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The retail distribution challenge

O The main DC challenges

= Availability — Need to ensure quality

+ High On-Shelf-Availability is fundamental to a competitive offering. Elimination of stock errors and
losses at the DC is the first fundamental part of improving OSA.

= Cost — Labour intensive cost base

* Labour and MHE are the largest areas of cost with a DC, it is vital to ensure that processes are lean
and resources are used efficiently.

= People — Labour flexibility and skills

* An Increasingly flexible part time and de-skilled labour force makes it more difficult to ensure labour
efficiency and availability.

0 To manage these demands, operations managers will naturally focus effort on
the visible and measurable performance metrics

- Cost of damages and loss o
Supplier Receivi Put-away / Picking / - Customer
eceivin . Marshallin Despatch
OTIF 9 Let down Processing 9 P OTIF
= Vehicles unloaded = Put-a-ways per = Pick rate = Improve delivery = Vehicle loaded
per hour hour = Sorter efficiency turnaround per hour
= Turn around times = Let-down per times = Turn around
hour times
- Overall Work Rate >
- Average Wage Rate >
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The unmeasured opportunity

O Unmeasured process failure provides a significant cost and performance opportunity.

0 These opportunities are missed because of the resource levels required to
understand and measure them.

=Vehicle arrives late - wait *PM damaged — change or wait *Docking platform damaged - resolve
=Paperwork missing - resolve =Roll cage damaged — change *Driver refuses damaged stock — resolve
=Vehicle nor compatible with dock - resolve =Stock not in pick bay — chase =Restack toppled pallet — resolve
=Goods damaged upon receipt - resolve =Spillage / damage - clean-up =Refuse vehicle on safety grounds - resolve
. . Put-away / Pickin .
Receiving y cking J Marshalling Despatch
Let down Processing

=Fork-lift battery damage - wait =Pallets / cages missing — resolve

=Congestion in isles - wait =*Wrapping machine out of shrink-wrap — resolve

=Pallets incorrectly labelled — resolve =Collect missing items — chase

=Printer fault - wait =Dispatch office behind — wait for paperwork

O In retail distribution these process failures create a chain reaction through the end-to-
end DC process, extending the reach and consequences of the failure to the
customer.

L These process failures exist in all businesses. Eliminating the ‘causes’ of these
inefficiencies:

= Reduces the total labour cost (otherwise employed dealing with process problems);
= |dentifies key process areas that require improved staff skilling and improved compliance;
= Reduces the level of damaged and loss through better quality and compliance.

© Bevington Lean Office Services. All rights reserved. 3 BEVINGTONGROUP



Why is it difficult to unlock the unmeasured
opportunity?

There are a number of reasons why this opportunity is too difficult to grasp.

A lack of consistent structure
makes implementation and
benefits tracking Impossible

The staff don’t have the
appropriate level of influence
to make the changes

Perception that many of these

process issues are ‘out of our o~  Control

control’ and lay with other
stakeholders and departments

There is no change
strategy - not consistent
“internal up-skilling”

External consultants
required, so skills and
expertise remain external

AN

Too

Complicated

Sphere of

No Internal
Capability

Failure to

Deliver

Insufficient

Time

R

Too Many
Priorities

Insufficient

esource

T

No time to implement
hundreds of small changes

The business needs
the result today — no
appetite for a long
term change project

Managers are too busy to
own and implement batches
of ideas

No resource or
appropriate skills available
to collect and analyse the
‘low level’ opportunities and
facilitate the process

The team needs to focus on
the day job of fire fighting
and resolving the priority
issues

All of the above issues and difficulties manifest themselves in the form of resistance, as staff
feel they neither have the empowerment, time or expertise to fix the problems.
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How do we overcome these problems?

The common points of resistance and friction can be overcome in the following ways.

= Engage staff in their day-to day activities that they do understand
Too complicated * Produce very clear, low level to-do lists that staff understand
= Automatically link the to-do list with progress tracking and benefits delivery plan

= Capture maximum value information in the minimum amount time
= Use supporting technology to quickly provide structured and meaningful outputs

and plans
Insufficient = Use existing staff for a short period of time — hours as opposed to weeks
= |Improvement opportunities are part of everyone’s day job
resource * Training of staff provided at multiple levels dependent on need
Too many = Quickly understand the size of the prize and be able to prioritise accordingly
R » Consider size of opportunity
priorities * Implementation difficulty

: = Use and teach a simple methodology which you can repeat
No mte_r_nal * Internal ownership of the methodology and the skills
capablllty * Reuse of the methodology unaided

= Identify root causes and establish where the ‘control’ really lies
Sphere of control * Understand the impact of stakeholders and prioritise appropriately
= Empower the staff to implement their own valuable ideas

With the right methodology these solutions are not as unrealistic as they may seem.
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The solution

The Principles of XeP3

d A methodology with supporting technology that organisations learn
how to use in order to develop internal capability for quick-win
process improvement and long term continuous improvement
sustainability.

