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learn and understand what these 
[regulatory] changes are. Ignorance 
of the laws is not going to excuse a 
regulatory offense.”

VersaCold’s Harrison adds that 
other investments will be necessary 
to meet the regulations, including 
technology to monitor temperature 
shifts, as well as changes to product 
dates and codes. Having the capability 
to analyze the customer supply chain 
will only add greater efficiencies.

lot of pork and poultry and imports 
a large variety of food and beverage 
product. The impact of that, though, 
has been the regulations required 
to ensure that contaminated prod-
ucts don’t go in either direction. 

The regulations help reduce or 
eliminate the spread of food-borne 
illnesses from such events as mad 
cow disease or avian flu. Smith urg-
es constant vigilance to assure that 
regulations are met. “We’ve had to 

according to Doug Harrison, 
president and CEO of VersaCold 
in Vancouver, British Columbia. 
He points out that a refrigerated 
trailer-tractor combination is about 
60 percent greater than a dry trail-
er and tractor. “Certainly, you’re 
dealing with a much higher level 
of claims potential because of the 
sensitivity of the product.”

Going Global
VersaCold focuses exclusively 

on temperature-sensitive food 
and beverage products and has 
seen the landscape change in its 
71-year history.

“The industry is far more global 
than its ever been,” says Harrison. 
“We’re seeing products manu-
factured around the world and 
being brought into local markets. 
This creates a number of supply 
chain challenges and border-point 

issues that we have to 
work through. And we’re 
seeing far more regu-
lations in terms of food 
safety…and much more 
rigidity around what ex-
actly food safety means.”

Harrison also cites a 
consolidation of the cus-
tomer base in food manu-
facturing, as well as a shift 
in products. “Where you 
used to see a lot of canned 
[products] or products 

that had longer shelf lives, we’re 
now seeing much more high-quality 
prepared foods—fresh foods that 
all have a far greater sensitivity to 
temperature and shelf life.”

Smith, who has been in the 
industry for 30 years, adds that 
he’s “amazed” at how the world has 
become so much smaller.

“Products that you thought 
wouldn’t cross borders, or are 
[going to] Europe from the U.S., [is 
something] you didn’t see years ago. 
There’s a blending of borders where 
you can find product nearly any-
where. People are looking for the 
best quality at the lowest prices.”

The issue of regulations has also 
blended across imports and ex-
ports. The United States exports a 

Logistics, warehousing and 
transportation are difficult 
enough, but as third-party lo-

gistic providers (3PL) begin to move 
further into the food supply chain, 
the complexities increase, especially 
when time and temperature are 
added into the mix.

The pain points they feel range 
from a variety of areas, including 
seasonal pricing shifts, transporta-
tion times, availability and efficiency 
of trailers, driver shortages, increas-
ing regulatory issues, and a more 
global market, to name a few. In 
addition, consumers are demanding 
fresher, locally sourced products, 
adding another layer of complexity.

With all of this stacked against 
them, why would 3PLs want 
to transition into the food and 
beverage sector or expand their 
operations? After all, it’s expensive 
and risky, says Mark Smith, area 
vice president of Penske Logistics 
in Corona, California. The cost of 
equipment can be enormous.

“A multi-temperature reefer 
trailer with a lift chain is going 
to be about as much as a tractor 
now, so over $100,000…whereas 
a dry trailer is under $20,000. The 

inhibiting factors on the transpor-
tation side are the start-up costs 
and maintenance that you have 
to spread out over the life of the 
trailer and the contract.”

On the warehouse side, the cost 
also can be prohibitive compared 
to a dry building, Smith explains. 
Because of the freezers, coolers, 
and related pipes and mechanics, 
it takes a larger crew who under-
stands how to keep them working 
and do repairs quickly if necessary. 
Making that investment carries risk 
along with it. But, if done right, the 

risk will pay off.
“All that is more expensive, and 

you have to plan for it at the start-
up. [But it can be] lucrative because 
firms and consumers are paying 
for your expertise. They’re paying 
you to take the risk in all of this, 
whether it’s maintaining operating 
conditions of the trailer or ensuring 
product arrives within the correct 
temperatures. You’re taking all that 
risk, so they’ll pay more for it.”

