
 

A Comprehensive Guide to Establishing a Packaging Business 
in the United States: Legal, Operational, and Financial 
Strategy 
 

 

Part I: Establishing the Legal and Corporate Framework in the 
U.S. 

 

This foundational part of the report addresses the critical legal architecture required 
to operate a packaging business in the United States. It moves from the highest-level 
strategic decision—the choice of corporate entity—down to the granular, 
jurisdiction-specific compliance mandates that govern daily operations. 

 

Section 1.1: Choosing the Optimal Business Structure: LLC vs. S Corporation 

 

The selection of a business structure is the most consequential initial decision for an 
enterprise entering the U.S. market. This choice has profound and lasting implications 
for taxation, owner liability, administrative complexity, and the ability to raise capital. 
For most new ventures, particularly those with foreign ownership, the primary 
consideration narrows to two principal forms: the Limited Liability Company (LLC) and 
the S Corporation. Understanding the fundamental distinctions between these is 
paramount. 

An LLC is a legal business structure formed at the state level that combines the 
liability protection of a corporation with the tax efficiencies and operational flexibility 
of a partnership or sole proprietorship.1 The owners of an LLC are referred to as 
"members".2 In contrast, an S Corporation is not a business structure itself but a 
federal tax classification granted by the Internal Revenue Service (IRS).3 A business 
must first be structured as a legal entity, such as an LLC or a C Corporation, and then 
it can file an election with the IRS (Form 2553) to be taxed under Subchapter S of the 



Internal Revenue Code.3 

Liability Protection 
The primary advantage of both an LLC and an S Corporation over simpler structures like a 
sole proprietorship or general partnership is the provision of a "liability shield".1 This legal 
separation means that the business is considered a distinct legal entity from its owners. 
Consequently, the owners are not personally responsible for the company's debts or legal 
liabilities. Should the business face a lawsuit or be unable to pay its creditors, the personal 
assets of the owners—such as their homes, vehicles, and personal bank accounts—are 
protected.1 This protection is a cornerstone of modern corporate law and is essential for 
mitigating personal financial risk. A sole proprietorship offers no such firewall, making the 
owner personally liable for all business obligations.1 
Taxation Implications 
The most significant differences between these structures emerge in how they are taxed. 
●​ LLC (Default Taxation): By default, the IRS treats an LLC as a "pass-through" 

entity. This means the business itself does not pay federal income taxes. Instead, 
the profits and losses "pass through" to the members, who report this income on 
their personal tax returns and pay taxes at their individual rates.2 This structure 
effectively avoids the "double taxation" associated with traditional C 
Corporations, where profits are taxed first at the corporate level and again when 
distributed to shareholders as dividends.3 However, a critical drawback for LLC 
members who are actively involved in the business is that all profits passed 
through to them are typically subject to self-employment taxes, which cover 
Social Security and Medicare contributions (currently at a rate of 15.3%).2 

●​ S Corporation Taxation: An S Corporation is also a pass-through entity, thus 
avoiding double taxation. Its key tax advantage lies in how it handles owner 
compensation. Owners who work for the business must be paid a "reasonable 
salary" for their services, which is subject to standard payroll taxes (FICA and 
unemployment taxes).2 Any remaining profits can then be distributed to the 
owners as dividends. These distributions are not subject to self-employment or 
payroll taxes.1 This bifurcation of income into salary and distributions can result in 
substantial tax savings for the owners compared to an LLC, where all profits are 
subject to self-employment tax. 

Ownership and Capitalization Constraints 
A critical distinction for international entrepreneurs is the strict ownership limitations imposed 
on S Corporations. The IRS mandates that an S Corp cannot have more than 100 
shareholders, and all shareholders must be U.S. citizens or residents.2 S Corporations also 
cannot be owned by other corporations or partnerships and are restricted to issuing only one 
class of stock.2 These rules effectively disqualify most non-resident foreign nationals from 
directly owning an S Corporation. 



LLCs, in stark contrast, offer complete flexibility in ownership. An LLC can have an 
unlimited number of members, and these members can be individuals of any 
nationality (U.S. citizens, non-U.S. citizens, and non-U.S. residents), as well as other 
corporate entities like corporations or even other LLCs.2 This flexibility makes the LLC 
the most practical and accessible legal structure for foreign entrepreneurs 
establishing a new business in the United States. 

Administrative Formalities 
The operational and administrative requirements also differ significantly. S Corporations are 
subject to more rigid corporate formalities, mirroring those of traditional corporations. These 
include the mandatory appointment of a board of directors and officers, the holding of regular 
board and shareholder meetings, and the meticulous recording of corporate minutes.1 Failure 
to adhere to these formalities can risk piercing the "corporate veil," potentially exposing 
owners to personal liability. 
LLCs generally have far fewer state-mandated formalities, offering greater operational 
simplicity and flexibility.2 While it is highly advisable for an LLC to have a 
comprehensive operating agreement and to document major decisions, the statutory 
requirements for meetings and record-keeping are typically less stringent than for 
corporations. 

Given the restriction on foreign ownership for S Corporations, the LLC stands out as 
the most viable and strategically sound choice for a Korean entrepreneur launching a 
U.S. packaging business. It provides the essential liability protection while offering the 
necessary flexibility for international ownership and a simpler administrative 
framework. 

 
Feature Limited Liability Company 

(LLC) 
S Corporation 

Liability Protection Protects owners' personal 
assets from business debts 
and lawsuits.1 

Protects owners' personal 
assets from business debts 
and lawsuits.1 

Taxation Method Pass-through taxation by 
default. Profits/losses 
reported on owners' personal 
tax returns.3 

Pass-through taxation. 
Profits/losses reported on 
owners' personal tax returns.3 

Self-Employment Tax All net earnings passed to 
active owners are subject to 

Only the "reasonable salary" 
paid to owner-employees is 
subject to payroll taxes. Profit 



self-employment taxes.2 distributions are not.2 

Ownership Eligibility Unlimited owners (members) 
of any nationality. Can be 
owned by individuals, 
corporations, or other LLCs.3 

Maximum of 100 
shareholders. Shareholders 
must be U.S. citizens or 
residents. Cannot be owned 
by corporations or 
partnerships.2 

Management Flexibility High. Can be managed by 
members or by appointed 
managers. Fewer formal 
requirements.2 

Lower. Requires a formal 
structure with a board of 
directors and officers. Must 
hold regular meetings and 
keep minutes.2 

Administrative Burden Lower. Fewer state-mandated 
formalities. Simpler to 
establish and maintain.2 

Higher. More rigorous 
record-keeping and reporting 
requirements to maintain 
corporate status.1 

 

Section 1.2: A Step-by-Step Guide to Business Registration (California Case 
Study) 

 

Once the decision to form an LLC is made, the next step is the formal registration 
process. While this process varies by state, California, as a major economic gateway 
and logistics hub, serves as an excellent and representative case study. The process 
involves several distinct and mandatory steps with the California Secretary of State 
(SOS). 

