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Order fulfillment plays a vital role in your 
business. The way in which you receive, process 
and deliver orders to your end customers has a 
direct impact on the customer experience – and 
that can make or break your business. 

Often, outsourcing fulfillment operations can 
deliver the optimal customer experience.  
This ebook is intended to help you determine  
if outsourcing is right for you and, if so, how  
to find the best fulfillment provider to meet  
your needs.
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What’s my best  
option for managing  

order fulfillment?

Chances
are...
you’re using one of the 
following options for 
fulfillment. While each can 
be effective, the challenge 
is to make sure that you’re 
using the right option for your 
particular fulfillment needs – 
and their level of complexity.

You fulfill the orders 
yourself, supplying 
products from a 
manufacturing facility,  
distribution center or 
retail stores.

Orders are filled and 
shipped directly to the 
customer from the 
manufacturer who  
has ownership of the 
product and the process.

You outsource 
fulfillment to a third-
party fulfillment 
company.
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When should I keep       
fulfillment in-house?
Handling fulfillment internally can be a 
viable option for many companies. If you’re 
just starting out, your production space 
can be a suitable place to pack and ship 
customer orders. This arrangement often 
works well for small-scale operations on a 
shoestring budget. 

Many companies, however, find that there 
is a growth tipping point where they need to 
pursue a more scalable fulfillment option. 
The most common options are to invest in a 
larger distribution center and/or technology 
or outsource to a third-party provider who  
will handle warehousing and fulfillment. 

Distribution space usually requires an  
initial overhead investment for space, 
equipment, technology and labor as well  
as time and attention to oversee operations. 
If you have ample budget and staff and 
logistics experience, this can be a viable 
fulfillment solution.
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When should I explore         
outsourcing options?
If you find yourself short on space, staff 
and fulfillment expertise, or have system 
limitations, it may be time to consider 
educating yourself on utilizing a fulfillment 
provider. 

A qualified partner will have scalable 
resources (space, labor, technology), a 
network of strategically located facilities, 
more buying power for things like small 
parcel freight and packaging supplies,  
and extensive experience and knowledge 
of best practices. They offer a practical 
alternative to the significant overhead 
investment required to add your own 
distribution centers. 

Learn more about how order fulfillment 
companies can help you solve common 
business challenges on page 8.

of companies outsource 
their order fulfillment. 

13% of those who  
don’t plan to.*

46%  

* Global Outsourcing & Insourcing Survey, Deloitte Consulting, LLP

https://www2.deloitte.com/content/dam/Deloitte/us/Documents/strategy/us-2014-global-outsourcing-insourcing-survey-report-123114.pdf
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Is it time to upgrade my  
fulfillment provider?
If you currently outsource fulfillment 
operations, it is important to evaluate your 
provider regularly to ensure that they are still 
the best fit to meet your needs. The provider 
you selected when your business was just 
getting off the ground may not be able  
to handle the complexity of operations as  
you grow.

Often, companies find they need to transition 
to a new third-party partner when they add a 
new sales channel or expand into new product 
lines or markets, for example. 

Watch for signs that you may have outgrown 
your current provider such as service  
failures, delivery delays, increased costs  
and incompatible corporate cultures.

https://www.sclogistics.com/transition-new-3pl/
https://www.sclogistics.com/transition-new-3pl/
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What services can I  
expect from an order  
fulfillment company? 

A third-party fulfillment company typically warehouses your products and picks, packs and ships customer 
orders for you. Often, they can provide a multitude of other services as well, including: 

• Kitting, tagging, labelling  

• Display building/product assembly

• Embroidery

• Engraving

• Contact center

• Returns

• Inbound product receipt

• Inventory management

• Retailer compliance and EDI

• Reporting and data mining

• Product modification 

• Quality control inspection 

• Recouping 

• Tray and multi-packs 

• Point-of-purchase units 

• Store-ready pallets 

• Price marking 

• Packaging 

Some fulfillment companies also offer transportation and value-added services to give you a turnkey solution. 

Leveraging a fulfillment partner’s capabilities allows you to benefit from their expertise and resources while 
focusing on your core competency.
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What challenges can  
a fulfillment provider  
help me solve?

Still unsure if you 
need a fulfillment 

partner? 

Here are some of the most 
common challenges that 

drive companies to consider 
outsourcing – and how an 

order fulfillment provider can 
help to solve them.
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Business growth. 

Explosive sales growth, product line expansions, and moving into new markets are all 
positive business changes, but they can tax your resources. You need additional space, 
staff and more sophisticated technology to handle the increase in order volume. Failure 
to scale can lead to service issues and/or delivery delays.  While every company has a 
different threshold, most reach a critical mass where they require external support.

