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I’m Nick Luni,
My family has been in warehousing and
distribution for three generations. I’ve been in
the moving business all my life. Logistics is in
my blood.
I’ve pulled together my knowledge and
experience to give you some tips about how
to choose the best logistics solution for your
business.
As Director of Sales and Marketing at Allstate
Moving Systems, I’ve helped our clients/
customers make wise decisions about
warehousing and distribution for years. This
position paper outlines your choices, and the
pros and cons of keeping it all in-house or
outsourcing.
I will share with you the ins and outs of using
a Third Party Logistics provider. The good, the
bad, and some proven solutions you may have
never thought about.
When you’re done, let me know what
you think.
Call me at 800.897-6683 or click here to
contact one of our helpful representatives.
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Introduction
Whether you are looking to enter a new market or are looking
to improve and expand your services within an existing
market, the decision to insource or outsource warehousing is
critical to your business.
With the pressure to serve your customers faster and at a
lower cost, you need a good strategy and clear focus on
execution.
This white paper will look at both the advantages and
disadvantages of insourcing and outsourcing (or using a blend
of the two) and offers best practices, pitfalls to avoid, and a
case study to help you navigate the process.
For many companies, the decision to keep their product
inventory and distribution processes in-house is the best
choice. That said, for most companies, you will experience
a huge amount of savings and other advantages from
outsourcing warehousing and distribution.
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For some companies, outsourcing it all is the
solution. They simply are not in the position to
manage warehousing and distribution internally.
This paper attempts to give a framework to help you
make your decision and tips to make either decision
go smoothly.

In addition, you will discover ways to evaluate and
manage outsourced 3PL (Third-Party Logistics)
providers and to find partners that can provide
a service that improves your speed to market,
your customer service, and inventory turn rate
– which will, ultimately, improve your return on
investment (ROI).

The In-source Overview
Companies choose in-sourcing to streamline planning and forecasting, implement lean cost control, and to
manage physical locations and distribution.
First, let’s look at some reasons to remain in-house.

Reasons to In-Source
CONTROL
Control is the most often cited reason to keep warehousing and distribution
in-house. In-house you maintain your own storage and distribution facilities as
well as your workforce and you are more able to define processes. When you
remain in-house, you have direct oversight and physical control of the inventory
and staff. Your data is often more real-time and immediately actionable.
CONFIDENCE
Because you have more control or perceived control when you insource, your
customers and other internal and external stakeholders often have a higher
comfort level. They can hold you and your company completely accountable and
they only have one organization to worry about. This offers considerable value
when you have long-term contracts with demanding clients and customers.
SPECIALIZATION
For companies with specific requirements, warehouses require highly specific
equipment and staff-training to operate. Sometimes storage facilities may need to
be custom designed. Also, when your company performs value-add activities to
products, keeping inventory in-house can be more manageable than outsourcing.
FLEXIBILITY
Often working with a 3PL provider may require a long-term contract (more on
that later) and requires significant overhead in teaching and managing the vendor
about your business and your clients. It can be hard for a vendor to be as nimble
as you can be internally.
YOU HAVE MORE TIME THAN MONEY
A business that has cash flow issues may manage cash best by keeping logistics
in-house. Consider whether you have more staff time to spend than money.
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TAX INCENTIVES
Some states offer tax incentives to businesses that locate operations and provide
jobs there.
Now let’s look at some of the problems you can face when you keep your warehousing and
distribution in-house.