Step 1: Choose a Name for Your California LLC 
The business name is a crucial element of its identity and must comply with state law. The 
name must be unique and not misleadingly similar to any existing business entity registered or 
reserved with the California SOS.5 A preliminary name availability search can be conducted 
through the SOS's online business name database. Furthermore, the name must contain an 
appropriate entity designator, such as "Limited Liability Company," "L.L.C.," or "LLC".5 For a 
fee of $10, a desired name can be reserved for up to 60 days by filing a Name Reservation 
Request form, which secures the name while other formation documents are prepared.5 
Should the business plan to operate under a name different from its official legal name, it 
must file a "fictitious business name" (also known as a DBA or "doing business as") statement 
with the county recorder's office where its principal place of business is located.5 



Step 2: Appoint a California Agent for Service of Process 
Every LLC registered in California is required by law to designate an "agent for service of 
process," commonly known as a registered agent.5 This agent is an individual or a certified 
corporation with a physical street address in California who is authorized to accept legal 
documents, such as lawsuit notifications and official government correspondence, on behalf 
of the LLC.5 An LLC cannot act as its own agent. For entrepreneurs based outside of 
California, hiring a commercial registered agent service is a standard and necessary practice. 
These services charge an annual fee to fulfill this statutory requirement. 
Step 3: File Articles of Organization (Form LLC-1) 
This is the foundational document that officially creates the LLC as a legal entity. The Articles 
of Organization (Form LLC-1) must be filed with the California SOS.7 The form requires 
essential information, including the official name of the LLC, its business address, the name 
and address of its agent for service of process, and its management structure.6 An LLC can 
be either "member-managed," where all owners participate in decision-making, or 
"manager-managed," where designated managers (who may or may not be members) are 
appointed to run the company. The filing fee for the Articles of Organization is $70.8 
Step 4: File Statement of Information (Form LLC-12) 
Within 90 days of filing the Articles of Organization, a new LLC must file an initial Statement of 
Information (Form LLC-12).6 This statement must then be filed biennially (every two years) 
thereafter. The form provides the state with current information about the LLC's principal 
address, its agent, and the names and addresses of its members or managers.7 The filing fee 
for the Statement of Information is $20.8 
Step 5: Create an LLC Operating Agreement 
Although not required to be filed with the state, an operating agreement is a critically 
important internal document for any multi-member LLC.6 This legally binding agreement 
outlines the operational and financial governance of the LLC. It typically details the ownership 
percentages of each member, their rights and responsibilities, voting powers, procedures for 
admitting new members, and protocols for a member's departure or the dissolution of the 
company. A well-drafted operating agreement helps prevent internal disputes and is essential 
for maintaining the integrity of the liability shield in the eyes of the courts.7 
Step 6: Obtain a Federal Employer Identification Number (EIN) 
An EIN is a nine-digit number issued by the IRS to identify a business entity for tax purposes.6 
It is the corporate equivalent of an individual's Social Security number. An EIN is mandatory for 
any LLC that plans to hire employees, open a business bank account, or file federal payroll tax 
returns.3 The application for an EIN is made directly to the IRS and is a free service. 
Step 7: Fulfill California Tax Obligations 
A significant financial consideration for any LLC operating in California is the annual franchise 
tax. California imposes a minimum annual franchise tax of $800 on every LLC, regardless of 
its revenue or profitability.6 This tax is due shortly after formation and every year thereafter. It 
is a fixed cost of doing business in the state and must be factored into the initial budget. 
While the initial state filing fees are nominal ($70 for articles and $20 for the statement of 
information), the true mandatory first-year cost of state compliance is significantly higher 
when factoring in the $800 franchise tax and the recurring annual fee for a registered agent 



service, which can range from $100 to $300. This brings the realistic first-year compliance 
cost closer to $1,000, a far more substantial figure than the filing fees alone suggest. 
 

Section 1.3: Navigating the Federal Regulatory Landscape 

 

Operating a packaging business in the U.S. requires strict adherence to a complex 
framework of federal regulations designed to ensure product safety, protect 
consumers, and minimize environmental impact. Compliance is not optional; failure to 
meet these standards can result in severe penalties, including substantial fines, 
product recalls, legal action, and significant damage to a company's reputation. Key 
oversight is provided by the Food and Drug Administration (FDA), the Consumer 
Product Safety Commission (CPSC), and the Environmental Protection Agency (EPA). 

Food and Drug Administration (FDA) Regulations 
The FDA's authority is extensive and particularly relevant for companies packaging food or 
cosmetic products. 
●​ Food Packaging: Under the Federal Food, Drug, and Cosmetic Act (FDCA), any 

substance used in packaging that may come into contact with food is regulated 
as an "indirect food additive".9 The core principle of this regulation is that 
packaging materials must be non-toxic and must not migrate harmful chemicals 
into the food product in a way that could pose a risk to human health or alter the 
food's composition, taste, or smell.9 To ensure compliance, the FDA maintains a 
comprehensive inventory of nearly 4,000 approved "food contact substances" 
(FCS) and substances that are "Generally Recognized as Safe" (GRAS).10 A 
packaging company must ensure that all materials used—including plastics, 
adhesives, coatings, and colorants—are either explicitly approved under 21 CFR 
Parts 174-179, are considered GRAS, or are covered by a prior sanction or 
regulatory exemption.13 A prudent and standard business practice is to obtain a 
formal letter of guaranty from all material suppliers certifying that their products 
comply with FDA regulations for the intended food-contact use.13 

●​ Cosmetics Packaging and Labeling: The FDA also regulates cosmetic labeling 
under the authority of the FDCA and the Fair Packaging and Labeling Act 
(FPLA).14 The primary mandate is that labeling must not be false or misleading in 
any way. A cosmetic can be deemed "misbranded" if its label fails to provide 
required information or if that information is not displayed conspicuously.15 While 
the FDA does not pre-approve cosmetic labels, it is the manufacturer's and 
distributor's responsibility to ensure full compliance.15​
Cosmetic labels are required to have two main parts: the Principal Display Panel 



(PDP), which is the part of the label most likely to be seen by consumers at retail, 
and the Information Panel.14 

