HApPBIFBIHIA, HETI3IHEH OYyXTalTepiiK ecell,
nepcoHan bl 0ackapy, MapKeTHHT, AKNApaTTHIK TEXHOJOTHsUIAD JKOHE JIOTUCTHKA CajachlHIa
KOJJaHbuiafbpl. JIOTMCTHKANBIK ayTCOPCUHITI JAaMbITYyAblH 11  KputepuiiiHe Herizaeiarex
"O3epOaibkan PecrmyOnuKachiHBIH KoJik KemieHinaeri Jloructuka" TaKbIphIOBIHIAFE  O1311H
QIJBIHFBl 3€PTTEYIMI3 KOMITAHUAJAP apachIHJIAFbl CEHIMHIH OONMaybl >KOHE OJapiblH KONTEereH
canayap/a OaKplIayabl CaKTal KalxyFa JereH YMTBUIBICH JIOTUCTHKAIIBIK ayTCOPCHUHTITIH 9JICi3 Jamy
cebenrepiniy Oipi Gombill TaObUIATHIHBIH KepceTTi. JKaHa Makanaja ayTCOPCHUHT OOWBIHINA e3apa
KeJiciM jkacamac OYpBIH JKOHE JIOTHMCTHUKAIBIK ayTCOPCHHI KBI3METTEpiHe iIIKi JKOHE CBHIPTKBI
Oaranay >Kyprizy YyIIiH 91e0HeTTep/Aeri KOJNJIaHbICTaFrbl KpUTEpHiliepre KochiMIia 0i3 jkacaraH
KaHa KpUTEpUIIEp TalKbUIaHAAbl. ©ONEOHeTTepAe KENTIPUITeH KPUTEPUIIEep JIOTHMCTUKAIBIK
ayTCOPCUHT KbI3METTEpiH 1mIKi Oaramayabl TOJNBIK KaMTHIMAWTBIHBIH €CKEpEe OTBIPhIN, 013
TOyeKenaepai OaranayibplH KOCHIMIIA KPUTEPUHIH YCBHIHIBIK. OACOMETTEpAC KENTiplIreH
KpuTepuiinepaeH O0acka, 013 JOTUCTHKAIBIK ayTCOPCUHT KBI3METTEPIH CBIPTKbI Oaranay Ke3iHe
JOTHCTUKAJBIK KBI3MET KOPCETYIIUICpAIH MYMKIHIIKTepiH JKOHE MaialaHbUIFaH  KeJiK
KypalnjapblH OaKbUlaylbl KepCeTeTiH Oacka ekl KpuTepuiial >kacaablk. Kommanusiiap MeH
KOCIMOPBIHAAP apachblHAAFbl CEHIMCI3IIK MEH CEHIMCI3IK MAcesiecl OChl MaKajliaja TaJKblJIaHFaH
’KaHa oJliC apKbUIbl OHTANIBI IIEIIIM KaObu1Iay apKbUIbl Oesrii O6ip Aopekee menliieai.

TyiiiH ce3aep: JOrUCcTHKA, AyTCOPCUHT, SKOHOMHUKA, Kok jJoructukacsl, 3PL, 4PL, Garanay
o1ici, JOTUCTUKAHBI OacKapy.

Outsourcing is an area of focus for many researchers around the world. They have studied the
effectiveness of outsourcing, application methods and other aspects of implementation of
outsourcing in different fields. An example of this is the research conducted by the Irish expert
D.Terna on the application of outsourcing in financial matters. The author interviewed twenty
experts and, based on their opinions, assessed the attitude of entrepreneurs to outsourcing and the
prevalence of this service [1]. Another European expert, S. Luttringhaus, a professor at Darmstand
Technical University, analyzed the technical and financial problems of this field by applying the
outsourcing service to one enterprise [2]. Researchers from the University of Alcante in Spain, R.
Gonzales and J. Gasco, analyzed the application of outsourcing to information technology in their
research [3]. A number of studies have also been conducted about outsourcing by us in Azerbaijan.
Our research using the expert method revealed that logistics outsourcing services are relatively
poorly developed in the transport complex of the Republic of Azerbaijan [4]. According to experts,
many local companies have their own warehousing network, transport, and "natural” logistics
facilities, they don’t have intention of leaving them although they have the ability to reduce direct
production or sales costs. Therefore, they don’t rely on transferring the majority of logistics to the
foreign logistics intermediaries in addition, experts who point out that the market of logistics
intermediaries providing high level services at a reasonable price is relatively limited was
highlighting the great development of logistics in the Republic of Azerbaijan, according to the
decree of December 6, 2016 “Strategic Roadmap for Logistics and Trade Development” [5]. What
are the reasons for the low prevalence of outsourcing in the Azerbaijani economic market? If we
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summarize the opinions of experts, we can conclude that companies do not trust logistics providers
enough in terms of providing logistics services.