Potential Drawbacks to In-House Logistics
INITIAL INVESTMENT
If your business does not have a lot of liquid capital to work with, it may not be
best to insource. The capital for creating and maintaining warehouse and distribution services is significant. Renting or buying a space, insurance, equipment,
and extra salaries are all expenditures necessary with in-sourcing and this only
accounts for a small portion of all associated expenses with in-sourcing. For a full
list of additional expenses to consider, please see Appendix 1. By outsourcing,
you avoid these upfront costs. Often available capital answers the age-old question of Rent vs. Buy.
REGULATIONS
Compliance to health and safety regulations can become an administrative
nightmare. These requirements can be complex. It can be time consuming and
expensive to achieve and maintain these standards and to develop a subject
matter expert in-house. A 3PL provider has met and will continue to meet these
regulations, so you don’t have to.
LEARNING CURVE
As with any new business operation, there’s a learning curve. While it is possible
to implement a great warehouse and distribution process for your company, it
will most likely take time to operate at the same capacity of a 3PL provider. If
resources and focus are concentrated on this aspect of business, you may be
neglecting your core operation. This can hinder your overall growth and profit.
You also risk being responsible for and having to correct any errors and being
liable for any issue that may arise like injury, lawsuits, theft, etc.
WASTED SPACE
Whether renting or buying space, the cost for warehousing your inventory is
significant. It’s not easy to adjust based on the current inventory when doing this
yourself. If space goes unused, the price may not be worth what you are paying.
If your storage needs exceed the available warehouse space, you are left with
having to find another warehouse.
A common mistake companies make when calculating space requirements and
the associated cost is not accounting for aisle space. As a rule of thumb, unusable
aisle space accounts for 25% of a well laid out warehouse.
If you do decide to keep things in-house, you need to focus on some key objectives.
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Best Practices for In-House
In-house logistics has many moving parts. As your business grows, you’ll need to ensure that you manage the
key elements of logistics for continued business success.
Core elements of lucrative in-house management are key to getting your products to the right place, on-time,
while minimizing risk.
 Keep products moving. Products sitting
in a warehouse take up space and don’t
improve ROI.
 Implement lean logistics / supply chain
management. Minimize waste and increase
supply performance.
 Improve supplier performance. Deliver quality
items with accuracy and in a timely manner.
 Compress cycle time. Minimize the time
between the request for a product and
delivery of goods.

 Utilize meaningful metrics. Use the metrics
that mean the most: order delivery complete,
accurate and on time. Monitor days of
inventory on hand and cycle time.
 Segment the supply chain. Segment supply
chain according to goods for lean logistics.
Focus performance on where it is most
beneficial.
 Employ supply chain technology. Provide
visibility throughout the supply chain cycle.
Manage the key issues from customer
purchase through delivery.

 Maximize inventory yield. Combine
sustainable maximum pricing with the shortest
delivery window.

As you can see, In-house supply chain management is a comprehensive component to any business that
requires management and ongoing monitoring for efficient and effective delivery.
Let’s look at outsourcing and how it can relieve that pressure on your business.

The Outsource Overview
You’ve seen how managing in-house can be rewarding or
challenging. Now let’s look at outsourcing.
Outsourcing to a third party can take away the complications
of in-house logistics. These service companies manage
services like warehousing, transportation, order fulfillment,
delivery and other operations.
Before you decide, examine the problems that can arise and
then the solution benefits. This time, let’s start with some
potential roadblocks to outsourcing.
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Potential Drawbacks With Outsource
STICKER SHOCK
The recurring cost of outsourcing may be a reason some stay away from
outsourcing. Adding up the costs a third party will charge you may surprise you.
The cost may appear high at first, but keep in mind that a 3PL provider rates
include all charges.
PICKING A PROVIDER
Selecting and managing a warehousing and distribution vendor can come with
significant overhead. The process of a vendor bake-off (researching and evaluating different providers and the process by which your organization chooses your
partner) can be lengthy and costly.
RETURNS
If a third party is in control of your inventory they may be the ones deciding
whether or not a returned item is fit for resale. You may miss feedback on items if
this process is through a third party and not managed by you.
TRUSTING A THIRD PARTY
By outsourcing, you are trusting another business to carry out your expectations
for a long period. You are reliant on the company even if they have financial issues
or if the company shifts in values, management, etc.
COMMUNICATION
Communication needs to be crystal clear when working with another company
handling a big part of your business. You want to be able to reach them when
necessary and make sure everything is interpreted and carried out in the way
you expect.
So, with all those reasons not to outsource, why outsource? Because with due diligence, a fair deal, strong
communication, and solid oversite, all those issues can be overcome.
Let’s talk about the good parts of outsourcing.