○​ The PDP must include a statement of identity (the common name of the 
product) and an accurate declaration of the net quantity of contents.18 

○​ The Information Panel must contain the name and place of business of the 
manufacturer, packer, or distributor; a complete ingredient declaration listed 
in descending order of predominance; and any necessary warnings or caution 
statements for safe use.14 The Modernization of Cosmetics Regulation Act 
(MoCRA), enacted in 2022, has introduced updated requirements, including 
the mandatory labeling of specific fragrance allergens, further heightening 
compliance standards.17 

Consumer Product Safety Commission (CPSC) and the Fair Packaging and Labeling Act 
(FPLA) 
The FPLA is a cornerstone of U.S. consumer protection law, aiming to provide consumers with 
accurate information to make value comparisons.20 Enforced by both the Federal Trade 
Commission (FTC) for most household consumer goods and the FDA for food, drugs, and 
cosmetics, the FPLA mandates that all covered products bear a label specifying three key 
pieces of information 20: 
1.​ The identity of the product. 
2.​ The name and place of business of the manufacturer, packer, or distributor. 
3.​ The net quantity of contents, which must be stated in both U.S. customary units 

(e.g., ounces, pounds, fluid ounces) and metric units (e.g., grams, milliliters).20 

Environmental Protection Agency (EPA) 
The EPA's regulations primarily concern the environmental impact of packaging. Under the 
Resource Conservation and Recovery Act (RCRA), the EPA sets standards for waste 
management, with a focus on promoting recycling and reducing the volume of materials sent 
to landfills.9 While federal mandates provide a baseline, they have paved the way for more 
stringent state-level environmental laws. 
This complex regulatory environment presents both challenges and opportunities. 
While meeting these standards is a significant operational burden, it also creates a 
pathway for market differentiation. A packaging company that not only complies with 
but exceeds these standards—for instance, by proactively eliminating per- and 
polyfluoroalkyl substances (PFAS), also known as "forever chemicals," from all its 
materials even in states where it is not yet mandated 22, or by specializing in easily 
recyclable mono-materials 23—can build a strong brand reputation for safety and 
sustainability. This proactive stance can attract a growing segment of environmentally 
and health-conscious clients, potentially commanding premium pricing and insulating 
the business from future regulatory changes. Thus, the regulatory framework should 
be viewed not merely as a list of compliance tasks but as a strategic guide for 



innovation and establishing a competitive advantage. 

 

Section 1.4: State-Level Compliance Deep Dive (California Focus) 

 

While federal regulations establish a national baseline, a packaging business must 
also navigate a complex and often more stringent layer of state and local laws. 
California, known for its rigorous regulatory environment, serves as an instructive 
example of the depth of state-level compliance required. Adherence to these rules is 
essential, as they often carry significant penalties for violations. 

General and Specialized Business Licensing 
At the most basic level, nearly every city and county in California requires a business to obtain 
a general business license or tax certificate to operate within its jurisdiction.24 Beyond this, 
specialized permits are required depending on the products being handled. 
●​ Food-Related Operations: If a packaging company's services involve direct 

handling or repackaging of food products, it may fall under the purview of state 
and county health departments. These operations would need to comply with the 
California Health and Safety Code, which governs food safety, sanitation, and 
facility standards.25 For example, businesses that repackage bulk food into 
smaller consumer units are typically required to obtain a Food Manufacturer 
license from the state.26 

●​ Cannabis Packaging: The cannabis industry in California is highly regulated, with 
exceptionally strict rules for packaging and labeling. These regulations, enforced 
by the Department of Cannabis Control, are designed to prevent accidental 
ingestion and to ensure products are not appealing to children. Mandates include 
the use of certified child-resistant packaging, tamper-evident seals, and specific 
warning labels and symbols.27 For a packaging company, this represents a 
potential high-margin niche, but one that demands deep expertise and 
meticulous adherence to a rapidly evolving set of rules. 

Packaging and Labeling Mandates 
California has its own set of laws that supplement federal requirements. 
●​ State Fair Packaging and Labeling Act: The California Division of Measurement 

Standards enforces state-level requirements that mirror the FPLA, ensuring that 
packages accurately declare the product's identity, the responsible party's 
address, and the net quantity of contents.28 

●​ Proposition 65 (The Safe Drinking Water and Toxic Enforcement Act): This is 



one of California's most far-reaching and litigious regulations. Prop 65 requires 
businesses to provide "clear and reasonable" warnings on products, including 
their packaging, if they contain any of the nearly 1,000 chemicals that the state 
has identified as causing cancer or reproductive toxicity.25 This is highly relevant 
to the packaging industry, as common materials like inks, adhesives, plastics, and 
coatings can contain listed chemicals. A packaging company must either ensure 
its materials are free of these chemicals above the "safe harbor" levels or work 
with its clients to ensure the final product bears the required warning label. 
Failure to comply can lead to significant lawsuits from both government agencies 
and private "bounty hunter" law firms. 

Environmental and Waste Management Regulations 
California is a global leader in environmental legislation, and its rules for packaging waste are 
among the strictest in the nation. The state has numerous laws aimed at increasing recycling 
rates, promoting the use of recycled content, and reducing single-use plastics. A packaging 
company operating in California must comply with these standards, which may dictate the 
types of materials that can be used and how operational waste is managed and disposed 
of.25 This includes proper handling of any hazardous waste generated from printing, cleaning, 
or other processes. 
 

Category Regulatory Body Key Requirement Action Needed 

Federal: Food 
Packaging 

FDA Use of approved 
Food Contact 
Substances (FCS) or 
materials Generally 
Recognized as Safe 
(GRAS).13 

Verify all materials 
with suppliers; obtain 
Letters of Guaranty. 

Federal: Cosmetic 
Labeling 

FDA Proper labeling on 
Principal Display 
Panel (PDP) and 
Information Panel, 
including ingredient 
list in descending 
order.15 

Design all labels to 
comply with FD&C 
Act and MoCRA 
requirements. 

Federal: General 
Labeling 

FTC / CPSC Label must state 
product identity, 
manufacturer/distribu
tor name and 
address, and net 
quantity in both US 

Ensure all consumer 
commodity 
packaging meets 
FPLA standards. 



customary and metric 
units.20 

Federal: 
Environment 

EPA Compliance with 
Resource 
Conservation and 
Recovery Act (RCRA) 
for waste 
management.9 

Develop and 
implement a 
compliant waste 
disposal and 
recycling plan. 

State (CA): Business 
Operation 

City/County Obtain a general 
business license to 
operate in the local 
jurisdiction.24 

Register with the 
city/county where the 
facility is located. 

