
gets the job done  
3PL leader DSC Logistics revved up productivity with 

conventional processes driven by a labor management system.

By Bob Trebilcock, Executive Editor 

Labor management 
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At Modern, we love auto-
mation. There is a wow 
factor about high-speed 
sortation, automated stor-
age and retrieval systems, 

and automated guided vehicles. But 
we’ll let you in on a dirty little secret: 
The vast majority of warehouses, 
plants and DCs still get the job done 
with the same tools that have been 
serving the industry for the past 60 
years, like pallet rack and lift trucks, 
all jazzed up with RF-driven picking. 

Well, the same is true for third-
party logistics providers (3PL). For 
a 3PL, it’s easier to bring in a new 
client when there’s no conveyor and 
sortation bolted to the ground, and 
it’s easier to scale labor up or down 
if demand spikes or contracts than it 
is to have idle automation. And, with 
3PLs working on razor-thin margins, 
getting the most productivity out of 
those basic tools is important to win-
ning new business and keeping exist-
ing customers. 

That’s why DSC Logistics began 
rolling out a labor management sys-
tem (RedPrairie, 877-733-7724, www.
redprairie.com) in 2005. Given the 
importance of labor to DSC’s business, 
the goals for the system were relatively 
simple, says Jim Chamberlain, direc-
tor of industrial engineering. “As a 
3PL provider, labor is the biggest com-
ponent of our business,” Chamberlain 
says. “Our ability to manage that labor 
could be seen as a differentiator.” 

Since the initial evaluation of labor 

technology solutions, DSC imple-
mented a labor management system 
(LMS) and incentive-based pay pro-
grams in 22 of its 35 logistics cen-
ters located across the United States, 
including a 575,000-square-foot food 
distribution facility in University Park, 
Ill. Roll outs will continue over the next 
few years. While the results have varied 
from site to site, the best improvement 
enabled a nearly 35% reduction in labor 
costs. “As a network, we’re averaging 
just north of 20% reduction in our vari-
able labor costs,” says Chamberlain. 
“When you multiply that across our 
entire network, it’s huge.”  

Choosing a vendor 
Founded in 1960 as a public warehous-
ing company in Chicago, DSC has since 
expanded its services and geographical 
reach. Today, DSC has evolved into a 
full-line supply chain partner, providing 
strategic knowledge and management 
services, from distribution to transpor-
tation to network modeling and design. 
The company operates 17 million 
square feet of distribution space across 
35 distribution centers, with a presence 
in all of the major metropolitan areas. It 
manages an additional 11 facilities as 
the lead logistics partner in 4PL rela-
tionships. While DSC does a limited 
amount of piece picking and parcel 
shipments for some customers, its sweet 
spot is case and full pallet handling and 
distribution. 

Those are labor-intensive opera-
tions and natural opportunities for 

labor management, a technology 
Chamberlain was familiar with. “In 
my first job out of college, I imple-
mented engineered labor stan-
dards and labor management,” says 
Chamberlain. “Having seen the value 
it delivered there, it was something I 
wanted to see us do at DSC.” 

In 2005, the DSC team was given 
the green light to create a short list 
of vendors that could meet DSC’s 
needs. They identified several goals 

(above) Jim Chamberlain, director 
of industrial engineering. (Left) 
DSC’s sweet spot is case and full 
pallet handling and distribution, 
two labor-intensive operations 
and perfect targets for labor 
management.

Photos by Mark Segal/Getty Images

mmh.com MoDern MaTeriaLS HanDLing  /  S e p t e m b e r  2 0 1 0   19



20  S e p t e m b e r  2 0 1 0  /  MoDern MaTeriaLS HanDLing mmh.com

modern system report

for a labor management system: 
• Establish best practices that 

could be implemented company 
wide: Developing a consistent best 
method to perform a task would lead 
to a safer work environment and 
would reduce turnover. 

• Improve productivity: Getting 
better control over labor would lead 
not just to a more productive work-
place; it would also create a more 
profitable business. 

• Gain a competitive advantage: 
Better labor costs would allow DSC 
to deliver more value to its existing 
customers. With lower labor costs, 
DSC would also be more confident 
about the quotes it created for poten-
tial customers.  
DSC identified four LMS industry 

leaders. The due diligence included 
reference calls, site visits, live demon-
strations and a conference room pilot 
using DSC’s data. 

From the standpoint of functional-

ity, the final selection came down to the 
vendors’ ability to deliver on a number 
of points, including: 
• The LMS had to integrate with 

DSC’s proprietary warehouse man-
agement system (WMS). 

• The system had to measure and 
report on all of an employee’s time, 
from when they signed into the sys-
tem at the beginning of a shift until 
the end of a shift. 

• The system needed to be dynamic, 
with the capability to change as 
DSC’s business changes. 