With a network of locations, chances are, a third-party provider will have facilities 
where you need them – or the ability to add one where needed. They’ll also have the 
ability to meet your staffing requirements.

An order fulfillment company will also offer technology solutions that can accommodate 
the increased volume and complexity of your growing business, such as order 
management systems (OMS), warehouse management systems (WMS), and 
transportation management systems (TMS).

Implementing technology solutions like these with internal resources requires expertise 
and financial investment. By outsourcing to a third-party provider, you can bypass these 
requirements and reap the benefits without the associated overhead investment.
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Heightened customer expectations.  
Today’s consumer expects more from their shopping 
experience – online information regarding product availability, 
fast and/or low-cost shipping, multiple options for deliveries 
and returns, etc. Providing a seamless customer experience 
across sales channels is critical. This requires a much more 
sophisticated level of fulfillment than many companies can 
handle internally.

Here again, your fulfillment provider’s technology solutions are 
invaluable. With OMS technology, for example, they can provide 
enterprise-wide visibility and the ability to pull from multiple 
fulfillment sources. You’ll be able to view and route orders 
in real time and share information about product availability, 
order status and shipment tracking with your customers.

Meeting consumers’ heightened expectations typically 
necessitates additional distribution facilities and shipping 
options. (See page 12) 

of consumers say 
they’d be unlikely 
to visit a retailer’s 
physical store if 
they can’t find  

information online.

39%  
Accenture study

https://www.sclogistics.com/wp-content/uploads/2017/02/OMS-Whitepaper.pdf
https://explore.dynamics.com/operations/7-emerging-trends-that-are-changing-retail
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Inconsistent volume. 
Whether they’re caused by unpredictable forecasting  
or seasonal promotions, dramatic peaks and valleys  
in order volume can be challenging to accommodate. 
You may need 8 lines one week and 10 the next. 

This variability is difficult to plan for in terms of required 
space and staffing. When you handle your own fulfillment, 
you must be prepared for maximum volume – even when 
there is a lull in the action. That can add up.

A fulfillment provider with a shared-space environment 
can offer scalable space and flexible staffing by balancing 
your requirements with those of other customers. This 
arrangement allows them the flexibility to meet the  
highs and lows of your business more cost-effectively. 

Need for value-added services.    
Value-added logistics services can allow you to better 
manage inventory, expand product offerings, personalize 
products and get to market faster. Many companies find 
that delaying product configuration or customization 
until the last possible moment allows them to be more 
responsive to customer demand without maintaining 
excessive inventory. Assembling gift sets, embroidering 
apparel, or creating multi-packs are just a few examples. 
However, these services can be time consuming and 
labor intensive to handle on your own.

An order fulfillment company can be a valuable resource 
for value-added services. They’ll have the flexible space 
and labor required to accommodate unique requirements 
and the experience and ability to custom engineer 
processes for increased efficiency and productivity. 

https://www.sclogistics.com/ready-add-value-supply-chain/
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Need for multiple distribution centers. 
To meet the needs of an omnichannel environment (or simply expand to accommodate 
sales growth), you’re likely to need more than one distribution center. In fact, the multi-
site distribution model is growing in popularity. Having two or more strategically located 
DCs allows you to reach your customer base in two days or less using ground service 
while reducing freight costs. Keep in mind, however, that filling orders from multiple 
sources requires additional space, labor, technology and inventory investment.

With a distribution network already established and staff in place, a third-party provider 
offers the option to ship available inventory from DC locations that are closer to your 
customers. This will help reduce transit times and control shipping costs without adding 
to your overhead expenses.

With two or more        
strategically located   
DCs, you can reach 

of U.S. customers in 
two days via ground 
service.99%  

https://www.sclogistics.com/designing-strategic-distribution-network/


13 Ultimate Fulfillment Outsourcing Guide

Shipping costs are increasing.
While the multi-site distribution model helps to  
alleviate some of the burden, consumer demand for fast, 
low-cost shipping still puts pressure on transportation 
departments. Small- and mid-sized businesses lack 
the economies of scale and relationships with carriers 
necessary to help reduce shipping costs. 

A third-party provider will be able to leverage buying 
power and utilize an established carrier network to 
offer the flexibility of selecting the optimal mode/level 
of service for each shipment at the best price. They 
also can help you save on outbound freight costs by 
negotiating rates as well as pooling parcel packages  
and leveraging postal work-share options like presorting 
and drop-shipping. 

Lack of internal expertise. 
When you’re selling consumer goods, it’s easy to spend 
more time focusing on fulfillment and logistics services 
than your core competency – especially when you don’t 
have a logistics background. That’s not always the best 
solution for your business.