State (CA): Toxic 
Chemicals 

OEHHA Provide "clear and 
reasonable" warnings 
for products 
containing chemicals 
listed under 
Proposition 65.25 

Audit all raw materials 
(inks, plastics, etc.) 
for Prop 65 chemicals 
and establish a 
compliance protocol 
with clients. 

State (CA): 
Measurement 

CDFA Ensure package 
labels meet state 
standards for 
accuracy of identity, 
responsibility, and 
quantity 
declarations.28 

Calibrate all weighing 
and measuring 
equipment regularly; 
audit label designs. 

 

Part II: Crafting the Operational and Go-to-Market Strategy 

 

This part transitions from the legal and regulatory foundations to the tangible aspects 
of building the business. It addresses the strategic decisions surrounding the services 
to be offered, the optimal physical location for operations, the necessary capital 
investments in equipment, and the management of the raw materials supply chain. 

 

Section 2.1: Defining Your Service Portfolio 



 

A successful packaging business must offer a well-defined and market-aligned 
portfolio of services. The modern market demands more than simply placing a 
product in a box; it requires a range of solutions that can enhance a client's supply 
chain, improve product presentation, and reduce costs. The service portfolio can be 
structured around core packaging functions and value-added services. 

Core Contract Packaging (Co-Packing) 
Contract packaging, or co-packing, is the fundamental service of outsourcing a product's 
packaging process to a specialized third-party provider.29 This allows manufacturing 
companies to focus on their core competency—product creation—while leveraging the 
expertise and efficiency of a packaging partner. These services are typically categorized by 
their position in the packaging lifecycle: 
●​ Primary Packaging: This involves the direct packaging of the product itself—the 

layer that is in contact with the item. Services include bottle and jar filling, 
pouching (for liquids or solids), creating blister packs for pharmaceuticals or 
consumer goods, and canning.31 This level of packaging often requires strict 
adherence to industry-specific regulations, such as FDA standards for food and 
pharmaceuticals. 

●​ Secondary Packaging: This service focuses on grouping and protecting primary 
packages. Common examples include cartoning (placing bottles or pouches into 
retail boxes), shrink wrapping multi-packs or bundles, and creating retail-ready 
display trays.31 

●​ Tertiary Packaging: This is the final stage of packaging, designed to protect 
products during shipping and handling. Key services include palletizing (stacking 
cases onto a pallet), stretch wrapping pallets for stability, and preparing bulk bins 
or crates for shipment.31 

Value-Added Services (VAS) 
Value-added services are what elevate a packaging company from a simple vendor to an 
integrated supply chain partner. These services address client needs beyond basic packaging 
and are a critical source of competitive differentiation and higher profit margins. 
●​ Kitting and Assembly: This is a highly sought-after service that involves 

combining multiple, distinct items (SKUs) into a single, ready-to-ship package or 
kit.33 Applications are diverse and include assembling promotional gift sets, 
creating sample kits for marketing campaigns, building subscription boxes, or 
bundling a primary product with its accessories.36 By outsourcing kitting, clients 
can significantly reduce their internal labor costs, free up valuable floor space, 
and decrease inventory complexity.33 

●​ Labeling and Stickering: This service offers flexibility for clients needing to 



modify their product presentation. It can involve applying promotional stickers for 
limited-time offers, affixing new UPC barcodes to meet retailer requirements, or 
adding country-specific labels for product localization.34 

●​ Retail Display Building: Many brands require point-of-sale (POS) or end-of-aisle 
displays for use in retail stores. A value-added service is to not only assemble 
these cardboard or plastic displays but also to pre-load them with the product, so 
they arrive at the retailer ready for immediate placement on the sales floor.34 

The contemporary logistics market is characterized by a convergence of services. 
Standalone contract packaging is becoming less common as clients increasingly seek 
end-to-end solutions. Successful companies are integrating their packaging 
capabilities with broader third-party logistics (3PL) and fulfillment services.31 A client's 
product journey involves manufacturing, packaging, warehousing, and finally, order 
fulfillment (picking, packing, and shipping to the end customer). A business that can 
offer all these services under one roof eliminates logistical friction, reduces handoffs 
between multiple vendors, and provides a streamlined, cost-effective solution. 
Therefore, a new market entrant should strategically plan to offer an integrated 
"co-packing + fulfillment" model to be competitive, rather than focusing solely on 
packaging. 

 

Section 2.2: Strategic Site Selection: A Comparative Analysis of Key U.S. Logistics 
Hubs 

 

The physical location of a packaging and fulfillment center is a decision with profound 
strategic implications, directly impacting operational costs, transit times, and access 
to labor. The single largest operational fixed cost is typically facility rent. An analysis 
of prime logistics hubs across the United States reveals significant variations in 
commercial warehouse rental rates, which are a primary driver in the site selection 
process. Rates are typically quoted in U.S. dollars per square foot per year ($/SF/YR). 

●​ Inland Empire, California: Located east of Los Angeles, the Inland Empire is one 
of the largest and most critical logistics hubs in North America. Its strategic 
advantage is its proximity to the Ports of Los Angeles and Long Beach, the 
busiest container ports in the U.S., making it an ideal location for businesses that 
handle imported goods. This high demand, however, translates into premium 
rental rates. Current market data indicates a wide range, from approximately 
$9.48 to $20.28/SF/YR ($0.79 to $1.69/SF/MO). A conservative average for 



financial planning in this market is $15.00/SF/YR.39 

●​ Dallas-Fort Worth (DFW), Texas: The DFW metroplex serves as a central 
distribution hub for the entire United States. Its geographic location allows for 
efficient shipping to both the East and West Coasts, as well as Mexico. The market 
offers a more favorable cost structure compared to coastal hubs. Recent market 
reports place the average industrial rental rate between $9.54 and $9.90/SF/YR, 
with individual listings showing a broad range from $5.52 to $16.30/SF/YR. A 
reasonable planning average for the DFW market is $9.75/SF/YR.42 

●​ Lehigh Valley, Pennsylvania: Situated in eastern Pennsylvania, the Lehigh Valley 
has emerged as a premier logistics hub for serving the densely populated and 
high-consumption markets of the Northeast, including New York City, 
Philadelphia, and Boston. Rental rates are competitive, falling between the high 
costs of coastal California and the lower costs of central Texas. Data shows a 
range from $5.50 to $14.50/SF/YR, with a market average of approximately 
$13.00/SF/YR.45 

However, a truly strategic site selection analysis must look beyond the headline lease 
rate and consider the "total landed cost of operations." The cheapest rent does not 
always equate to the lowest overall cost. A critical trade-off exists between real 
estate, labor, and transportation expenses. For example, while the Inland Empire has 
the highest rental rates, it also has the highest state minimum wage in this 
comparison ($16.50/hour).48 In contrast, both Texas and Pennsylvania adhere to the 
federal minimum wage of $7.25/hour.49 This means labor costs in California can be 
more than double those in the other two hubs, a massive operational expense. 