Reasons to Outsource
SCALE
A 3PL provider has the flexibility to scale to your needs. Your inventory and distribution demands will naturally fluctuate over the year. Rather than getting stuck in
long-term leases, some 3PL provider offer, or will allow you to negotiate, monthto-month options. Rather than overspending or potentially being under prepared,
let a third party accommodate your needs. A 3PL provider will make sure the
demand is adequately fulfilled, without the guesswork or unnecessary expenditure. A 3PL provider will accommodate you and your business at every stage.
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NO STAFF
Hiring and managing to fulfill your own logistic needs is no small task.
Outsourcing your work releases that responsibility as well as the risks involved
with staff and employees.
YOUR TEAM’S CAPACITY
When order fulfillment takes away from your main business focus of growth, it
may be time to start outsourcing. Your main business concern needs to be product development and sales for long-term sustainability.
RANGE
You may be thriving in a local market, but what if you want to expand? A 3PL
provider has the knowledge and resources to expand your reach, whether it be
nationally or internationally. The best way to grow is to get into the markets you
are not already in. To do that you can rely on a third party who has current insight
about and operations in the new markets and has local logistics expertise. Storing
product in multiple locations nationwide can help to improve your supply chain by
reducing shipping costs and reducing delivery times.
BE MORE EFFECTIVE
Allowing a third party to handle your inventory and distribution needs enables
you to excel at what you do best, run your business. Focusing on your core
business facilitates more growth and momentum. The things you can outsource
allow for more focus on the most important parts of your business and frees up
management to focus on growth.
SAVE MONEY
While serving multiple businesses, a third party can lower the cost and time it
takes to hold and distribute your inventory. Consolidating resources enables a
level of efficiency in every step of the supply chain that you will not be able to
achieve on your own.
UNEVEN SALES CYCLES
If the number of orders you process fluctuates throughout the year or your
product is seasonal, it probably doesn’t make sense for you to commit to staffing
and supervising your own warehouse. A third-party logistics solution can adapt to
your needs while reducing cost.

Summary
Each of these situations is a sign that you may want to consider third-party logistics. And, if your business is
experiencing two or more it’s time to start exploring what a 3PL provider can offer as a solution.
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The 3PL Provider Solution
Now that you know the benefits of using a third party
service, you’ll want to know how to make the best selection
and manage your relationship with your 3PL (Third Party
Logistics) partner.
Let’s look at some guidelines.
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How to Pick a 3PL Partner
3PL provider used to just mean transportation and warehousing, but now you can outsource virtually
everything.
That said, most of what 3PL providers are hired to do involves the basics. About 80% of companies outsourcing
their warehousing and distribution use 3PL providers for domestic and international transportation, 67 percent
use them for customs brokerage, and 51 percent for their freight forwarding.
If you need more, 3PL providers are evolving rapidly from tactical providers of transportation and warehousing
services to strategic partners providing a wide range of products.
Some of the Services 3PL Providers Offer:
 Warehousing – all basic functions - receiving,
storage, picking, packing and shipping
 Cross docking
 Order fulfillment
 Yard management
 Shared, multi-client DC
 Transportation
 Transportation sub-contracted to assetbased carriers
 Transportation sub-contracted to
non-asset brokers

 Consolidation
 Cost and service improvement
 Freight billing management and processing
 Cargo insurance and claims management
 Small package services
 Big box services
 Green logistics, and sustainability services
 Labor recruiting, hiring and management
 Returns processing
 Light manufacturing

 Fleet management
A quick look shows you that not only do 3PL providers relieve the burden of many services for your company,
but that the services can be extensive saving you time and money.
How do you make a choice? And how do you manage that service relationship. Let’s get to it.