Objective. To overcome this "unreliability”, even if they trust each other, companies need to
study and evaluate the service potential and quality of service of logistics providers who want to
contract with them to provide outsourcing services. At the same time, companies need to identify
and evaluate their areas of activity and make optimal decisions by comparing the proposals of
logistics providers. Based on this assessment, companies will be able to identify their weaknesses,
as well as providers that offer professional services in this area. As the famous saying goes,
"Everyone must do what he knows best." One of the biggest mistakes made by many companies is
that they focus on secondary activities rather than on core activities that prevent them from
achieving high quality and low costs [6].

Of course, all of this requires a valuation method that companies will use. Below Turkish
researcher O. Yilmaz's research on "Outsourcing in businesses and effects on business
performance” outlined the criteria for internal and external evaluations (in terms of the company's
key areas, costs, risks) [7]. However, we think that these criteria are not enough for companies to
make an optimal decision on cooperation in the field of logistics outsourcing. To this end, we have
developed a new method by adding two more criteria that concern companies - "freight tracking”
and "providers' carrying capacity".

Methodology. As mentioned above, companies must evaluate internal and external
assessments before deciding to use outsourcing services. Internal assessment consists of the
following steps:

1. Assessment of key skills and experience.

The basic skills of the enterprise are the most important area of the company. But can
companies do enough? Do they have enough experienced and qualified staff to do this? Forthe
evaluation of experience, the management of the enterprise should prepare a list ofexperienced staff
with consideration of the qualifications, work experience, professional diplomas and certificates of
the employees. The practice criterion of the company is then determined by the following
statement:

Ne
N, = Feom

Here, Ne denotes the number of experienced workers, Ny is the total number of workers, and
Pcom IS the criterion for practice of company.

The practice criterion is rated from 0 <1. When the result is 1, the number of experienced
employees is maximum and 0 is the minimum. A score of more than 0.5 is considered effective [7].
2. Expense estimation.

At this stage it is necessary to identify areas that are more labor intensive and costly than the
core and supporting activities of the enterprise. Then, by determining the monthly total expenditure
and expenditure on that area, the expense criteria are determined based on the following

statement:
E

E_’Z = Ecom

Here, Ea is the expense of the being evaluated area, E: is the total expense, and Ecom iSthe
expense criterion of company.

The expense criterion ranges from 0 <1. The desired result for enterprises is close to 0[7].

3. Quality assessment.

At this stage, to determine the level of service provided by the enterprise, the total number of
work done during a given period, as well as complaints (negative feedback, troubled
relationships) should be determined. The quality criterion is then determined based on the
following statement:
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N¢
Ns - Qcom

Here, N¢ denotes the number of complaints, Ns is the total number of services provided (in
numbers), and Qcom is the quality criterion of company.

The quality criterion ranges from 0 <1. The result is close to 1, which is a very negative
indicator for the enterprise.

Additionally we also propose risk assessments, assuming that the three criteria mentioned in
the literature above do not fully cover the internal evaluation of logistics outsourcing services. Of
course, safety is one of the most important factors when it comes to transportation. For this reason,
it is important to assess safety and risks in transportation.