Since fulfillment is their primary area of expertise, an 
experienced third-party provider gives you access to 
expertise, proven processes, and knowledge of best 
practices – ideally, specific to your type of product or 
special requirements (see page 19). They also are 
better able to anticipate issues and resolve them 
proactively.

https://www.sclogistics.com/control-omnichannel-costs-transportation-management/
https://www.sclogistics.com/control-omnichannel-costs-transportation-management/
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10 traits to look for  
when selecting a 
fulfillment provider

Not all order fulfillment 
companies are created 

equal. 

The following checklist will 
help to ensure you find a 

third-party provider to help 
you achieve your business 

goals.
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Experience with start-ups 
When selecting a third-party partner, seek a company with proven processes, the 
necessary resources in place and the ability to integrate with your systems. Effective 
communication and control are essential, as well as senior-level attention. With a provider 
experienced in start-ups, you’ll benefit from best practices and the expertise necessary 
to ensure a seamless transition. Make sure they’re able to handle complex start-up 
operations, accommodate tight timelines, and provide a seamless transition.

Collaborative approach
Today’s complex fulfillment solutions require a higher level of communication and 
data sharing than many companies are accustomed to. You’ll need to establish a true 
partnership with your third-party provider, so it is important to find one you trust – with 
a compatible culture and values.  Look for a partner who will take a keen interest in your 
supply chain priorities and invest the time to understand the bigger picture, so they can 
design a solution that addresses your real issues and delivers the best results. 

Range of integrated service offerings
Warehousing, fulfillment, transportation, value-added services – the more help you can 
obtain from a single provider, the more seamless, scalable and cost-effective your supply 
chain will be. Centralizing the logistics function with a single provider helps to ensure that 
services are provided in a consistent manner and offers better predictability and reliability 
of delivery. Seek out a provider that will custom-engineer a solution to meet your needs.

1

3
2

Ultimate Fulfillment Outsourcing Guide

https://www.sclogistics.com/wp-content/uploads/2016/05/Case_Startup-Application_Jun14.pdf
https://www.sclogistics.com/wp-content/uploads/2016/05/Case_Startup-Application_Jun14.pdf
https://www.sclogistics.com/need-integrated-logistics-provider-today-ever/
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Advanced technology
Look for a provider that offers advanced technology solutions such as an OMS, WMS and 
TMS. You may not need such a sophisticated technology solution right now, but remember 
that your business is always evolving. Someday soon, you may be grateful to have 
enterprise-wide visibility, the ability to pull from multiple fulfillment sources and accurate, 
real-time information about product availability, order status and shipment tracking. 
Automated fulfillment and material handling solutions are also important tools to help 
optimize order turnaround and delivery times.

Scalability/flexibility
One of the key advantages of outsourcing to a third-party provider is the option to utilize 
a shared-space environment. In this arrangement, the provider balances the needs of 
multiple customers so that they can flex to meet peak requirements without having to 
invest in permanent space, equipment or staffing. It also offers the scalability to expand  
or shrink operations to accommodate business needs. 

4
5

https://www.sclogistics.com/3pls-use-technology-help-customers-better-manage-supply-chain/
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Customization/personalization capabilities
An experienced order fulfillment company can help you to take advantage of 
postponement strategies to optimize inventory and deliver excellent customer service. 
Value-added services can help to delay product configuration until the last possible  
minute to meet current demand. Building to order instead of to stock also allows 
you to reduce production and inventory carrying costs.

Omnichannel expertise
Omnichannel retail is now mainstream, and, ready or not, you need to embrace it.  
Unless you have the appropriate expertise internally, your best bet is to select an order 
fulfillment company that understands the nuances of omnichannel commerce and how  
to deliver the optimal customer experience. Look for a partner with proven performance,  
a repeatable business model and experience with your industry or business model.  
When selecting a provider, also consider their experience level and look for proven 
performance with similar operations.

6
7

of shoppers say retailers should do more to       
integrate sales channels.

The State of Omnichannel Commerce, Kibo

84%  
Ultimate Fulfillment Outsourcing Guide

https://www.sclogistics.com/why-customization-is-key-to-omnichannel-success/
https://kibocommerce.com/wp-content/uploads/The-State-of-Omnichannel-Commerce.pdf
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Stability
When you partner with a fulfillment provider, you entrust them with your brand, so it is 
important to find a fulfillment company with a long history of proven success. Look for a 
financially stable company that continues to invest in facilities, systems, equipment and 
human resources necessary for optimal fulfillment solutions. Ideally, they should be willing 
to invest in additional resources to meet unique requirements when needed.