Best Practices to Select and Manage a Provider
SELECTING YOUR 3PL PROVIDER

KNOW WHAT YOU NEED

Choosing a 3PL provider requires a good look at
what you currently need and what you will need in
the future from a provider.

Before you can find the right 3PL provider for your
company, you need to know what services you
need. Beginning your search without an internal
needs assessment (both current and future) limits
your ability to match the provider with the services
necessary for your business. With a clear internal
needs assessment, you’ll be off to a good start
on minimizing costs and avoiding services you
don’t need.

Hiring a logistics company is not just picking a
vendor, it’s choosing a partner. So, how do you
choose? What are the key criteria that go into
making the decision and making sure you have the
right fit?
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Be sure to check the list above to plan for services
to fit your business growth plans. Does the 3PL
provider offer what you need next year? Or five
years from now?
EXPERIENCE IN YOUR INDUSTRY
Many 3PL providers specialize in particular
industries or types of business.
One of the most important things you should
examine when choosing your warehousing and
fulfillment partner is whether they specialize in your
business area. Find a company that has experience
in your business model.
EXISTING CLIENTS LIKE YOU
Try to find a 3PL provider currently working with
businesses like yours.
With the goal to make your warehousing and
logistics vendor a strategic partner, look for direct
and current experience with clients that are like you.
Your best bet? Get on the phone or send an email.
Chat with someone one-on-one about your business.
Don’t be afraid to ask a lot of questions, including
asking for references. Most importantly, be upfront
and clear about your needs so there are no surprises
down the road.
AVOID THE COMMON PITFALLS
Don’t choose on price alone. Cost management is
likely your number one priority and 3PL provider

often have a scale advantage across their entire
operation. But, price is not the only factor.
Get competitive pricing quotes from three or four
vendors if available in the market. Don’t base
your decision solely on price. You need quality
throughout the process. If you get fixed on price,
your business can suffer through lack of quality
logistics. When shipments are delivered with the
wrong item or not delivered on time, your business
will suffer.
DO YOUR DUE DILIGENCE
Take your time and check out the 3PL provider
carefully. Talk with them and make sure they’re
able to meet your needs. Ask how they work with
businesses similar to yours. Talk to them again and
keep asking questions. and don’t just talk to their
management or salespeople. Get references. Talk
to the references. You DO NOT want to have to
change providers six months later.
My advice, if you are outsourcing for the first time,
is to do exhaustive due diligence on all the vendors
you are considering. You cannot be too careful.
Make sure to check references and double-check all
the vendor’s claims. Go visit their site and visit with
their customers. Check out trade references and
validate their company stability. This is like a hugely
critical hire. Taking the time in the decision making
process can save enormous costs.
Ask a lot of questions. If you have doubts, press on
the vendors to give you answers. Don’t get sold.

Best Practices for Managing a 3PL Provider
Once you have picked your 3PL partner, you need to manage the partnership to get what you want and need
and to keep getting it throughout the course of the relationship.
Here are some of the best practices I have learned over the years:
First, focus on three critical things:

Expectations and
Responsibilities

Metrics

Feedback

Both parties expectations and
obligations, the deal and the
contract.

How are you going to measure
your partner’s performance?

How and how often you will
communicate and manage this
vendor and how to make sure it
is a two-way street.

It is always better if the deal is fair and balanced for both the client and 3PL provider. You are looking for a
successful long-term working relationship.
EXPECTATIONS AND RESPONSIBILITIES

METRICS

Clear communication is the first step to managing
your relationship.