A cold chain warehouse is ap-
proximately four times the capital 
investment of an ambient facility, 
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FOR 3PLS, THE FOOD AND BEVERAGE 
INDUSTRY ADDS MORE COMPLEXITY

 Operating a cold storage facility  
is costly, given the investment  
and maintenance required for  
freezers, coolers, and related pipes 
and mechanics. 
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3PL  continued to a small pod for a whole apartment 
complex instead of a grocery store. 
It’s going to change what that final 
mile looks like somewhat.”

A Final Bit of Advice
Even with 3PLs serving the food 

and beverage industry, efficiency 
remains key. That means maximizing 
trailer space, consolidating orders, 
and maximizing cost per box, advis-
es Mosqueda. “You have to be on 
time, you have to be loading when 
you said you’re going to be loading, 
and delivering when [you said you 
would be] delivering. The days of the 
five-hour load or unload times really 
need to become extinct.”

Why? For your customers to 
compete effectively, they have to 
know exactly where their shipment 
is at all times—and exactly the cost.

“The analytics behind that,” 
Mosqueda says, “are second to 
none. You’re seeing MIT grads and 
Ivy League grads enter the logistics 
and supply chain industry because 
it has become a science.”  

managing instantaneous demand, 
says Harrison.

“You’re moving away from typical 
stock orders to a retailer and into 
more long-term cycles around 
replenishment. Today’s consumer 
expectations may mean that I have 
only hours to fulfill an order within 
a local market.

“It’s now about how we lever-
age technology, analysis and local 
resources to make sure that we can 
fulfill that instantaneous demand,” 
he adds. “Of course, the complexity 
with food is short shelf life, the need 
to maintain product at a greater 
temperature requirement—all at 
instantaneous speed.”

Penske’s Smith sees a trend toward 
fewer brick-and-mortar operations, 
changing the way 3PLs operate.

“You’ll see more small packag-
es, small deliveries going out, so 
that’s going to change our mode of 
transportation. We’re going to have 
to learn how to deliver to a home in-
stead of a distribution center. We’re 
going to have to learn how to deliver 

has changed the way supply chains 
operate. Johanson Transportation 
Service’s Mosqueda calls it “the 
elephant in the room.”

“They’ve created the supply chain 
juggernaut,” he says. “This includes 
the food and beverage [industry] 
and warehousing, as well as the 
demand for food and beverage. It 
was only five to seven years ago 
when you ordered a package and 
expected it to arrive in a week at 
best. That was the normal expec-
tation when ordering online or 
through a catalog.”

In those days, Mosqueda adds, 
people would only order online if 
the local retail store didn’t stock 
what you wanted. And then you 
knew it would be a week or two 
before the item arrived.

Which brings us to the Amazon 
Effect and the company’s recent-
ly approved purchase of Whole 
Foods—an internet company buying 
a brick-and-mortar company. 
What does that mean for 3PLs? 
Even more complexity caused by 

times,” Mosqueda says. “A lot of the 
food and beverage industry will now 
start demanding team runs, or go to 
a more regional-based distribution 
strategy, because drivers can only 
legally travel solo 550 miles on the 
ELDs. It could add a day-and-a half 
to transit times.”

Work-arounds will be necessary 
to meet the ELD rules. Mosqueda 
advises dialogue with shippers, 
receivers and customers to con-
solidate loads and work with drop 
trailer programs. He also advises 
shippers have their products pre-
staged, so that trucks and drivers 
aren’t waiting and spending live 
hours and drive time at the dock.

Meanwhile, there’s also the issue 
of driver shortages and finding 
talent who will work in very cold 
conditions, Harrison says. “In our 
warehouses, we’re looking for peo-
ple that are willing to work at -25 
degrees Celsius (-13 Fahrenheit) 
for 8 or 10 hours a day. And we’re 
looking for drivers that are going to 
be handling more dense products 
and deliver them to food retailers, 
directly into restaurants and into 
other franchise environments.”

The lack of available talent, 
whether it’s drivers or warehouse 
workers, is occurring “at an alarm-
ing pace,” Smith adds. “Just fulfilling 
those roles are becoming more 
and more difficult in today’s world 
because it’s hard, physical work 
with many hours. That’s probably 
the biggest issue we run into, and 
not just in food and beverage.