Conversely, for a business whose clients primarily import goods from Asia, locating in 
the Inland Empire can drastically reduce inbound transportation costs (drayage from 
the port), which could potentially offset the higher rent and labor expenses. A 
business located in Dallas would face significant additional costs to transport those 
same containers from the West Coast. The optimal location is therefore highly 
dependent on the specific business model and client profile. A company focused on 
national distribution of domestically manufactured goods would likely find the lower 
operating costs and central location of DFW to be most advantageous. 

Logistics Hub Average Rental Rate 
($/SF/YR) 

Low-End Range 
($/SF/YR) 

High-End Range 
($/SF/YR) 

Inland Empire, CA $15.00 $9.48 $20.28 



Dallas-Fort Worth, 
TX 

$9.75 $5.52 $16.30 

Lehigh Valley, PA $13.00 $5.50 $14.50 

 

Section 2.3: Capital Investment in Equipment 

 

The acquisition of appropriate machinery is a significant capital expenditure for a new 
packaging business. A common and versatile starting point for many co-packing 
operations is a shrink-wrapping line, which typically consists of an L-bar sealer to 
enclose the product in film and a heat tunnel to shrink the film tightly around it. A key 
decision for a startup is whether to invest in new equipment, which offers reliability 
and warranty support, or to purchase used equipment to conserve initial capital. 

New Equipment Pricing 
The market for new packaging machinery offers a wide range of options at various price 
points. 
●​ Semi-Automatic Shrink Wrap Systems: These systems require an operator to 

place the product into the film and move it into the sealing area. 
○​ Semi-automatic L-bar sealers and integrated shrink wrappers can range from 

approximately $1,350 for basic models to over $6,400 for more robust 
machines.50 

○​ Standalone heat tunnels vary in price based on size and power, with smaller 
units starting around $650 and larger, more industrial models costing $3,000 
or more.51 

○​ A complete, new semi-automatic shrink-wrapping system (sealer and tunnel) 
can realistically be budgeted for between $5,000 and $10,000, depending 
on the required size and throughput. 

Used Equipment Pricing 
The used equipment market can offer substantial savings on the initial purchase price, but it 
comes with its own set of considerations. 
●​ Used L-Bar Sealers and Heat Tunnels: 

○​ Used L-bar sealers are available in a price range from $3,000 to $13,000, 
with many functional units falling in the $5,000 to $6,500 range.53 

○​ Used heat tunnels can be sourced for between $1,200 and $4,000.54 

○​ Integrated combo systems (sealer and tunnel on one frame) are listed in the 



used market for approximately $4,700 to $6,800.55 

The decision between new and used equipment extends beyond the initial price tag. It 
represents a strategic trade-off between capital expenditure (CapEx) and operational 
risk. Used machinery, while cheaper upfront, introduces significant risks related to 
reliability, maintenance, and potential downtime. It typically comes without a warranty, 
and sourcing spare parts for older or obscure models can be challenging and lead to 
prolonged operational interruptions. In a business where throughput is directly tied to 
revenue, any downtime is extremely costly. New equipment, conversely, comes with a 
manufacturer's warranty, access to technical support, and a reliable supply of spare 
parts, ensuring higher operational uptime. For a startup, a prudent strategy may 
involve a blended approach: investing in a new, reliable machine for the most critical 
part of the production line (e.g., the primary L-sealer and tunnel) while supplementing 
with used equipment for less critical, ancillary functions like conveyors or case tapers. 

 

Section 2.4: Supply Chain Management for Raw Materials 

 

The profitability of a contract packaging operation is highly sensitive to the cost of 
consumable raw materials. These are a primary component of the variable cost per 
unit, and effective sourcing and inventory management are critical. The three most 
fundamental consumables for a general packaging business are corrugated boxes, 
shrink film, and carton sealing tape. Pricing for these commodities is heavily 
dependent on volume, with significant discounts available for bulk purchases. The 
following analysis uses pricing from Uline, a major U.S. industrial supplier, as a 
representative benchmark. 

Corrugated Boxes 
The cost of a standard shipping box varies based on its size, strength (rated by its Edge Crush 
Test or ECT score), and order quantity. For a common size like 6 x 4 x 4 inches: 
●​ A standard 200 lb. test corrugated box (model S-4060) costs $0.37 per box 

when purchased in bale quantities of 1,000 or more.56 

●​ A lightweight 32 ECT box (model S-22103), suitable for lighter products, is more 
economical at $0.33 per box in similar bulk quantities.58 

Shrink Film 
Shrink film pricing depends on the material type (e.g., Polyolefin (POF) or PVC), gauge 
(thickness), and roll dimensions. A standard 75-gauge centerfold film is a versatile choice for 
many applications. 



●​ Pricing per square foot can vary significantly. For example, a 12-inch wide, 
3,500-foot long roll of POF film is priced around $198.54, which equates to 
approximately $0.0068 per square foot.59 

●​ An 8-inch wide roll of the same length and gauge costs about $97.91, or $0.0042 
per square foot, demonstrating how roll width impacts unit cost.60 

●​ A smaller, 10-inch by 500-foot roll of PVC film costs around $32.30, or $0.0077 
per square foot, highlighting the higher cost associated with smaller roll 
lengths.61 

Carton Sealing Tape 
This essential item is also subject to volume-based pricing. 
●​ A standard roll of 2.6 mil acrylic tape, 2 inches wide by 110 yards long (model 

S-16982), costs $5.25 per roll when purchased in quantities of 72 or more.62 

●​ A wider 3-inch roll of the same specification (model S-16983) costs $6.75 per roll 
at a quantity of 48 or more.63 

The data clearly illustrates that achieving economies of scale is a primary lever for 
profitability in the packaging industry. The price difference between small-quantity 
and bulk purchases is substantial. For instance, a 4 x 4 x 6-inch box costs $0.54 at a 
quantity of 25 but drops to $0.40 at a quantity of 1,000 or more—a 26% cost 
reduction.64 For a business processing hundreds of thousands of units, a saving of a 
few cents per box translates directly into thousands of dollars in profit. This 
underscores a critical operational strategy: a packaging company must consolidate 
the purchasing needs of all its clients to maximize its own order volumes with 
suppliers. Furthermore, the listed catalog prices are merely a starting point. A 
business making large, consistent purchases should engage in direct negotiations 
with manufacturers or distributors to secure even more favorable contract pricing, 
making strategic supplier relationship management a core business function. 

