
Retailers are facing big challenges. 
The consumer shopping cycle is 
now 24/7, thanks to the combined 

impact of the Internet, smartphones and 
the traditional bricks-and-mortar store. 
This commerce explosion is forcing mer-
chants to step up their game, especially 
within the fulfillment realm, in order to 
give customers what they want, whenever 
they want it.

Distribution centers are now the prime 
connection between companies and their 
customers. Running a distribution center 
is no longer just about scheduling deliver-
ies of packages to customers. It’s not solely 
about split-case packing, item-level touch-
es and multiline sortation. It’s now about 
moving as much product as possible in the 
fastest and most efficient way feasible. 

Keep It In House? Or 
Outsource?

Fulfillment centers are seeing increased 
volume mainly due to holiday deals, mar-
keting promotions and consumer demand 
for quicker delivery. 

This has some merchants looking into 
outsourcing as a way to fulfill customer 
needs and to handle the increased demand 
for more products. IT upgrade costs, ful-
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fillment expansion, the need to serve cus-
tomers on both coasts and international 
customers more efficiently, or the need for 
temporary fulfillment space during peak 
shopping seasons are just a few reasons 
why more and more ecommerce compa-
nies are considering outsourcing. 

In fact, almost 15% of those surveyed 
for the MCM Outlook 2013 said they cur-
rently use an outside service for order ful-
fillment, and 3.1% were considering it.

One way to ease the high demand for 
faster delivery can be found in a third-
party-logistics company, also known as 
a 3PL. It could produce substantial sav-
ings within the distribution sector of your 
ecommerce business. 

If your strategy calls for delivering to a 
high percentage of customers within a day 
or two by ground shipment, using a 3PL 
may be an alternative to opening compa-
ny-run fulfillment centers.

There are also management-time and 
labor-cost advantages to outsourcing. For 
instance, a 3PL relationship might be over-
seen by a liaison manager, rather than a di-
rector/VP of operations. 

There is also a trend within the mer-
chant community for some who own their 
facility to hire a 3PL to manage and staff 
it. There seems to be more of a demand 
among the U.S.-based merchants who sell 
products overseas to house products at an 
international warehouse that they own or 
outsource. This move, many merchants 
are finding, not only greatly improves 

shipping times, but also improves the cus-
tomer experience.

Benefits of Outsourcing
One of the benefits of outsourcing your 

fulfillment operations, especially if you are 
a smaller merchant just getting into the 
game, is that the right fulfillment house 
experts know exactly how to do the job. 
They know the most efficient and cheap-
est ways to store and to ship your product, 
and they should know the discounts that 
you qualify for, leading to cost savings for 
your business.

Outsourcing your operations also 
means less stress for your employees. 
When another company is taking care of 
your fulfillment process, the headaches of 
recruiting, interviewing, hiring and insur-
ing employees goes to someone else. 

And as your company continues to 
grow financially, you may be faced with 
the need for more 
space to house 
your products—
and scouting out 
new locations for 
your warehouse 
can be a time con-
suming process. 

At the end of 
the day, outsourc-
ing may not be 
something that 
every ecommerce 
merchant is inter-

ested in. For example, some businesses 
may rule it out because it’s not financially 
efficient or realistic, due to the level of 
product involved and/or the amount of 
technology training needed at the facility. 
Each company needs to determine what is 
best for it, so if you are thinking of out-
sourcing, do the research beforehand and 
go through a formal bidding/analysis pro-
cess to make sure your fulfillment partner 
has the same business plan as you do. 

Improving Warehouse 
Productivity

No matter where you decide to locate 
your facility, your order fulfillment opera-
tions are critical when it comes to creating 
a positive customer experience. So it’s im-
perative that your warehouse functions at 
peak operational efficiency.

Here are some steps merchants can 
take right now to improve their ware-
house productivity:

Sort bins by top hits. If product is prop-
erly binned, most of your picks will be done 
in the first 20% of hits. Re-evaluate the top-
hits items regularly. Inventory is a living, 
breathing animal that is always changing. 

Separate bulk items from the small 
picks. Fifty-pound cases are brutal picks. 
They should come directly from a pallet to 
the final staging area if yours is not a giant 
conveyor warehouse.

Use picking manifests so that multiple 

Almost 15% of those surveyed 
for the MCM Outlook 2013 said 
they currently use an outside 
service for order fulfillment, 
and 3.1% were considering it.
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orders can be pulled at once. Large orders 
can be picked separately, but you can com-
bine five or six small orders together in 
one picking manifest, where they are sepa-
rated in final boxing.

Give your customer a special touch. The 
packing station of your warehouse should 
be one where employees think about the 
product they are about to ship out—not 
about which box to use, or how to best 
wrap something for shipments. Instead, 
have several package-size options already 
available that have been predetermined to 
fit your products. This will save you not 
just time, but also shipping costs.   

Start kitting. Kitting is a great way to 
save time and materials—and to stream-
line the pick-and-pack process.

Always keep your employees’ working 
conditions in mind. For example, if there 
are concrete floors within the warehouse, 
there should be fatigue mats placed where 
your employees stand. If it is a quite area, 
have some music playing to help boost 
morale and, ultimately, productivity. Cli-
mate control is a must within your ware-
house; be sure you think about spaces that 
should have fans or heaters. 