• The vendor had to have a database of 
pre-determined time standards. “We 
did not want to recreate the wheel 
and do our own time and motion 
studies,” says Chamberlain. 
In the summer of 2005, DSC began 

the work for a fall rollout at a pilot site. 

Piloting labor management 
With a solution in hand, the next step 
was to pilot labor management to see 

what kind of benefits the technology 
could deliver. “We decided to prove the 
concept in one facility and if it proved 
fruitful, we would move ahead through 
the network,” says Chamberlain. 

Internally, DSC decided to run the 
pilot at a facility in McDonough, Ga.— 
its best managed site. The theory was 
that if they can deliver an improvement 
at the most productive site, the results 
will be better at marginal sites. 

To prepare for the pilot, DSC had to 
create best practices and a template for 
each of the tasks that would be man-
aged and an IT process to collect and 
feed the data about those job functions 
to the labor management system. 

The 3PL decided to measure the 
tasks associated with receiving, putaway, 
pallet picking and case picking, replen-
ishment, product moves and trailer 
loading. But rather than go live with all 
of those tasks at once, they decided to 
do them one function at a time, begin-
ning with case picking since that is the 

most labor intensive function. 
“We started by reviewing 

our current process for case 
picking, and then worked 
with our vendor, our opera-
tions managers, our engineer-
ing group and our associates 
to re-engineer the task and 
develop the best practice,” 
says Chamberlain. In this 
case, that meant observing 
the complete cycle of a case 
pick, from the time an asso-
ciate received an assignment 
from a supervisor and keyed 
into an RF-enabled scanner 
to the completion of the final 
pick and the delivery of a 
stretch-wrapped pallet to the 
shipping dock. 

This was an opportu-
nity to build ergonomic best 
practices into the preferred 
method, like bending at the 
knees and not at the waist, 
and to re-engineer the task. 
“One example was to have 

DSC has rolled labor management out in 22 of its 35 locations, with an average 20% 
reduction in variable labor costs.
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associates park their pallet jack on the 
same side of the aisle as they are pick-
ing,” says Chamberlain. “That allows 
other members of the team to pass by 
them unobstructed.” 

Add up little changes like that, he 
says, “and it’s the difference between 
someone who is very smooth with 
their picking and someone for whom 
it is a struggle.” 

Parallel to creating best practices, 
DSC developed a warehouse map that 
defines all of the locations in the build-
ing, both horizontal and vertical, and 
measures the travel time to serve those 
locations on various pieces of equip-
ment. “Since accountability and incen-
tive-based pay were going to be tied to 
the labor management system, it was 
important that we were accurate to the 
inch,” says Chamberlain. 

Change management and training 
were also important to the ramp up phase. 
DSC understood that some employees 
would feel threatened by the changes. 
“We wanted supervisors to understand 
that not everyone is going to ramp up at 
the same level, and we wanted to make 
sure that we were coaching on the floor 
so that associates were improving before 
we went live,” says Chamberlain. “We 
didn’t want to have people who weren’t 
going to be successful.” 

The last step before the formal go-
live was to turn on the system behind 
the scenes to get a baseline level of per-
formance to measure from. If everyone 
was working at 75% of the standard, 
that would be the starting point. The 
goal was to get everyone to standard 
within six to seven weeks of going live. 

In all, the prep work took about 
five months. By March 2006, DSC 
had flipped the switch to go live on all 
functions. 

 
Lessons learned 
Once DSC went live on case pick-
ing, the 3PL created a methodology 
for rolling out the solution across the 
other processes. “There is only so much 
change that people can handle at a 

time,” says Chamberlain. “So, once we 
went live with case picking, we would 
develop a best practice for the next 
task, create a standard, roll it out and 
then ramp it up to get everyone working 
at that standard. We repeated that for 
each job function.” 

About two months after going live 
with case picking, DSC put metrics in 
place to measure how the facility was 
performing against the baseline and, 
more importantly, how achievements in 
productivity translated into savings. 

That information was used to 
develop an accountability policy and 
an incentive-based compensation pro-
gram. With the system up and running, 
employees were expected to hit stan-
dard over the course of a week, mean-
ing that one day they may be up, one 
day they may be down, but over the 
course of a week they were on target. 

If they didn’t hit standard during a 
week, however, management would 
compare how they had performed 
over the previous month to determine 
if it was an isolated week or a trend; 
if they hadn’t hit the standard consis-
tently over a four-week period, DSC 
would do a six-month analysis. Only 
then would an employee get written up. 
“We wanted to take into consideration 
that an employee is going to have a bad 
week now and then without disciplin-
ing them,” says Chamberlain. “But we 
also wanted to be clear that you can’t 
have multiple weeks below standard if 
you want to be part of the team.” 

Within four months of rolling out 
the system, DSC implemented the 
incentive-based compensation pro-
gram, which rewarded associates for 
working above the standard. 

