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TOOL DEVELOPMENT

“Outsourcing - Yes or No?”

In an effort to help companies dealing with cost analysis the
Warehousing Education and Research Council (WERC) has
come up with a plan to develop a web-based tool.  

The tool will provide assistance to companies seeking
to outsource logistics operations in figuring out vital

information that will help in the decision-making process.

+ +
In the project planning phase our team 
identified the objectives for the IPRO. The 
main task is to aid companies seeking to 
outsource logistics operations.
 
We identified three major groups where 
the costs are allocated.

Research phase:
- Library and Internet Research
- Warehouse visit and Interviews

Division into Sub-teams:
We reached our goal of building the Logistics Outsourcing Tool 
through these intermediate steps:
- Creating a mathematical model of distribution operation 
- Creating a web-based application for efficient cost analysis
- Preparing the layout of the tool, and all deliverables by the 
   marketing team

Building

Cost Developing Variables

Equipment Labor Other
- Facility size and 
   volume
- Pallet size
- Rent cost
- Other building
  costs
- Capacity-related 
   inputs

- Own equipment
- Rent equipment

- Labor division / 
  structural break-
  down
- Working hours:
   - regular
   - overtime
   - productive

- Maintenance
- Utilities
- Insurance
- Miscellaneous

Statistical and 
Comparison Variables
- Total number of orders
- Orders held
- Orders shipped
- Error free orders
- Orders picked
- Average capacity used

Displayed Results Comparison
- Total costs in each group
- Cost distribution structure
- Warehouse capacity
- Pallet cost
- Productivity cost distribution
- Number of pallets stored at capacity
- Divisions costs
- Efficiency

of the following variables:
- Employee productvity
- Annual storage utilization
- Inventory turnover
- Different capacity used
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Best in ClassLow Median Good

- Order cycle time
- Orders fill rate
- Backorders
- Orders Accuracy

B ildi

In 
ide
ma
ou

“How to maximize the 
profit of a warehouse?”

“What are the actual costs? 
How are they itemized?”


