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Distribution and Material Handling Focus

Are Distribution Center and Material Handling System Audits a
Good Value?

|l nsi ghts Can Help Drive I mprovement, i f Struc

Like almost any system, a distribution center,

™ Learn How Goal

or elements of the system, such as a warehouse GoalPost b“_u?ts Labor Productivity Solu-
management system (WMS) or material handling labor productivity i ; Kurt Sal
automation system, can degrade in performance 30% to 50%, or more. lons from murt saimon
over time. Associates Can Help You

) _ Contact us to learn how to score ACh"_eve _SubSta_ntlal Sav-
A variety of system consultants and solution pro- big gains in labor productivity. ings in Distribution La-
viders of fer faudi to servi www.getgoalpost.com * 404.253.0267 & Yor Cbsts!

come in and perform a review of operations and
systems, and offer recommendations about how "‘ G ™ .
to get the system back to more peak perform- oa ’ P OS t Click Here

ance or identify other areas for improvement. Measure = Manage = Motivale

Are these audits services worth the cost and ef-

fort? Generally yes i but as always with a few general the types of providers and audit services
caveats. can be divided into three categories:
Types of Distribution Center Audit y  Distribution Consultants : Generally, they

will provide an audit of an entire distribution
center, looking for potential issues with lay-
out, product flow, operational strategies and
technologies. These are often consultants that

Services and Providers

Though there are dozens of companies and op-
tions for distribution center -related audits, in

™
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Category Sponsor: GoalPost by KSA

dondt have an existing
or have a relationship in other areas
dit as a potential entrée for follow on work.
Yy Material handling system providers : Usually, these
audits are from provider of the material handling sys-
tem, either the equipment manufacturer (conveyor
systems, AS/RS, etc.) or an integrator that imple-
mented the original project. The scope is generally fo-
cused on the performance of the specific system the
vendor provided.
Yy Warehouse Management System or related soft-
ware vendors  : Again, the focus is generally confined
to performance and issues of the WMS itself, such as
system configuration, not broader issues.

I and use the au-

The costs of these audits range from virtually free to
$10,000 to $20,000, depending on the scope, the level of
talent involved in performing the audit, deliverables
sometimes the goals of the provider. Very low cost or free
audits are often a form of marketing geared to generate
business from the recommendations.

i and

Al am of two mi nds MarkFradickdians, 0
SCDigest Contributing Editor who has with experience in
dozens of WMS projects and
that it is a very good idea to do periodic wellness

checks. Given frequent business changes and underlying

SupplyChain "

relationship

cust omer

with the company

AMost of the time I f a sy
tively new , such as within the first

year, multiple operational and equip-

ment audits prove quite useful in

terms of identifying opportunities for

continuous improvement, particularly

if the customer is a first -time auto-

mation user, 0 says Gene F
Industries.
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Distribution and Material Handling Focus

technology changes, it is generally a good idea. But (receiving, location selection, putaway, etc.).

too many vendors turn the audit in to a sales oppor-

tunity, and | feel like it sometimes can become a 2. How the company is doing getting product to the
situation where the customer is just going to be docks (order downloads, allocation/waving, replen-
looking at a sales pitch for new software or ser- ishment, and outbound movements.

vices. 0
3. How the company is doing at getting product off

With that caveat, however, audits can deliver valu- the docks and shipped (shipment prep, ship dock

able third -party insight into how a system is per- management, carrier selection/usage, trailer loading,

forming. A consumer products distributor recently trailer management, outbound ERP Integration,

told SCDigest that they contract for regular audits etc.).

from both their sortation system and WMS providers

for a new DC system implemented five years ago. ARnAfter the operations side, you

work with the on the business side of things, such as
Altdéds nice to have anot her s e treviewing @dergofiles, custimensgrvica kevelw h a t
we do, 0 the director of di st r iadreaemantpenterpriselisdues,etc. Aftér ISoth megiews
years, they donét identify mu aref finished goa makaan attack lstand get every-
some years they do, and all told we think there is a one to buy off on priorities, o0 F
good ROI . o
Before considering an audit, companies should look
Fralick says he breaks the audit process down into for providers from any of the three categories that
two components: operations and business. have well -defined methodologies.

AFrom an operations perspect i GeneForte |, présidenttoiodisttibatiomakd nateriala

warehouse having three basic issues I getting prod- handling solution provider Forte Industries, says that
uct in, getting product to the docks and getting while each material handling system and audit proc-
product off the docks, 0 Fr al i e®dsisdiffecbrt dased dnghe situatiom,snugéneral théh e
recommends organizing a WMS audit accordingly: audits use a process that includes the following

steps:

1. How the company is doing things into the building

SUpplYChaln " www.scdigest.com 3
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y Data review (SKUOG6Gs, throughput vol ume, e
)f Operations examination (receiving, putaway, replenishment, pick-

ing, shipping)
)f Information flow examination (software and IT analysis)
)f Material handling systems inspection (conveyor performance, stor-

age media application, automated picking
)f Labor usage/application (efficiency of labor, deployment of labor,

etc.)
)f Performance statistics analysis (inventory accuracy, on -time ship-

ment, picking/shipping accuracy, etc.)