Throughout that first roll out, there 
were lessons to be learned and tweaks to 
be made. “We learned that communica-
tion was critical,” says Chamberlain. “For 
instance, we initially thought that coach-
ing and training associates who were 
working below standard would be com-
mon sense, but it wasn’t. So, we added 
modules to train our supervisors so that 
coaching was a learning session and not 
a disciplinary session. Once we did that, 
coaching became a huge success.” 

Initially, DSC included every worker 
in the warehouse on the incentive plan. 
The idea was to share the wealth with 
everyone, rather than risk alienating 
some associates. The result was that 
the pie was spread too thin, with incen-
tives sometimes amounting to less than 
a dollar. “Now, we only include those 
people who are being measured by the 
labor management system, and the pro-
gram really does incentivize people who 
can save us money,” says Chamberlain. 
He adds that the program is truly self-
funding: The savings are greater than 
the amount of the payouts. 

The benefit: The system delivered 
a 20% improvement in McDonough, a 
surprise given that it was a very well run 
facility to begin with. Since then, DSC 
has continued to roll out the program to 
successive sites. 

“There are so many things that we 
have taken from this program,” says 
Chamberlain. “But the biggest is that 
it enabled us to deliver on the prom-
ise that we have made to our custom-
ers. In the past, we hoped we had a 
strong team that would deliver results. 
Now, we know that any proposal we 
put forward, we are going to be able to 
achieve that.” M

“ We wanted supervisors to understand that not everyone 
is going to ramp up at the same level, and we wanted 
to make sure that we were coaching on the floor so that 

associates were improving before we went live.”

 —Jim Chamberlain, director of industrial engineering
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for instance, is for an item that is in 
short supply at a location about to be 
picked. 

Picking: Before initiating a pick, 
an order selector signs into an RF unit 
and chooses pallet picks or case picks. 
If the selector chooses pallet picks, the 
system will direct him to a pallet loca-
tion (3); once there, the selector will 
scan the license plate bar code on the 
pallet and then scan a location tag in 
the staging area (2) on the dock. The 
pallet is now ready for shipment. If 
the selector chooses case picks, they 
will sign into an order and retrieve an 
empty pallet. The system will then 
direct the selector from one pick loca-
tion to the next in the appropriate stor-
age area (3) until all the cases for that 

assignment have been picked to the 
pallet. Once the pallet is com-
plete, the selector will take it 

to be stretchwrapped and then 
scan it into a staging location (2) 

on the dock. The pallet is now ready 
for shipment. 

Shipping: In the staging area (2), 
associates scan a license plate bar code 
on a pallet. The warehouse manage-
ment system then directs them to the 
right trailer (1) for delivery. 

Managed labor
DSC uses labor management to get the 
most from conventional systems. 

DSC Logistics,  
University Park, ill.  
Size: 575,000 square feet
Products: Food grade products 
Throughput: 17 million cases per year
Shifts: 5 days, 2 shifts (Flexes to 3 shifts during 
peak business)
employees: 30 to 45 employees, depending on 
the season

System suppliers 
LaBor ManageMenT: redPrairie, 877-733-7724, 
www.redprairie.com  

WareHoUSe ManageMenT SySTeM: DSC Logistics, 
developed in-house    

LifT TrUCkS: Crown equipment, 419-629-2311,  
www.crown.com     

MoBiLe CoMPUTing anD Bar CoDe SCanning: 
LXe, 800-664-4593, www.lxe.com; Motorola, 800-722-
6234, www.motorola.com; and Datalogic, 800-929-
3221, www.scanning.datalogic.com   

Thanks to its labor management sys-
tem, DSC Logistics’ suburban Chicago 
distribution center, one of 35 in its 
network, is delivering big gains with 
conventional systems.  For each of the 
processes associated with receiving, 
putaway, replenishment and picking 
and shipping, the labor management 
system (LMS) tracks the performance 
of associates against engineered labor 
standards. That information is used as 
part of an incentive payment system 
developed by DSC. 

receiving: To initiate the receiv-
ing process (1), an associate signs into 
the RF system and inputs the number 
associated with an inbound order. The 
associate then either scans a license 
plate bar code on a pallet as it comes off 
the truck, or creates, applies and scans 
a license plate bar code if the pallet 
doesn’t already have one. The pallet is 
then scanned into a location in a staging 
lane (2). Once all of the pallets from that 
load have been staged, a dock associate 

will do an inbound 
check to make sure 
that the quantity 
and quality of the 
loads match the 
purchase order. The 
inventory is now 
received in the sys-
tem. 

Putaway: The 
facility is a mix 
of floor and rack 
locations (3) deter-
mined by the product stored in that loca-
tion. After an associate scans the license 
plate bar code on a pallet, the WMS sys-
tem will choose the appropriate location 
for storage. At the storage location, the 
associate will scan a location bar code 
label to confirm the putaway. 

replenishment: DSC also oper-
ates a directed replenishment pro-
gram. The WMS system prioritizes 
replenishment picks according to five 
levels of demand; a hot replenishment, 
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