 

Part III: Comprehensive Financial Projections and Cost Analysis 

 

This section synthesizes the legal and operational frameworks into a detailed financial 
model. It focuses on deconstructing the major cost drivers—labor and operational 
overheads—to build a foundation for developing a competitive and profitable pricing 
strategy. A realistic understanding of these costs is essential for the long-term 
viability of the business. 



Expense Category Description Estimated Cost (USD) Notes 

Legal & Registration 
Fees 

LLC formation, 
business licenses, 
name reservation. 

$1,000 - $2,500 Includes state filing 
fees and potential 
legal consultation. 

Facility Security 
Deposit 

Typically 3-6 months 
of gross rent, 
required upfront by 
landlord. 

$30,000 - $75,000 Based on a 10,000 
sq. ft. facility at 
$12-$15/SF/YR. 

Equipment 
Purchase 

Semi-automatic 
shrink wrap system, 
conveyors, pallet 
jacks, racking. 

$25,000 - $60,000 Blended new/used 
equipment strategy. 

Initial Raw Material 
Inventory 

Starter stock of 
boxes, shrink film, 
tape, labels, and 
pallets. 

$10,000 - $20,000 Varies with initial 
client needs. 

Office & IT Setup Computers, software 
(WMS, accounting), 
furniture, internet 
setup. 

$5,000 - $15,000 Includes initial 
software licensing 
and hardware. 

Initial Working 
Capital 

Cash reserve to cover 
payroll and other 
operating expenses 
for the first 3-6 
months. 

$75,000 - $150,000 Crucial for covering 
costs before revenue 
becomes consistent. 

Total Estimated 
Startup Capital 

 $146,000 - 
$322,500 

Represents a realistic 
range for launching a 
small to mid-sized 
operation. 

 

Section 3.1: Deconstructing Labor Costs 

 

Labor is the largest single operational expense for a service-based business like 



contract packaging. A common and critical mistake is to base financial projections 
solely on an employee's hourly wage. The true cost of labor, known as the "fully 
burdened labor rate," includes the base wage plus all mandatory employer-paid 
payroll taxes, insurance, and competitive benefits. This fully burdened rate is the only 
accurate figure to use for costing jobs and setting prices. 

Minimum Wage Requirements (2025) 
The base of the labor cost calculation is the minimum wage, which varies dramatically across 
the U.S. 
●​ Federal Minimum Wage: The federal rate has remained at $7.25 per hour since 

2009.65 For a full-time worker, this annualizes to just over $15,000, which falls 
below the federal poverty line for a single-person household, making it effectively 
a "poverty wage".49 It serves as the legal minimum only in states that have not 
enacted a higher rate. 

●​ California Minimum Wage: California's statewide minimum wage is significantly 
higher, set at $16.50 per hour for all employers, effective January 1, 2025.48 Many 
municipalities within California have even higher local ordinances; for example, 
West Hollywood's minimum wage is $19.65 per hour.68 

Mandatory Employer Payroll Taxes and Insurance 

●​ FICA (Social Security and Medicare): Under the Federal Insurance 
Contributions Act, employers are required to pay taxes that match the amounts 
withheld from employee paychecks. For 2025, this includes: 
○​ Social Security: 6.2% on each employee's wages up to an annual limit of 

$176,100. 
○​ Medicare: 1.45% on all employee wages, with no wage limit. 
○​ The total employer FICA tax rate is 7.65% of taxable wages.69 

●​ Unemployment Insurance (FUTA and SUTA): 
○​ FUTA (Federal Unemployment Tax Act): The nominal FUTA tax rate is 6.0% 

on the first $7,000 of wages paid to each employee annually. However, 
employers in states with compliant state unemployment programs receive a 
tax credit of up to 5.4%, reducing the effective FUTA rate to 0.6%. This 
equates to a maximum annual cost of $42 per employee.72 States with 
outstanding loans from the federal government, such as California, may have 
this credit reduced, resulting in a higher effective FUTA rate for employers in 
that state.74 

○​ SUTA (State Unemployment Tax Act): Each state manages its own 
unemployment insurance program. In California, new employers are assigned 
a SUTA tax rate of 3.4% on the first $7,000 of wages, for an annual cost of 



$238 per employee.75 

●​ Workers' Compensation Insurance: This state-mandated insurance covers 
medical costs and lost wages for employees who are injured on the job. Rates are 
quoted per $100 of payroll and vary widely based on the risk associated with the 
job classification. Warehousing and packaging are considered moderately 
high-risk activities. The average rate across all industries in California is 
approximately $1.45 per $100 of payroll, but a prudent estimate for this specific 
industry would be between 1.5% and 2.5% of gross payroll.78 

Competitive Benefits: Health Insurance 
While federal law (the Affordable Care Act) only mandates health insurance for employers with 
50 or more full-time equivalent employees, offering health benefits is a practical necessity to 
attract and retain a stable workforce in a competitive labor market. The cost is substantial. 
According to 2024 data from the Kaiser Family Foundation (KFF), the average annual premium 
for employer-sponsored health insurance was $8,951 for single coverage and $25,572 for 
family coverage.80 On average, employers cover approximately 83% of the premium for single 
coverage and 73% for family coverage.82 This translates to an average annual employer 
contribution of roughly $7,000 for a single employee and over $17,000 for an employee with a 
family plan. 
Calculating the Fully Burdened Labor Rate (California Example) 
The aggregation of these costs reveals the true hourly expense of an employee. For a 
minimum wage worker in California: 
1.​ Base Wage: $16.50/hour 
2.​ Employer FICA (7.65%): $1.26/hour 
3.​ Unemployment Taxes (FUTA + SUTA): ($42 + $238) / 2080 annual hours = 

$0.13/hour 
4.​ Workers' Compensation (est. 2.0%): $0.33/hour 
5.​ Subtotal (Mandatory Costs): $18.22/hour 

This subtotal is already 10.4% higher than the base wage. When a competitive health 
insurance benefit is added (e.g., a conservative $8,000 annual employer contribution, 
or $3.85/hour), the fully burdened labor rate rises to $22.07 per hour. This figure, 
which is 34% higher than the minimum wage, is the correct number to use for 
financial modeling, job costing, and client pricing to ensure profitability. 

