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gh Growth
s Targeting
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The most dynamic sector in the logistics industry is the mid-market where warebousing and transporta-

tion 3PLs are growing like magic beanstalks to meet the needs of mid-sized customers.

ith so much news every
day about big business
deals among the world’s
largest 3PLs, it is easy to

assume that these global
players are dominating the logistics indus-
try. While the 12 percent annual growth
that global 3PLs as a group enjoy is out-
standing by normal corporate standards, it
does not come close to the burgeoning
growth rates of many mid-sized 3PLs.
According to Ben Gordon, principle in BG
Strategic Advisors, which helps mid-mar-
ket logistics companies evaluate their
merger and acquisitions options, annual
growth rates in this sector are two, three
and even four times higher than the global
3PL sector.

“We are working with a couple of niche
3PLs that specialize in the high-tech sector
and they are growing 50 percent each year,”
says Gordon.

So who are these dynamic 3PLs with
dynamite growth?

Mid-market 3PLs have annual rev-
enues from $100m to about $500m. They
include warehousing and distribution
companies, transportation management
and freight brokers, import consolidators,
international freight forwarders, and a
wide variety of value-added players in
niche markets. Gordon estimates the
growth rates for each group as follows:

e Non-asset based freight management

3PLs: 15 percent

e Low-asset based cross-dock/consoli-

dation 3PLs: 15 percent
e Global freight forwarders, particularly
those that specialize in the Asia-to-
U.S. trade: 15 to 20 percent

e Port-based logistics services offering
container consolidation and decon-
solidation: 20 to 25 percent

e Warehousing and distribution 3PLs

with value-added services: 20 percent.
But whether the 3PL is involved with
warehousing, transportation or other
logistics service, there is one overall rea-
son that so many mid-sized provides are
doing so well. The most successful com-
panies tend to focus on mid-sized cus-
tomers rather than trying to go
head-to-head with very large 3PLs for cus-
tomers in the ranks of the Fortune 500.
“Our company was conceived on the
idea of leveling the playing field for
mid-market companies by giving them
the shipping economies and technology
capabilities that their larger competitors
have,” says Dina Kundar, vice president
of business development for CaseStack,
a Santa Monica, Calif.-based 3PL that
handles warehousing and distribution
for mid-sized consumer packaged
goods companies.
She explains that CaseStack customers
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CaseStack Enables Rapid Growth for Advanced Beauty Systems

A key mission for Advanced Beauty Systems is to “help women
live better and feel better every day.” Its unstated business goal is
to create products and grow markets that will allow it to become
a leader in the highly competitive cosmetics industry. ABS is suc-
ceeding in both endeavors. Since its 2003 inception, ABS has
become one of the fastest-growing consumer products compa-
nies in the world. In just three years, ABS has leaped from distrib-
uting a limited line of products in less than caseload quantities to
beauty supply stores to marketing volume shipments of multiple
products through major retailers.

This accelerated growth path has also required ABS to rapidly
develop better, more sophisticated logistics capabilities. When it
sold only through beauty shops, ABS relied on its contract man-
ufacturers to stock inventory, fulfill orders and ship the product.
Even with this limited distribution, logistics was a problem.

e Reduce overhead by increasing the accuracy of its order

fill-rate

e Provide on-time delivery and a reduced level of loss and

damage on less-than-truckload (LTL) shipments

e Consolidate all product inventory in one storage location

rather than several warehouses scattered around the country

e Meet the very specific operational and technical require-

ments of its most important retailer, Wal-Mart.

e Integrate with ABS’s IT system and provide value-added

technology capabilities.

In the spring of 2005, ABS selected CaseStack, a 3PL that spe-
cializes in warehousing and distribution for fast-growing mid-
sized companies. CaseStack also had a warehouse near ABS’s
headquarters in Dallas, so the company could consolidate all of
its inventory and distribution operations in close proximity to

According to Chris McClain, CEO of the Dallas-based cosmet-
ics company, orders were often incomplete, deliveries were late,
and freight was damaged or trapped at regional truck terminals.

“The quality of our logistics did not match our products,”
says McClain.

In order to expand and develop ABS’s share of the health and
beauty supply market, McClain needed logistics help far beyond
its internal capabilities.

“We are primarily a sales and marketing company,” says
McClain.

In fact, ABS was in the process of changing its mix of prod-
ucts to allow it to distribute through Wal-Mart, Walgreen’s and
other large retailers. To meet the demands of these world-class
stores, ABS needed a very different operational solution. Nei-
ther its contract manufacturers nor its own capabilities were
up to the task.

“Outsourcing logistics was the only way to go,” says
McClain, who began a search for a third-party logistics provider
that could:
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where incoming product from contract manufacturers could be
inspected at any time.