Commitment to continuous improvement 
Seek out an order fulfillment company that is committed to service excellence and quality 
management. They’ll pay careful attention to solution design and utilize proven processes 
to achieve desired results. They’ll leverage the power of methodologies like Six Sigma 
wherever possible as part of their focus on continuous improvement. As a result, they 
will regularly bring you innovative ideas for reducing costs, increasing productivity and 
improving service. 

9
10

8 Network of locations
When it comes to order fulfillment, it’s all about location, location, location. An effective third-
party provider will take a strategic approach to network configuration and help you determine 
the right DC locations for optimal efficiency for your current and future business. They’ll have 
a network of conveniently located facilities – as well as the ability to open new locations to 
meet your specific needs.

Ultimate Fulfillment Outsourcing Guide

https://www.sclogistics.com/attention-solution-design-pays-off/
http://asq.org/learn-about-quality/six-sigma/overview/overview.html
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What if I have  
specialized  
fulfillment needs?

Fulfillment needs vary 
depending on your 

business model. 
 It can be helpful to work with 
an order fulfillment company 

that has experience with  
your specific needs.  

Here’s a closer look at  
a few common areas  

of specialization...
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Omnichannel ecommerce 
Fueled by their experience with Amazon, consumers’ expectations continue to escalate. 
They’ve come to demand real-time information on product availability, a seamless shopping 
experience across channels, and a variety of delivery and store pick-up options. As a result, 
omnichannel fulfillment has become quite sophisticated.

Omnichannel retailers and ecommerce companies find fulfillment outsourcing to be 
particularly valuable in three key areas: technology, customization and network optimization. 

CASE STUDY One major footwear 
retailer selling more than 17 million pairs 
annually turned to a third-party provider for 
a custom omnichannel solution that ensures 
seamless fulfillment across all sales 
channels. 

The fulfillment provider implemented a 
highly configurable, cost-effective warehouse 
management solution. A full RF solution, 
including mobile wearable RF technology, 
gives users hands-free capability to handle 
the single-shoe units that are being 
processed to the stores and directly to 
the end customer through the retailer’s 
ecommerce portal. Full data integration with 

the retailer’s multiple business units allows 
the continuous flow of data to and from their 
host system to the 3PL’s WMS.

The third-party provider now fulfills 80 
percent of the retailer’s total orders, 
supporting all of their stores nationwide in 
either a primary or secondary capacity. In 
addition to store replenishment, the provider 
also manages the entire ecommerce channel 
and new store-set programs and all specialty 
store-support functions such as returns and 
seasonal resets for the entire nationwide 
footprint. The solution has resulted in 
significant gains in customer service and 
order cycle times.

https://www.sclogistics.com/order-fulfillment-process-can-make-break-omnichannel-strategy/
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Subscription services
Demand for a personalized experience, unpredictable growth patterns and slim profit 
margins make the subscription box business model hard to sustain. When you’re filling 
a high volume of orders with a shared drop date every month, the cycle of inventory 
management, order fulfillment and transportation can be grueling. Staffing challenges, 
high shipping costs and tight delivery windows further complicate operations.

What drives subscription companies to outsource? The need for scalability, experience 
with start-ups, advanced technology and freight management.

CASE STUDY A growing record-of-
the-month company was happy to outsource 
inventory management and fulfillment to a 
specialist, especially after going the do-it-
yourself route for several months. The 
subscription company filled orders in-house 
until it reached about 5,000 subscribers.  
At that point, fulfillment began to take  
more time and money than its founders 
could spare.

They now look to a third-party provider to 
handle fulfillment of all monthly subscription 
orders as well as e-commerce orders. The 
fulfillment company also provides systems 
and technology, coordinates inbound 
deliveries with vendors, manages quality  

control and inspection, and processes 
returns.

Since social media is an important element 
of marketing for the subscription company, 
both quality and the timing of deliveries is 
critical. The provider’s fulfillment model 
allows for strategically processing orders 
based on customer location – ensuring that 
subscribers across the country receive their 
orders in a tight delivery window.

As the subscription company continues 
to grow, they will be able to leverage the 
provider’s network of facilities for direct-to-
consumer shipping to ensure that orders 
arrive in the required delivery window at  
the lowest possible landed cost.

https://www.sclogistics.com/logistics-providers-help-subscription-box-services-meet-rising-demand/
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Direct-selling companies 
For direct-selling companies, delivering products to consultants efficiently, accurately 
and cost-effectively is a top priority. In addition, direct sellers struggle with unpredictable 
growth patterns and the additional layer of sales consultants.