Expect and demand meaningful data that pertains to
your business goals. You will want to see:

Make sure your Request for Proposal (RFP) is detail
rich. Thoroughly state all your logistics needs. The
3PL provider can’t know what you need unless you
give them the details.
Invite your 3PL provider to visit your company. Give
them a first-hand experience of the challenges you
want to meet.
Be involved in governance. Once you establish
your service with a 3PL provider, establish
communication channels to monitor performance.
Set in place ongoing reporting channels for
frequency, depth, data, and response times. Just
because the 3PL provider is doing the work for you
doesn’t mean “hands off.”

 On-Time Shipping
 Warehouse Capacity
 Accurate Order Fulfillment
 Proper Storage of incoming Product
 Total and Individual Cycle Times
 Damaged Products
 Accurate Trailer Tracking

Depending on your business and products you will
want more details like warehouse temperature
recording.
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What’s important is the data you get from your 3PL
provider pertains to your business.
FEEDBACK
A collaborative mindset is key to getting the
information you need from your 3PL provider.
Think of it as working together to create your
business success.
Establish clear expectations on both sides about
the frequency of communication and the topics you
will cover.
Set and keep communication dates to discuss
ongoing operations.

Review data reports to understand the basics,
but focus on how the entire logistics sequence is
working in favor of your business.
Restate your expectations at every communication
meeting. Listen to what the 3PL provider needs
from you.
Expect your 3PL provider to be a solution provider.
If something happens, you want to know. Let them
know you want to know about issues or problems
when they happen. You want your 3PL provider to
minimize risk.
Your communication is about managing performance.
A successful relationship evolves over time.
Feedback on both sides is instrumental in creating
an ongoing, long-term relationship.

To see how it all works, let’s look at how successful business work with the right 3PL provider.

Success Story Case Study
The end goal of every business is customer satisfaction.
Outsourcing to Third Party Logistics saves money and
improves customer satisfaction.
An example of how outsourcing to Third Party Logistics saved
money and improved customer satisfaction.
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Challenge

Action/Implementation

A specialty goods retailer LGND Inc. sells Nootropic
Energy Drinks through distributors but also online.
Products, comprising two lines, needed to be
received, stored, and delivered to all customers
that are both distributors and direct buyers. LGND
Inc. had low-to-no access to their product and was
geographically far from their main target consumers.
The company could not manage the significant costs
for supplier management within budget constraints.

Once the owner outsourced fulfillment, we prepared
a detailed and comprehensive transition plan in
coordination with their operations team. During
the transition, we held meetings and set a target
cutover date.

Because of the company size, the fixed costs of
managing in-house would be too great. The amount
of storage movement and shipping volume would
also not motivate taking on extra storage, workers,
and inventory tracking. Logistics was not the core
business, and the owner did not have the experience
necessary to include logistics.
Overall, the owner and management team were
challenged by space limitation, manpower, and
system’s needs.

Solution
By preparing a free, no-obligation cost analysis
Allstate Moving Systems could show the true cost
of the current operation. By reducing storage costs
and expediting shipment, Allstate Moving Systems
was able to demonstrate the benefits of working
with one company to manage the entire supply chain.
Plus, LGND, Inc. then had one point of contact to
connect with all transactions.
Allstate Moving Systems was able to manage the
entire process and minimize transportation costs to
important markets.
Our data showed that the company could improve
costs and customer satisfaction by outsourcing
fulfillment with Allstate Moving Systems, LGND,
Inc. would:
 Significantly improve customer
service metrics
 Reduce warehousing and fulfillment costs
 Have one point of contact

Our detailed transition plan helped the business
understand each step. We incorporated item details
like the business standard operating procedures,
routing guides, electronic data requirements,
packaging and labeling requirements. To speed item
delivery, we integrated with the business shopping
cart platform.
During the warehouse transition, we used data to
assign specific SKUs to assign storage by product
family. We assigned pick locations to products based
on the velocity to maximize labor efficiency. The
60-day transition period minimized downtime on
fulfilling new customer orders.
Once the system was up and running, we could
report: inventory accuracy, order cycle times,
on-time delivery and other key performance
indicators we determined in consultation with the
owner. Our real-time web portal gave the business
24/7 visibility on inventory, receipts, shipments and
tracking information.
By using one company to manage the entire supply
chain, they had one point of contact throughout
the entire supply chain. From our facility, we could
arrange less than a truckload (LTL) freight to delivery
centers (DCs) across the US and order fulfillment
through small parcel (UPS). Besides tracking
during the transportation process, Allstate tracked
inventory through the warehouse management
system (WMS).

