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With a 3PL partner, the supply chain cost structure can be transitioned from primarily fixed to variable,

avoiding the fixed investment in material handling equipment, real estate and IT systems that are inherent

to an "in-sourced" operation. Plus, the expense of labour, along with overhead, can be reduced without

compromising the ability to fulfil customer obligations.

Highly skilled supply chain professionals from the distribution centre to the executive suite require extensive

overhead investment to retain, from recruitment, to training, to salaries and benefits. This spending is

typically not cost effective for manufacturers to maintain on a full-time basis. Supply chain expertise may

only be necessary on a periodic basis. When demand and volume inevitably fluctuate, the reduced capacity

and associated downtime can lead to a drain on operating costs.

Acquiring and implementing sophisticated IT systems hinge upon the investment of millions of dollars in

equipment and the associated infrastructure. The integration process can also require an extended amount of

time to achieve "go-live" status. Systems including inventory management, order management, warehouse

management and transportation management can command, at a minimum, nine months to be operational,

coupled with up to to a year for training and post implementation.

As we have less control over the fbced costs, as a Warehouse management personnel we should focus in

decreasing the variable costs by taking corrective measures.

While calculating the throughput of a warehouse we should always keep in mind regarding full utilization

of your manpower. If somehow you see some underutilization, you should right way take corrective action

of assigning additional work. Decrease in any cost whether it is fixed or variable, it will have a significant

impact on the cost per shipment. Constant decrease in the cost per shipment signifies the quality of

maintaining cost in an ideal warehouse.
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