 

Section 3.2: Operational Overheads and Cost Structure 

 

A robust financial plan requires a clear understanding of the business's cost structure, 



which can be broken down into fixed and variable costs. This distinction is crucial for 
determining the company's break-even point and for making informed strategic 
decisions about pricing and scalability. 

Fixed Costs 
Fixed costs are expenses that remain relatively constant each month, regardless of the 
volume of production or sales. These costs represent the baseline expense of keeping the 
business operational.83 For a packaging business, key fixed costs include: 
●​ Facility Rent: The monthly lease payment for the warehouse and office space, as 

determined during site selection.83 

●​ Salaried Employee Payroll: The salaries and burdened costs for management, 
administrative, and sales staff who are not paid on an hourly basis.85 

●​ Equipment Costs: Monthly lease payments for machinery or the depreciation 
expense for purchased equipment.85 

●​ Utilities: The base monthly charges for electricity, water, gas, and internet, 
independent of consumption levels.86 

●​ Insurance: Premiums for general liability, property, and other business insurance 
policies.84 

●​ Software and Technology: Recurring subscription fees for a Warehouse 
Management System (WMS), accounting software, and other business 
applications. 

Variable Costs 
Variable costs are expenses that fluctuate in direct proportion to the level of business activity. 
As the company packages and ships more units, these costs increase.83 The primary variable 
costs in this industry are: 
●​ Hourly Labor: The wages and burdened costs for warehouse employees directly 

involved in packaging, kitting, and shipping. This cost scales directly with the 
number of hours worked, which is tied to production volume.83 

●​ Raw Materials: The cost of consumables like corrugated boxes, shrink film, tape, 
labels, and dunnage (void fill). This is a direct cost for each unit packaged.85 

●​ Outbound Shipping: The freight charges paid to carriers like UPS, FedEx, or LTL 
trucking companies to ship finished orders to customers. This cost varies with the 
number, weight, dimensions, and destination of shipments.86 

●​ Payment Processing Fees: Fees charged by payment gateways (e.g., Stripe, 
PayPal) on client invoices, typically a percentage of the transaction value.85 

●​ Consumption-Based Utilities: The portion of the utility bill that increases with 
production activity, such as the electricity used to run conveyor belts and shrink 
tunnels.86 



A detailed operational cost model is an indispensable tool for financial management. 
By inputting key variables such as warehouse size, rent per square foot, staffing levels, 
and material costs, the model can calculate the total monthly fixed costs and the 
precise variable cost per unit packaged. This allows for the determination of the 
break-even point—the number of units that must be processed each month simply to 
cover all costs. This model transforms the business plan from a static document into a 
dynamic strategic tool, enabling leadership to analyze the financial impact of different 
scenarios, such as a change in rent, a wage increase, or a rise in material prices, and 
to adjust pricing strategies accordingly. 

Cost Component Type Example Calculation 
Basis 

Estimated Cost Driver 

Warehouse Rent Fixed $1.25/sqft/mo x 
20,000 sqft 

Facility Size & 
Location 

Salaried Staff (2) Fixed $70,000/yr salary + 
25% burden 

Headcount 

Equipment 
Depreciation 

Fixed ($50,000 cost / 5-yr 
life) / 12 mo 

Capital Investment 

Insurance & Utilities 
(Base) 

Fixed Flat monthly 
premium/fee 

Policy/Service Level 

Hourly Labor Variable $22.07/hr burdened 
rate 

Labor Hours per Unit 

Corrugated Boxes Variable $0.37 per box Units Packaged 

Shrink Film & Tape Variable Cost per square foot 
/ roll 

Units Packaged 

Outbound Shipping Variable Carrier rate per 
package 

Orders Shipped 

 

Section 3.3: Developing a Competitive Pricing Strategy 



 

The final piece of the financial puzzle is establishing a pricing strategy that is both 
competitive in the U.S. market and profitable for the business. The contract packaging 
and 3PL industries utilize several common pricing models. The choice of model, or a 
combination thereof, should align with the company's target market and operational 
capabilities. 

Common Pricing Models 

●​ Activity-Based (Transactional) Pricing: This is the most prevalent and flexible 
model, operating on a "pay-as-you-go" basis.89 Clients are charged for each 
specific service or "activity" performed. This granular approach provides 
transparency and is highly attractive to startups and businesses with fluctuating 
or seasonal demand. Common line-item charges include: 
○​ Receiving: A fee per pallet ($5 - $15), per carton, or per hour ($25 - $50) for 

unloading and inventorying incoming goods.89 

○​ Storage: A recurring monthly fee based on the space occupied, typically 
priced per pallet ($15 - $40 per month) or per cubic foot ($0.30 - $0.50 per 
month).89 

○​ Pick & Pack (Order Fulfillment): A fee for fulfilling an order, often structured 
as a base fee per order ($1.00 - $3.50) plus an additional fee for each item 
within the order ($0.20 - $0.50).89 

○​ Kitting/Assembly: Usually billed at an hourly rate ($30 - $50) or as a fixed 
price per completed kit, determined after a time study.32 

●​ Cost-Plus Pricing: In this model, the 3PL provider charges the client the actual, 
direct costs incurred to provide the services (e.g., labor, materials, warehouse 
overhead) plus a pre-negotiated markup or management fee, often around 15%.91 
This model offers high transparency and fosters a partnership approach but can 
lead to unpredictable costs for the client. It is best suited for large, established 
clients with a high degree of trust in their logistics partner. 

●​ Fixed-Fee (Flat-Rate) Pricing: This model involves a single, recurring fee 
(typically monthly) that covers a pre-defined scope of services and transaction 
volumes.90 Its primary advantage is budget predictability for the client. However, it 
carries risks for both parties. If the client's volume is lower than anticipated, they 
overpay for unused capacity. If the volume exceeds the agreed-upon cap, the 
3PL may lose money or charge significant overage fees. This model is best for 
businesses with highly stable and predictable order volumes. 

●​ Hybrid Pricing: Many 3PLs offer a hybrid model that combines elements of the 
above structures.90 For example, a client might pay a fixed monthly fee for 



storage and account management, combined with transactional fees for picking, 
packing, and shipping. This approach can offer a balance of predictability and 
flexibility. 

The strategic choice of a pricing model is a key element of the business's 
go-to-market strategy. For a new entrant, leading with a clear and competitive 
activity-based pricing schedule is often the most effective approach. It lowers the 
barrier to entry for small and medium-sized businesses, who are often hesitant to 
commit to long-term contracts or fixed fees. As the business grows and secures 
larger, more stable "anchor" clients, it can then negotiate hybrid or fixed-fee 
agreements that provide revenue stability and operational predictability. This tiered 
pricing strategy allows the company to effectively serve multiple segments of the 
market, from high-growth startups to established enterprises. 