By engaging the people who ‘do the job’ everyday the organisation
can understand the detailed opportunities on the front-line and
generate practical ideas for quick improvements.

 The supporting software enable tremendous ‘speed to result’, and
provides a one-stop solution from process mapping, through to
solution creation, through to implementation and benefits tracking.

O Simplicity delivers the fastest return on investment.

[XdP3

A typical implementation of the XeP3 methodology follows seven key steps
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A methodology to understand the opportunities

Engaging the staff, identifying and summarising the opportunity...

Core
1%

|EP3 Tasks ar;smjtctivities @

AUT - Admin Support
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Engage staff

¥

Discretionary

8%

46| Receive call via 1800 call centre numberand | S 75 31
ﬂrﬁmmmwamww(w
47| Ifnot available, search SAP for customer N 50 21
Understand real T
oo
processes ||
35 15
60 24
B — (o] S D N CSDN
%Hours:| 27% | 352% | 76% | 544% 100.0%
55 32
Total
P rod uce S . R | 272 3525 765 543.8 1,000.0
q uantified R Tt paCost:| 151 1872 | 466 | 2683 5172
Save order
prlorltlsed Moo ol o Top 6 Activity Drivers for this Process
. f k E"'*"‘*“"&‘"’f*lvdms 2 | Product not available or in stock by require date 74%
summaries o ey e o S sy andis 12 | Customer not happy with product and wants to retum 71%
opportunities e ——}” 1 | Missinglundlear informmation from custormer eg. locati 40%
e kameie " 9 | Manual look-up of product nurmber or calculation due 24%
510 If not available, contact custormer to 30 17 . .
egotste dolverycete 7 | Customer on credit hold and required follow up 1.7%
- 4 | Customer has unreasonable delivery request (ie. not 1.4%

Supporting technology provides a fast, visual and structured understanding of opportunities
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A methodology to implement the improvements

Engaged staff generate the improvement ideas; and a plan with clear accountability is
produced

Staff generate ik
improvement = |EEEEICEESSSSSS———" Action Plan i
provement = |[EEIICEEESSNNS———|" - e
- rocess -
Ideas ‘‘‘‘‘‘ Action Plan [xir3
i pl between despatch
1
z m B 2 Step. o2
Quantify the |-
y — Management Report 2B
- with instructions.
benefit XeP3 j ; T
Implementation Moniy - . ==
Status: =
Completed by: : Measure
Team Member Check: [J 5
Total Hours | Hours Planned Current Est. 3 Week Number of Number of
o deecteticn Hours | Saved | Added | Completion | Completion | A} . ; N an iy elop © o ve fumbere
5 Proactively seek on-sell during interaction with 2051 4/04/2004 | 30/04/2004 Mobl 5 2
‘customer
B 3 ek
Produce clear e =
8 5 2 100 St
- ] & | 70 Few de
action plans with A=
8 5
- - - 2 5
accountability and 1
15
t ra c k I n g 6 Order forms to be completed and sent 4238 774 4/04/2004 | 29/05/2004 Miller, Brad
electronically to suppliers 1/03/04
7/03/04
12/03/04
15/03/04
17/04/04
21/05/04  No. of electronic orders being sent to
suppliers has increased considerably. Need
to continue to work with suppliers to
streamline this process.
3 Develop Supplier Agreements with performance 35.96 14.39 2/02/2004 2/06/2004 Miller, Brad
easure e essutes to merovs sonce -
17/01/04  Steadily decreasing but may need to review
‘SLAs with suppliers to ensure service
‘ h a n e standards are maintained at premium levels.
21/03/04
19/05/2006 © Bevington Process Management Tools Page: 2

Supporting technology quickly provides an integrated implementation plan and benefits
tracking tool for managers, plus clear and simple-to-use “to-do” lists for staff
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A methodology to overcome resistance

The methodology overcomes the resistance issues in the following ways

Staff work in their day jobs and follow simple tools and J
instructions

Too complicated

Technology used to capture and process maximum
information and minimise man hours involved

Insufficient

Requires minimal staff input to achieve a quick result
resource

Too many Clear summaries of cost and opportunity for managers to J
priorities make decisions

No internal

. We will develop the capability; it does not leave with us
capability P P y

Sphere of control Shows staff where to focuses efforts
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