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When Sole Sourcing Is Not
the Best Solution
The Value of Separate Print & Fulfillment Partners

The popularity of combining print and marketing fulfillment

services has ebbed and flowed since printers provided thefirst

outsourced fulfillment servicesduring the 1980s. Thissolution

worked well for companieswith low-volume needs at atimewhen

technol ogies and other capital expendituresthat supported Businesses with

fulfillment wereless sophisticated. Asclients demanded morefrom .

their fulfillment solution, companiesthat specidized infulfillment ~ NIGNEr volumes

emerged to answer thecall. and more

For companieswith fulfillment requirementslimited to alow complex

volume of shipments containing the sameitemsin the same fulfillment needs

guantitiesgoing to afew recipients—right off the presses—a printer are best served

isalogical solution. Businesseswith higher volumesand more

complex fulfillment needs—such as shipmentswith variable by working with

contentsand quantitiesor itemsthat require special handling—are _

best served by working with aworld-classfulfillment supplier. S INOIA(E R
fulfillment

Print and fulfillment servicesare different disciplineswith supplier.

potentially conflicting goals. At the heart of theissuefor abusiness

with fulfillment needs arethe answersto two questions:

I's fulfillment a core competency of the supplier?
And, if so,
Doesthe provider offer fulfillment services without
interestsin conflict with the objectives of world-class
fulfillment?
Theanswer to both questions must be“yes.” But how can you

identify asupplier’score competency? It will bethat areaof the
businessthat demandsthe primary attention of management, directs
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the company’ s strategy and resource allocation, and drivesthe
company toward continual improvement.

Printing and fulfillment operations both handle marketing literature,
but that iswherethe similaritiesend. A printing company hasa
product-based businessmodd; its processes are designed to
maximizeitsquality and output of printed materials. A fulfillment
company usesaservice-oriented businessmodd ; its processesare
designed to gain efficienciesin the storage, order placement, and
distribution of agiven volume of materials. Excellencein one model
doesnot readily correlateto excellencein the other, and investment
in one does not create improvement in the other. Whileitisnot
impossiblefor asingle company to gain high competency in both
services, theinvestment and continuousimprovement that isrequired
to maintain aleadership position in both competenciesisdifficult to
maintain.

Printing compani esrequire huge capital investmentsto stay
competitive with the numerous others supplierswho can provide an
equal quality product. Thisenvironment hasnurtured atrend for
printersto branch out into other servicessuch asfulfillment. The
benefit for aprinting company istwofold. The obviousyet least
important benefit isthat it providesthe company with an additional
revenue stream. The main payoff for becoming acompany’ssole
provider of both print and fulfillment isthat the printer has
effectively removed competition for that client’sprint business,
resulting inincreased print volumesand higher profit margins.

The printing company also gains* stickiness” with theclient,
meaning that the client findsit difficult to moveeither itsprint or
fulfillment servicesto another company duetoitsincreased
dependency on the printing company. A common attitude among
businessesinthissituationis, “1t would just be too much troubleto
movethework to another provider.”

While somelarge printersare divesting themselvesof fulfillment
servicesand focusing again solely on print, othersareengaging in

. B

The main payoff
for becoming

a company’s
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mega-mergersand acquisitionsin an effort to be everything to
everybody. When acompany’s management and resources are
focused on integrating various processes, people, and technology
from the acquired companies, where doesthat leave you, the
customer, and your fulfillment needs?

A company that offersfulfillment asitsflagship service must not
only provide excellent service but must also offer ahighly efficient
Inventory management system. A common misconceptionisthat a
fulfillment provider makes money by increasing storage space. The
oppositeistrue. A fulfillment company’s primary source of revenue
isthe number of transactionsit processes, thus motivating acompany
to maximizeitstransactional output while minimizing itsfixed costs,
such aswarehouse space. Thefulfillment provider isinterestedin

hel ping clients reduce the major cost associated with the storage and
distribution of marketing collateral—theinventory.

A quality print supplier coupled with a separate, world-class
fulfillment provider ensuresthat thereisno compromise of interests.
Each company doeswhat it does best, and the client benefitsfrom the
checks and balances between thetwo vendors. Additionally, each
company operateswithin afree market environment, ensuring

competitive pricing, quality, and service.

For businessesthat want the advantages of consolidation without the
pitfals, someinnovativefulfillment companiesare now offering a
hybrid solution. Whileitisknown by variousterms, thisserviceis
commonly referred to as Supplier Inventory Administration (SIA).

Simply put, thefulfillment provider actsastheclient’s primary
interfacefor al inventoried items, thus reducing the administrative
timerequired to manage inventory and purchasing. Minimally, the
fulfillment provider monitorsinventory levelsand suggests or makes
inventory repurchase and destroy decisions. Reorders might be
placed directly with the printersand providers of other inventoried
itemsand recei pts monitored. Thefulfillment company may be
responsible for accounts payabl e functions, such asreceipt of
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invoicesfrom printers, verification that theinvoice amountsare
consistent with original purchase orders, receiving documents, and
tendering payment to the vendors. By choosing an SIA level of
service with acompetent fulfillment partner, theclient isableto
realize the benefits of aconsolidated supplier base without the
associated risks.

Conclusion

While some companies may benefit from aconsolidation of print and
fulfillment services, many companieshave complex distribution
requirementsthat demand more sophisticated services. When

sel ecting which vendor or vendorsto providethose services, a
company should carefully assess each supplier’s core competencies
and primary sources of revenue. A supplier that offersexpertiseina
given servicewith no conflicting interestsiswell positioned to
become along-term partner to your company. If reducing the
administrative expense of managing multiplevendorsisapriority,
then aservice such as Supplier Inventory Administration may allow
you to enjoy the benefitsand avoid the pitfalls of combining print
and fulfillment serviceswithin asingle provider.
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