Include your employees in the deci-
sion-making. It’s not just the working con-
ditions that will help productivity within 
the warehouse. You need to make your 
employees a vital part of your operation. 
Many successful merchants incorporate 
their employees’ feedback when they are 
making business decisions. Let your em-
ployees voice their opinions—some of 
their ideas might do amazing things for 
your business. Remember, if you care 
about the working conditions and opin-
ions of your employees, they will care 
about their jobs.

Automation
Another way to improve efficiency with-

in your warehouse is through automation. 
Not only does it decrease the physical de-
mands on your employees, it can also help 

retailers meet their ecommerce demands. 
Companies around the globe are also 

leveraging automation in the warehouse to 
improve the distribution center work en-
vironment. Automation has become more 
affordable, and many retailers have found 
that it has also increased productivity.  

Automated fulfillment systems leverage 
faster robotic technology, data inventory 
systems and a re-examined strategy of how 
warehouse space is utilized. They can also 
save workers time and energy. As ecom-
merce grows, companies should consider 
automated storage and retrieval technol-
ogy to accommodate fulfillment needs and 
also improve workers’ quality of life.

Some vendors and merchants are now 
beginning to use robotic workforces 
within their warehouses. One such ven-
dor based in Massachusetts uses 70 robots 
within its 275,000-square-foot facility that 
serves several online retailers and aids in 
the shipping of 24,000 units a day.

Warehouse Management 
Systems

Another key to efficiency within the 
warehouse can be found with order and 
warehouse management systems.  

According to MCM Outlook 2013, 
52.6% of respondents are currently using 
some type of order management and ful-
fillment system. The survey also found that 
shipping and delivery systems are used by 
49.6%, warehouse management systems are 
used by 41.5%, customer relationship man-
agement systems are used by 46.3%, and 
23.7% use enterprise resource planning. 

The Report also showed that 13.8% of re-
spondents who work within operations and 
fulfillment anticipate purchasing an order 
management system in the next 12 months, 
although the majority of respondents, 59.3%, 
said their main focus was to upgrade. 

Since most warehouse management 
systems are able to manage inventory as 
products are being assembled, there are 
several benefits to implementing a man-
agement system in your fulfillment center. 
Some of these include:
•	 Improved customer service and reduc-

tion of errors 
•	 Improved labor management, in-

creased productivity and reduced costs 
•	 Improved inventory control and in-

ventory location, pinpointing of aged 
inventory, decreasing shrinkage and, 
often, reduction in overall inventory 
levels 

•	 Savings on inbound and outbound 
transportation 

•	 Maximization of space utilization in 
the warehouse 

•	 Improved order management through-
put and meeting same-day ecommerce 
shipping requirements, thus increasing 
capacity 

•	 Ability to manage multiple product 

Start kitting. Kitting is a 
great way to save time and 
materials—and to streamline 
the pick-and-pack process.
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and order profiles for direct, retail and 
wholesale channels in a single system 

•	 Optimization of the supply chain, in-
cluding trading partner and vendor 
managed inventory

But before you commit to a type of sys-
tem, you need to identify what within the 
warehouse needs productivity increases and 
cost reductions. Then you should ask your-
self, do these functions require a WMS? 

If your answer is yes, do a formal RFP 
process. During this process you should 
ask for vendor demonstrations, make ref-
erence calls, visit the sites of companies 
given as references by the potential vendor, 
etc. In other words, do your homework. 
Then, make your final decision.

Packaging & Returns 
Your product has been shipped to your 

customer, but the fulfillment process is not 
over. Contrary to popular belief, it is not just 
about picking and packing orders. It is also 
about marketing and brand engagement. 

You want your customers to come back, 
and to make that happen, you need to make 
them feel that they are not just shoppers, but 
loyal members of your brand. If customers 
feel engaged with your brand, they are more 
likely to make additional purchases.

One way to make customers happy is to 
offer a flawless and quick returns experi-
ence. The returns process is an opportunity 

for retailers to increase conversion rates and 
overall customer satisfaction and loyalty. 
Even though at least 62% of consumers say 
they review returns policies prior to pur-
chasing, more than 30% of merchants still 
fail to provide detailed information about 
their policy on their websites—specifically, 
the window of time allowed for returns.

By placing return and reordering infor-
mation on your product packaging, you 
will boost sales and encourage your cus-
tomers to act. But the report found that 
only 25% of merchants include a return 
label with the product shipment, while 9% 
require a call to initiate the return. 

Besides including basic information on 
how to return an item, many merchants 
are taking the process one step further by 
including pre-paid/addressed shipping la-
bels with the product. Many of the retailers 

are even offering a postal-based solution to 
the returns process. They allow shoppers to 
drop off their packages at a local post office 
or delivery service, thereby reducing the 
stress that consumers can have when mak-
ing a return. By boosting customer morale 
in this way, the retailer also increases its 
chances of creating a lifelong customer.

A trend developing over the past few 
years has been for companies to boost their 
brands’ image and create a return custom-
er with the package itself. These companies 
are improving customer engagement right 
when recipients open their packages—for 
example, by including personalized thank-
you cards, stickers and gift cards with the 
product order. 

If you decide not to place pertinent in-
formation on or within your packaging, 
reassured your competitors will. 

You want your customers 
to come back, and to make 
that happen, you need to 
make them feel that they are 
not just shoppers, but loyal 
members of your brand.
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