 

Part IV: Strategic Recommendations and Implementation 
Roadmap 

 

This final part synthesizes the detailed legal, operational, and financial analysis into a 
cohesive and actionable strategy. It provides clear recommendations for market entry, 
a phased implementation plan, and an assessment of key risks and mitigation 
strategies to guide the successful launch and growth of a packaging business in the 
United States. 

 

Section 4.1: Synthesized Market Entry Strategy 

 

Based on a comprehensive review of the U.S. business environment, the following 
integrated strategy is recommended for a successful market entry: 

●​ Legal Structure: The business should be established as a Limited Liability 
Company (LLC). This structure provides crucial personal liability protection while 
offering the necessary flexibility for foreign ownership, which is a disqualifying 
factor for an S Corporation. The administrative burden is also lower, which is 
advantageous for a new enterprise. 

●​ Strategic Location: The choice of location is a critical trade-off between costs 



and logistics. 
○​ For a business model focused on serving clients who import goods from 

Asia, the Inland Empire, California, is the recommended location. Despite its 
higher real estate and labor costs, its direct proximity to the Ports of Los 
Angeles and Long Beach provides significant savings on inbound 
transportation (drayage) and faster speed-to-market, which can outweigh the 
higher operational expenses. 

○​ For a business model focused on domestic manufacturing and national 
distribution, Dallas-Fort Worth, Texas, is the superior choice. Its central 
geographic location, combined with significantly lower labor and real estate 
costs, creates a more favorable cost structure for serving a nationwide client 
base. 

●​ Service Portfolio Focus: The initial service offering should be a strategic blend 
of contract packaging and fulfillment services to meet modern market demands 
for integrated solutions. The recommended focus is on: 
○​ Value-Added Services: Specialize in kitting, assembly, and custom 

packaging projects, as these are higher-margin services that build strong 
client partnerships. 

○​ Core Packaging: Offer efficient secondary packaging, particularly shrink 
wrapping and cartoning, which are versatile and widely needed. 

○​ Integrated Fulfillment: Provide basic e-commerce order fulfillment (pick, 
pack, and ship) as a core component of the service. This "one-stop-shop" 
approach is a powerful competitive differentiator. 

●​ Capital Investment: Adopt a blended equipment strategy. Invest in new, 
reliable machinery for the critical-path packaging line (e.g., the primary L-sealer 
and heat tunnel) to ensure maximum uptime and quality. Supplement this with 
high-quality used equipment for ancillary functions (e.g., conveyors, case sealers) 
to conserve initial capital. 

 

Section 4.2: Phased Implementation Plan 

 

A structured, phased approach is recommended to manage the complexities of 
launching the business. The following timeline outlines key milestones for the first 18 
months of operation. 

●​ Phase 1: Legal Formation and Capitalization (Months 1-3) 
○​ Engage U.S. legal and tax advisors. 



○​ Complete LLC registration in the chosen state. 
○​ Obtain a Federal Employer Identification Number (EIN). 
○​ Open U.S. business bank accounts. 
○​ Finalize the business plan and secure the necessary startup capital. 

●​ Phase 2: Site Selection and Facility Setup (Months 2-6) 
○​ Engage a commercial real estate broker specializing in industrial properties. 
○​ Tour and evaluate potential warehouse facilities in the target logistics hub. 
○​ Negotiate and sign a lease agreement. 
○​ Begin facility build-out, including office space construction and warehouse 

racking installation. 
●​ Phase 3: Equipment and Systems Implementation (Months 5-9) 

○​ Finalize equipment selection and place purchase orders for the packaging 
line. 

○​ Select and begin implementation of a Warehouse Management System (WMS) 
and accounting software. 

○​ Arrange for the delivery and installation of all machinery. 
○​ Establish accounts with key raw material suppliers. 

●​ Phase 4: Staffing and Operational Readiness (Months 8-12) 
○​ Recruit and hire key personnel, including a warehouse manager and 

administrative staff. 
○​ Develop standard operating procedures (SOPs) for all core processes 

(receiving, packaging, shipping). 
○​ Begin hiring and training hourly warehouse associates. 
○​ Conduct final testing of all equipment and software systems. 

●​ Phase 5: Business Development and Launch (Months 10-18) 
○​ Launch marketing and sales initiatives to attract initial clients. 
○​ Onboard the first anchor clients and begin live operations. 
○​ Continuously monitor key performance indicators (KPIs) such as order 

accuracy, on-time shipping, and labor efficiency. 
○​ Refine processes and scale operations based on client feedback and 

operational data. 

 

Section 4.3: Risk Assessment and Mitigation 

 

Proactively identifying and planning for potential risks is essential for long-term 
success. The following are key risks and recommended mitigation strategies: 



●​ Legal and Regulatory Risk: 
○​ Risk: The regulatory landscape is constantly evolving, with new environmental 

or product safety laws (e.g., stricter rules on plastics, expanded chemical 
regulations like Prop 65) potentially increasing compliance costs and 
operational complexity. 

○​ Mitigation: Retain specialized legal counsel with expertise in environmental 
and FDA law. Join major industry associations (e.g., the Contract Packaging 
Association) to stay informed of pending legislation and best practices. Build 
a compliance-focused culture from day one. 

●​ Operational Risk: 
○​ Risk: Labor shortages, high employee turnover, and rising wages in 

competitive logistics hubs can disrupt operations and increase costs. 
Equipment failure can lead to catastrophic downtime, halting all 
revenue-generating activities. 

○​ Mitigation: Offer a competitive compensation package that includes wages 
above the legal minimum and benefits like health insurance to attract and 
retain talent. Implement a robust preventative maintenance program for all 
critical machinery and establish relationships with local equipment service 
technicians to ensure rapid response in case of a breakdown. 

●​ Financial Risk: 
○​ Risk: Over-reliance on a single large client (client concentration) can create 

significant financial instability if that client leaves. Intense price competition 
from low-cost providers can erode profit margins. 

○​ Mitigation: Actively pursue a diversified client portfolio across multiple 
industries (e.g., consumer goods, electronics, cosmetics) to spread risk. 
Differentiate the business not on price alone, but on quality, reliability, and 
high-value services such as complex kitting, specialized compliance handling 
(e.g., FDA or Prop 65), and superior customer service. This focus on value 
allows the business to command more stable and profitable pricing. 
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