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ITH the shift of power to the cus-

tomer who demands on-the-shelf

availability, preferably in lots sizes
of ‘one’, at ‘every-day-low-prices’, manufac-
turers need to be aware of the benefits of
renewing their distribution strategies.

Much has been said about the emergence of
the Asia-Pacific region as a producr source
point for many goods that were
*‘Australian Made’. This comperitive threat
has made us realise that not all products are
the same. As a manufacturer, generally, your
product category may fall into one of the fol-
lowing sections:

once

¢ Products where rapid response to the
market can leverage a high selling prices. This
means the manufacturer has to focus on con-
ducting each manufacturing step as close as
possible to where the customer base lives.

e Products that are price sensitive but
where rapid customer response is still impor-

When it comes to distribution, it's important to know you product category.
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tant. This means that the production base
needs to be shifted to the lowest cost location
in Australia (and possibly the region).

* Commoditised products that have a fair-
ly high value to weight ratio. This demands
[h;_][ pl'(}dll(tllﬂl |1L‘L'L{\ to move to lI]\.' |(J\‘-‘§.‘\T
cost base in the region.

Where your product categories sit in the
above segmentation will give you a good idea
of the direction in which the production
capabilities are trending in your industry.
production capabilities are still

locally based, you need to ask if service

If your

responsiveness 1s a pnmnml '].":)il'lr of differ-
entiation’ to your customer base. If so, then
developing an efficient ‘outbound’ distribu-
tion channel is critical.

On the other hand, if you have shifred all
your production and sourcing capabilities off-
shore, given the

onger lead times, focus is
required on developing an efficient “inbound’
and ‘outbound’ distribution channel. Either

way, an efficient, flexible, responsive multi-
point ‘outbound’ distribution strategy is criti-

cal to ensure you remain competitive and

adaptive to your customer’s present and
emerging needs.

In the past, the ability to distribute smaller,
more frequent lot sizes was not a critical suc-
cess factor for a manufacturer. Traditionally,
customers ordered in weekly or monthly

cycles, and used express delivery services for

urgent products. However today, daily
replenishment is emerging as a leading point
of differentiation and competitive advantage,
and is becoming a reality for many if not most
manufacturers.

If this is not vet happening in your industry,
be aware thart it will happen sooner or later.
This invites the opportunity to take “first
mover” advantage and offer your customers
the ability to order daily. They may baulk
unless you pay the delivery cost, but analysis
shows that the extra distribution costs are
more than offset by the simplification of the
picking process, savings on inventory carry-
ing costs, and the elimination of express deliv-
ery charges.

Product sales

One of the impacts of moving to a daily
replenishment cycle is the positive incremen-
tal effect on your product sales. You will
never know abour the end-customer who left
empty-handed from your (direct) customer’s
point-of-sa
situation. In today’s consumer market, these

e outlet because of a ‘stock out’

customers don’t place back-orders and don’t
come back, ever.

Compressing your order lead-times, and
providing next day service, will have a pow-
erful effect on your product sales. If cus-
tomers order daily and aim to replace the
exact quantity sold that day, inventory can be
reduced. As the average stock of each product
decreases, customers can afford to increase
the range of products on-the-shelf.

In order to transition to smaller, more fre-
quent (daily) lot sizes, you need to re-examine
your distribution centre (warehouse). It is
becoming increasingly important to segment
your warehouse operation. In brief, the key
steps are:

o reduce/optimise bin sizes to eliminare use
of slow oversized picking/binning equipment;

e segregate products into small, medium,
large categories, in their own sections of the
warehouse;

e move high velocity products to front of
warchouse;

* reduce length-of-pick aisles, to enable
quick ‘walk through’ to other aisles;

e introduce the concept of ‘standard pick
cycles’ in approx 12 minute cycles;

e set up a visual progress control panel to
show the number of cycles to be completed;
and

* modify the warechouse management sys-
tem to print pick slips / labels by precise
aisle/bin order.

A typical pick cycle will reduce consider-
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