Results
Our reports showed inventory on hand, orders
shipped, and other crucial data that helped run the
business without adding employees or spending
valuable time tracking. We reduced time and spend
for the retailer so the business could focus on
their products and customers. Most importantly,
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customers received their goods on time improving
customer satisfaction.

to improve communication frequency as well as
developing and expanding processes.

Allstate Moving Systems provides a competitive
storage price, and the location reduces
transportation costs to main markets.

Allstate Moving Systems provides the logistics so
LGND, Inc. achieves the bottom line of satisfied
customers.

 Reduced transport lead times
 Reduced transport costs
 Reduced storage costs
Overall, Allstate provides the flexibility and service
which allows LGND, Inc. to find easy solutions to an
otherwise complex problems, like re-labeling.

Conclusion
The decision to insource, outsource or use a mix for
your warehousing and distribution needs requires
an extensive analysis of your industry’s and your
company’s needs and requirements. Because many
companies benefit from warehouse outsourcing, the
industry is exploding as a supply chain strategy.

“The friendly attitude and long-term
thinking is really something that adds
significant value for us.”

What you need first is to understand your
operational objections. Then you can choose the
model that best meets your needs while maintaining
a competitive advantage.

JOAKIM STUART, LGND, Inc. CEO

Your partnership with your 3PL provider will be a
source of competitive advantage for your business.

In an ongoing relationship, there’s always room for
improvement. Allstate Moving Systems is working

Get Help Sorting It All Out
Nick Luni is the Director of Sales and Marketing, Allstate
Moving Systems.
Allstate Moving Systems is an agent for United Van Lines/
Unigroup Logistics, one of the most well-known, successful
and dependable relocation and logistics providers in the
nation. Founded in 1965, Allstate Moving Systems remains
a third-generation family owned business and is one of
Southern California’s largest moving companies with locations
in Poway, Oceanside, North Hollywood, and Ventura.
In addition to household moves, commercial moves and
International moves, Allstate Moving Systems offers a range
of premium full-service warehousing and distribution, record
storage, hospitality installations, customs clearance, and
freight forwarding.
With my years of experience, I can help you sort through
the ins and outs of in-source, outsource, and managing your
relationship with a 3PL service provider. Take advantage of my
knowledge with experienced consulting to guide you through
the process anywhere in the U.S., call us at 800.897-6683 or
click here to contact one of our helpful representatives.

Call at 800.897-6683.
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Appendix 1
COSTS ASSOCIATED WITH MANAGING YOUR OWN WAREHOUSE
 Rent
 Taxes
 Permits
 Insurance
 Surveillance
 Monitored alarm service
 Fire suppression testing
 Pest control
 Forklift
 Forklift service and maintenance (a battery alone for a stand up forklift is $5k)
 Utilities
 Warehouse Manager salary
 Employee wages
 Employee Benefits
 Delivery trucks
 Truck maintenance and repairs
 Pallet Racking & permitting fees
 Landscaper
 Trash services
 IT support
 IT(computers, barcode scanners, copier, label printers)
 Software (WMS,TMS, outlook, office, etc)
 Unusable aisle space
 Printed forms and labels, copy paper
 Materials (cartons, tape, packing supplies)
 Additional liability (injuries, damages, and increased insuranee as a result)
 Fuel (gas/diesel for trucks, propane for forklifts)
 Other equipment (pallet jacks, order pickers, dollies,)

Contact
800-897-6683
12356 McIvers Court
Poway, California 92064 U.S.A
www.amove.com