4. Risk Assessment.

At this stage, the number of accidents and errors made during a certain period of operation of
the enterprise is determined. The risk criterion is then calculated based on the following
statement:

N,
FZ = Reom

Here, Na denotes the number of accidents, errors, Ns represents the total number of
logistics services rendered, and Rcom represents the risk criteria of company.

The risk criterion is rated from 0 <1. The result is close to 1 is considered too
dangerous for the enterprise.

Based on the four-step evaluation in accordance with the above four criteria, enterprises can
determine the use of outsourcing in which area will be useful. Of course, these are areas where they
are less experienced, more prone to mistakes, more costly, and more riskful.

After these stages, the right choice of service providers, that is, external appraisal, becomes
actual. Naturally, every enterprise desires a optimal, reliable, experienced cooperation. But how can
you trust the service providers? What are the benefits of cooperation? In order to answer such
questions, enterprises should also conduct an external evaluation. Unlike internal evaluation in the
literature, a four-stage evaluation for external evaluation is offered:

1. Evaluation of service providers.

At this stage, a survey method can be used to evaluate the service provider. Thefactors
listed below in the questionnaire are assessed in the range of 0-10 points.

- Company recognition;

- Activity duration of company;

- The number of experienced employees in the field of activity;

- Repeated and new customers of the Company (number, name, etc. of the otherpartner
organizations);

- Financial capabilities of the Company;

- Techniques and systems that are owned;

- Open communication opportunities (intensity of responding to clients’requests, breadth of
communication facilities);

After the questionnaire has been compiled, the service provider's experience criteria is
determined based on the following statement:

2 Py
n
Here, Ps represents the points given to the factors, n is the number of factors, and Ppro denotes
the experience criteria of service providers [7].
High criteria of experience is a desirable result in the first stage of provider selection.
However, this is not an indicator sufficient to sign an outsourcing contract. For this reason, it is
essential that the service providers are financially viable.

= Ppro
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2. Expense estimation.
At this stage, the expense criterion is determined by the ratio of service provider’s services

cost to the total costs of the company:
Eap

E_tp = Epro

Here, Eap is the price for service, Ey is the total expenses, and Epro is the expense criterion of
providers.

The expense criterion ranges from 0 <1, and enterprises are trying to get the result closer to 0.
But, in assessing costs it is necessary to take into account not only the cost of the service, but also
the quantity and quality of the proposed works in return for the funds. Forthis reason, sometimes
companies are interested in partnering with providers even if it is Eap> Egp [7].
3. Assessment of service quality.

At this stage, to determine the level of service provided by the service provider, it is necessary
to determine the total amount of work done during a given period, as well as the number of
complaints (negative feedback, troublesome relationships). The quality criterion is then determined

based on the following statement:

N¢p

Ngp

Here, N¢p refers to the number of complaints, Ns, - the total number of services
provided (in numbers), and Qpro - the quality criteria of providers.

The quality criterion ranges from 0<1. The result is close to 0, is what enterprisesexpect
from their service providers. As noted in the internal assessment, the risk factor in transport is
also important forexternal evaluation [7].

4. Risk Assessment.

At this stage, the number of crashes and errors that have occurred during a certainperiod

of service provider's activity is determined and the risk criterion is determined based on the

following statement:

= Qpro

Ngp

Ngp

Here, Nap refers to the number of accidents, errors, Nsp - the total number of services
provided, and Rpro - the risk criterion of providers. The risk criterion is rated in the range of 0 <1.

Of course, companies require guaranteed service from a service provider in terms of
reliability. That’s why risk criterion is SO important.

It is important to note that, in addition to the above-mentioned criteria, companieswant to
ensure that the shipments are delivered accurately and on time, and that they are always aware of
the goods. For this reason, in addition to the external evaluation criteria shown in the literature, we
offer two more criteria:

a) Criteria for calculating carrying capacity;
b) Criteria for tracing loads.

Findings
5. Calculation of carrying capacity.

The following expression was prepared by us to describe the carrying capacity.