“On the food and beverage side, 
it’s not so much the regulations,” he 
adds. “It’s the customer’s expecta-
tions and our internal expectations 
to meet food handling performance 
indicators. We’re always seeking 
the right temperature consistently, 
making sure that there’s no gaps 
within the entire temperature of the 
cold chain process. Product must get 
manufactured, moved into a truck, 
transported to a distribution center 
and onto its final destination.”

I Want It Now
We’ve all heard about the “Ama-

zon Effect” and how the company 

vegetables and produce and food-grade items 
that are being harvested and shipped out,” says 
Jeff Mosqueda, vice president of sales, Tem-
perature-Controlled Division, Johanson Trans-
portation Service in Fresno, California. “When 
you’re moving food and beverage, the majority 
of it travels on reefers. There’s also heavier de-
mand for trailers due to capacity spikes during 
peak markets around the holidays and summer 
months. You start to see a demand for capacity 
and with that goes the pricing.”

That creates additional pain points as it 
affects transit times and communication 
deadlines, which will be complicated even 
more as electronic logging devices (ELD) 
become mandatory. The phase-in compliance 
begins on Dec. 17 of this year. The full-com-
pliance phase begins on Dec. 16, 2018.

“That’s going to have a huge effect on transit 

“We’ve invested just north of $1 million 
in a supply chain solutions team, which is a 
group of engineers who use advanced soft-
ware to drive capability into our operating 
efficiencies, but mainly into our customers’ 
networks. We’ve invested heavily in a 
team of food scientists because all of our 
business is food related. We have a team of 
food scientists and food safety profession-
als who work closely training our people 
and our customers on how to handle fresh 
product to get it through to market fast, but 
in a safe way.”

The Summertime Blues
The summer months add another layer of 

complexity to the food and beverage supply 
chain. “You always see higher rates in the 
summer time, and that’s due to a lot of the 
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OUTSOURCING VERSUS INSOURCING: 
DRIVING CUSTOMER VALUE WITH NEW SERVICES

To insource or to outsource? That is the question manufacturers, retailers and foodservice operators 

alike consider when evaluating their supply chain operations. Increasingly, the dynamics associated 

with fast-moving consumer demands, relentless competition, SKU proliferation and regulatory compli-

ance all lead to outsourcing as the answer.

Tim Smith, executive vice president, sales and business development at Lineage Logistics, says that 

serving as an integrated extension of customers’ cold chains allows them to concentrate on what they 

do best—make and sell food.

“By applying best practices for internal activities like freight optimization and transport lane perfor-

mance to outsourced logistics, cold chain providers can help customers optimize their operations and 

achieve significant cost savings,” he says. “The value we can deliver is undeniable, and the services 

we provide address multiple customer hot-button issues, including real-time visibility in the supply 

chain, transportation management solutions, inventory control efficiencies, network lane optimization 

among multiple customers, sustainability, food safety, labor availability and security. Perhaps most 

impactful, our solutions can drive revenue growth by getting fresher products to the shopper faster 

and dramatically reduce food waste.”

Over the past few years, Lineage Logistics has expanded its portfolio with other value-added  ser-

vices, among them high-pressure processing, manufacturing, import/export and customs brokerage, 

with the intention of providing customers the most cost effective outsourcing solution.

According to Smith, the inherent connectivity offers strong visibility into the data customers need to 

maximize their supply chain spend, which is especially evident in Lineage’s Managed Transportation 

Services (MTS) solution. “Our MTS combines Lineage’s extensive network of facilities spanning more 

that 100 locations across North America and Europe with highly scalable TMS technology from BluJay 

Solutions to provide systems, data and operating capabilities. The strategic partnership, announced in 

March, also leverages $25 billion of spend data, an unprecedented opportunity for customers in the food 

and beverage space to maximize performance and realize dramatic cost savings,” he says.

Smith adds, “Our greatest opportunity in providing an outsourced solution is establishing mean-

ingful partnerships with customers, which can lead to true transformation in their supply chain. For 

example, by helping a manufacturer enter a new market or developing a staging area within a facility 

to bypass a retailer’s DC (distribution center) en route to its stores, the collaboration can solidify the 

role of cold chain providers as true extensions of their customers’ supply chains.”
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bev industry will 
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based distribution 
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