Third-party providers’ ability to provide scalable/flexible solutions, advanced technology, 
customization capabilities, transportation expertise and network of locations appeal to 
direct-selling companies.

CASE STUDY Fast, cost-effective 
delivery is a high priority for a leading 
direct seller of skin care and nutrition 
products. The Utah-based company found 
it particularly challenging to fulfill orders 
east of the Mississippi, so they enlisted 
the help of a fulfillment provider to 
establish a strategically located operation 
in Charlotte, N.C. The facility offers space 
to accommodate fluctuations due to 
promotional activity and provides room  
for growth. 

To improve efficiency, the order fulfillment 
company invested more than $1 million in 
automation systems and material handling 

equipment at the facility. The automation 
upgrade has had a significant impact on 
order accuracy as well as turnaround 
time. The fulfillment provider now handles 
approximately 2,200 ecommerce orders every 
day with 100 percent order accuracy.

On average, more than 98 percent of orders 
ship same day. And by utilizing the provider’s 
negotiated rates on light-weight parcels, 
the direct-selling company saves up to 11 
percent on shipping costs. The strategic 
location helps to achieve transit times of 
three days or less for the vast majority of 
distributor orders – a big boost for customer  
satisfaction.
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How much 
does order fulfillment 
cost?

Using a third-party 
provider can be effective 
in reducing logistics costs. 

 A fulfillment provider 
potentially has a network 
of facilities, allowing you 
to locate your operations 

strategically without 
committing to a major 
investment or move.
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Order fulfillment costs depend on a number of variables including 
volume and profile, number of distribution facilities utilized, level 
of customization, degree of fluctuations and use of technology/
automation. Naturally, the more sophisticated the solution, the 
more expensive it tends to be.

That being said, a third-party provider can be a cost-effective 
option because they help you control costs and reduce capital 
expenditures. A fulfillment provider potentially has a network 
of facilities, allowing you to locate your operations strategically 
without committing to a major investment or move.

In a shared-space environment, the provider balances the needs of 
multiple customers so that they can meet peak requirements every 
year without having to invest in permanent staff, warehouse space, 
equipment and technology. With a stable of active customers, an 
order fulfillment company also offers economies of scale and 
collective buying power.

Six Sigma methodologies can be used to reduce waste and  
prevent defects, typically resulting in significant cost savings.  
With proven processes, an order fulfillment company can speed 
order turnaround times and get products to market faster to 
shorten the cash-to-cash cycle.

An effective order fulfillment company is always on the lookout for 
new ways to drive costs down. For example, if they serve customers 
with complimentary shipping cycles, they may be able to cross-
utilize staff to save on labor costs. When fulfilling orders, they 
might achieve efficiency by pre-kitting common items and then 
inserting custom items as a second step in the pick-pack process. 
Postponement strategies are another effective tool for cost control.

There are a myriad of cost-saving strategies that fulfillment 
companies can explore when they understand your needs and 
business goals. 
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How do I get started?
Finding the right fulfillment partner takes time and attention. 
It’s worth the effort to research potential partners carefully. 
Ask colleagues for recommendations, attend trade shows, 
read industry publications, leverage social media and talk to 
consultants.

Give careful thought to your overall business goals and specific 
fulfillment needs – share these with potential partners and spend 
time reviewing them together. When they understand the bigger 
picture, they’ll be able to design solutions that address your 
current needs as well as issues you haven’t yet anticipated. Talk 
about how you’ll define a successful partnership.

Ensure that your potential partner has the experience you 
need.  Take into account the checklist provided in this ebook and 
consider any specialized needs you may have – omnichannel, 
subscription, direct selling, etc. 

Since you’ll need to collaborate closely with your provider, 
consider their company culture and make sure it’s a good fit with 
yours. Verify the company’s financial stability as well. You want to 
find a partner that can go the distance with you, so you don’t need 
to repeat the search process just a year or two down the road.

With thoughtful consideration, you’ll find the best fulfillment 
company to meet your needs… today and tomorrow.

https://www.sclogistics.com/5-winning-qualities-3pls/
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About Saddle Creek Logistics Services
Saddle Creek is an omnichannel supply chain solutions company providing a variety of 
integrated services including warehousing, omnichannel fulfillment, and transportation. 
Our advanced technology and scalable, customized solutions leverage these capabilities 
to help manufacturers, retailers and ecommerce companies support their business goals.

For more information, visit www.sclogistics.com • 888/878-1177

https://www.sclogistics.com/warehousing/
https://www.sclogistics.com/omnichannel-fulfillment/
https://www.sclogistics.com/transportation/
http://www.sclogistics.com/