CaseStack also has a long history of working with Wal-Mart’s
very specialized consolidation and receiving requirements. Wal-
Mart, for example, requires several highly sophisticated tech-
nologies and processes, including advanced shipping
notification, electronic data interchange, and radio frequency
identification. CaseStack is fully equipped to handle these
requirements and has long participation in Wal-Mart’s “
consolidation program for many of its other clients.

ABS already ran a sophisticated inventory control and track-
ing system and needed a logistics provider that could integrate
with its system. CaseStack offered a variety of web-based logis-
tics software that easily integrated with ABS’s inventory
control/tracking capabilities.

“Ease of integration was a major factor in choosing to work
with CaseStack,” says McClain. “ABS and CaseStack’s systems
work together very smoothly.”
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Once the computer systems were integrated, CaseStack
began the job of transferring inventory from a warehouse in
Chicago to the 3PL’s distribution center in Grand Prairie, outside
of Dallas. Within 7 days the transfer was complete and CaseStack
assumed responsibility of all ABS logistics functions.

Now every product from ABS’s contract manufacturers
comes into CaseStack’s Grand Prairie facility. When ABS receives
orders from retailers its employees enter them directly into the
CaseStack web site. CaseStack then manages the entire process
of transferring the product from its Dallas warehouse to its final
destination. The procedure is completely transparent. At any
time during the customer order-to-fulfillment process ABS can
use CaseStack’s web site to monitor the shipment and check the
inventory in real time. The ability to access real-time information
online 24/7 dramatically increased supply chain visibility, vastly
improving inventory management efficiency.

For outbound shipments to Wal-Mart and other large retail-
ers, CaseStack consolidates ABS orders with those of other Wal-
Mart suppliers handled in this warehouse.

“We pay TL rates even though we are shipping much less,”
says McClain. “For LTL shipments to other customers, we can use
the lowest possible rates that CaseStack negotiates based on its
total volume.

“Our web-based logistics systems allows
our customers to benefit from real supply
chain tools rather than spreadsheets.”

“For my LTL shipments, I have cut transportation cost by
three percent, and for the consolidations the costs have dropped
five percent.”

According to McClain, CaseStack has enabled ABS to reach its
business goals. Since working with CaseStack, freight claims
have been reduced by 80 percent, while its “must arrive-by date”
compliance rate has risen by nearly 20 percent. Additionally, its
fill rate has consistently exceeded 95 percent with CaseStack.

If the company encounters a problem, employees contact the
CaseStack account manager who manages ABS. McClain
describes the working relationship with CaseStack as a team
approach. “CaseStack has a three-man team that handles our
account. One rep oversees administrative issues, one handles
trafficking/receiving, and another deals with invoices. We have
developed a very close working relationship. Our CaseStack
team is always there when we call.”

The most significant benefit ABS has gained by outsourcing
its logistics, according to McClain, is the ability to grow its busi-
ness more rapidly because of the scaling capability of its 3PL.

“We are now focusing on how to increase revenue rather
than looking for ways to reduce costs,” says McClain. “We used
to spend hours tracking our freight. Since CaseStack has taken
over ABS’s logistics, those problems have gone away, leaving us
free to deal with other challenges and take advantage of addi-
tional opportunities.”

— Dina Kundar of CaseStack

generally do not have logistics depart-
ments, and they need help to be competi-
tive in the marketplace. Their competitors
are large CPG companies like P&G that
have very sophisticated logistics systems,
large supply chain staffs and the volumes
to move full truckloads across the country
at very low rates.

“The mid-market CPG companies have
to compete penny for penny with rivals
many times their size, but they have the dis-
advantages of longer lead times, more
inventory in transit and a higher costs per
case,” says Kundar.

While mid-sized companies have to
compete on a cost basis, they need the
operational capabilities that the big compa-

nies have to provide: supply chain visibility
and optimized transportation.

CaseStack provides regional consolida-
tions that give the shipper full TL costs even
though they are just shipping LTL quanti-
fies. They lower transportation costs by 40
percent going from LTL to consolidated TL
shipments, reducing lead times. The tech-
nology helps them manage their inventory
more tightly and move it faster.

“Our web-based logistics systems
allows our customers to benefit from real
supply chain tools rather than spread-
sheets,” she says.

This strategy is paying off for CaseStack,
which Kundar says is among the fastest
growing companies in the US.

“In 2006, we will double 2005 revenue,
which was 60 percent higher than 2004,
and that growth was a 300 percent increase
over 2003,” she says. Q

To access this article online, visit The Library
at www.supplychainbrain.com, category
Logistics/Transportation.

Resource Links

BG Strategic Advisors,
www.bgstrategicadvisors.com
CaseStack, www.casestack.com
AtomicBox Logistics,
www.atomicboxlogistics.com

Regal Logistics, www.regallogistics.com
4 Way Logistics, www.4way.com
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Case 'Stack

www.casestack.com

2850 Ocean Park Blvd., Suite 100
Santa Monica, CA 90405
Ph: 310-473-8885 * Fax: 310-943-4137
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