XT Ly

= Rpro

=C

n
Here, Ly represents the load factor of a vehicle of logistics provider (t/km), n represents the
number of flights operated by the vehicle (in numbers), and C represents the average utilization
coefficient of carrying capacity.
C criterion is an indicator of carrying capacity of the company to offer logistical outsourcing
services. It will have some sort of answer to the question of whether opposite side can meet demand

53



A3aMaTTBIK aBUAIUS aKaIEMUSCHIHBIH XKaPIIBIChI Ne2(25)2022

for transportation. C is rated in the range of 0 <0,5 <1. If Q <0.5 is considered effective, this result
is a desirable indicator for companies. If C coefficient is rated in the range of 0,5<1 logistics
provider is considered to be partially overloaded and it is supposet for the logistics provider not to
fully meet the needs of new costumers for transportation.

6. The degree of tracking of freight.

It is well known that one of the most worrying issues for freight owners is their desire to be
aware of where their luggage is. That is, tracking their luggage. Of course, freight tracking is very
important in terms of business planning and pre-load preparation for cargo operations. Therefore,
the issue of tracking freight in modern transportation is at the forefront of the list of criteria required
by logistics providers. To determine the degree of traceability of

freight we offer the following statement:

Here, Nu represents the number of trackable vehicles that can be used by the logistical
provider, N: the total number of vehicles used by the logistics provider, and T - the criteria forthe
tracking of cargo.

Tracking criterion is rated in the range of 0 <1. Of course, the coefficient T is close to 1, so
that the number of trackable vehicles is desirable for enterprises.

The results obtained after all the evaluation stages allow you to select the right provider.
However, it should be noted that before the decision to cooperate with the providers, the results of
internal and external evaluations must be met. In order to simplify the process, we have compiled an
indicator table in Microsoft Excel that has been developed by using a correlation method. (Figure
1). This table is designed with a simple comparison function. Thus, it logically compares the results
of internal and external evaluations and shows "appropriate” or "inappropriate™ signs in the
indicator column.

This table consists of four parts:

» Comparable criteria;

> Internal assessment results;

» Results of external evaluation;

> Indicator of conformity.

Internal External | Indicators of

Ne Comparable factors
E assessment assessment conformity

1 |Assessment of key skills and experience 0,50 0,70

2 |Cost estimation 0,25 | 0,30

3 |Quality assessment 0,35 I 0,23

1 |Risk assessment 0,27 0,11

5 |Calculation of carrying capacity 0,30
6 |Calculation of freight tracking rate 1,00
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Figure 1. Comparison table of results |

In the first image conditional numbers have been added for the sample. If results are taken
into account, we can see that the conformity indicator has made “eligible” statements incriteria 1, 3,
4, 5, and 6, and “inadequate” in criterion 2. Indicator variables vary according to internal and
external evaluation of factors. Thus, it is easy to compare the results by entering the results in the
table of indicators. If most of the results of this comparison are "appropriate”, cooperation between
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logistics outsourcing companies can be considered successful. As a result, as mentioned in the
beginning of the article, the problem of mistrust and distrust between companies and enterprises,
which is one of the reasons for the relativelyweak development of outsourcing in the Azerbaijani
economic market, will be solved by the right method by making the right decisions. With this new
method, companies will be able to identify areas where they are inexperienced, require more cost
and risk, and will be able to choose the optimal logistics providers.

Conclusions. The economic reforms in the country and the creation of a transparent business
environment for entrepreneurs as a result of the serious fight against monopoly will affect the
underdeveloped sectors of the Azerbaijani economy. Successful political and economic reforms,
adopted strategic roadmap create favorable conditions for the study of world experience in logistics
outsourcing, promotion of 3PL service providers and access of 4PL providers to the market. As
outsourcing services model widely used in modern management, are widely used today in
developed countries of the world recently also in the Azerbaijan economy we can observe the
transfer of business processes management to the third party, such as a plenty of creation of the
following enterprises “YOM Logistics Azerbaijan”, Baku Logistics Centre”, “Business Service
Centre” [8]. The method presented by us will not only provide the necessary resources for
enterprises that want to use outsourcing services, but will also contribute to the development of
logistics outsourcing services in the Azerbaijani economy.
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