He adds that audits can be especially valuable not long after system
implementation.

AMost of the time i f a system is relatively new , suc as wi't
flrsft year, mult!ple quratlonal and.e.:qument gudlts prove quite use- SCDigesto s Mark Fra
ful in terms of identifying opportunities for continuous improvement, ~ .
. . . . . . . says Al do think tha
particularly if the customer is a first -ti me automation user, 0 FoOrte .
says. very good Iidea to do peri-
odic wellness checks... But
Getting Audits in the Budget too many vendors turn the
audit in to a sales opportu-
While many companies understand the value of audits, getting even nity, and | feel like it some-
the relatively small levels of required funding can sometimes be a times can become a situa-
challenge 1 especially in the middle of the budget year. Many compa- tion where the customer is
nies put budget dollars in for audits from system providers each year, just going to be looking at a
or on some other schedule. sales pitch for new software

or services. 0

™
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The consumer goods company cited above, for example, has an audit
performed every year, but rotates between its WMS provider and con-
veyor system provider. Each of these vendors performs an audit
every other year, on opposite schedules.

AWe think that i n general, an every ot
enough to give us a good return, because there have been enough

operati onal changes within those two
getting one audit done every year from one of our two main system
providers, o0 the director of distributi

Guidelines for Making the Most of DC Audits

To maximize your return on system audits, SCDigest recommends us-
ing the following guidelines.

Yy Consider agreeing to audit services for the first year and some set
schedule at the time of the original contract. This not only estab-
lishes the mindset that audits will become a regular operational
process, but you may be able to negotiate more favorable pricing
at the time, when the vendor wants the overall business, than you
can at a later.

Yy~ Determine via your system complexity and scope, and your own
internal resources, how often an audit from your current vendor
for software or material handling system is likely to make sense.
For highly complex and dynamic environments, for example, an
annual audit may be smart, especially if you donét have stro

SUpplYChaln " www.scdigest.com 5
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sources to monitor system performance internally. Others
may get by with doing an audit only every 2 -3 years.

Yy Be very clear about expectations with the vendor or con-
sultant 1 how will the process work, and what are the de-
liverables? Ask for methodologies and example reports.

Yy Be aware that local managers may be reluctant to accept
or recommend audits out of fear they will show a lack of
competence on their part. Senior management has to
make clear that the reason for doing the audit is not to
scrutinize DC managers, but to bring to bear expertise un-
available inside the operation.

Yy Track recommendations, actions and results. This will help
ensure good ideas coming from the audit reports are in
fact addressed, and build an ROI from the audit expense
that can justify subsequent audits i or not.

Yy Reali ze that audit
ROI for a specific change. There may be recommendations
t hat would be operationally
fied based on required investment in software modifica-
tions, additional material handling hardware, etc.

Yy Remember, as always, you get what you pay for. Free au-
dits are in general more likely to be glorified sales pitches

than solid analysis. Y/

recommendati ons

benef i

Do you agree or disagree? Share your perspective by
emailing us a feedback@scdigest.com

™
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The Issue:

Should you do regular distribution
center fAauditso o
tems?

Recommendations:

. Schedule audits on a cycle that
matches complexity and scope

. Make clear to local managers
that audits wono
cize their performance

. Consider including audits in the
original contract terms

. Track audit recommendations, ac-
tions and results

. Remember, you get what you pay
for
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Using Incentives to Drive Forecast Collaboration

Facing Disinterested Distributors, Heineken US Makes Forecasting a Contest

Access this valuable,

G etting active participation by sales in the fore- free report:

casting process is always a challenge, and is espe-
cially difficult for the many companies that use dis-

tributors to get product to market. Best Practices In Sales
& Operations Planning

The US arm of Dutch brewer Heineken faced that
challenge in a big way, until an enterprising plan-
ning manager from Heineken used contests and in-
centives to drive significant improvements in fore-
casting and inventory planning processes.

Heineken, producer of its flagship brand of beer, as
well as Amstel Light, Buckler, and other labels, has

a different supply chain than most US brewers. The
product is made in Europe, and shipped either di-
rectly to its US distributo
idemand c d&rDCsinmseveral areas of the
country that ship only to distributors. In either sce-
nario, Heineken ships product based on true dis-
tributor orders, rather than having beer pushed

from the factory, as is still the rule in most US -
based brewery operations. Distributors in turn sell

and ship to retailers, bars, restaurants, and other
outlets in this three  -tier supply chain.

' ﬁs\ Key saprply cthzgln plgn%ihgncglcifjlgtignofosf Hei-
neken is the expected | evel of A«
c a st the forecast for the level of draw down in
distributor inventories based on shipments. The
depletion forecast is then used to derive a re-
lated sales forecast of actual order from the dis-
tributors to Heineken.
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