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The last kilometre to the
customer’s door proved
too much for e-tailers
last Christmas, when
68% of them failed to
deliver within 48 hours.
Only good logistics can

* 4 tie a fancy website to a
supply chain that works.

By Salina Christmas

It's a case of bad traffic. More logistics than bandwidth. We
were warned by the likes of CEST (Centre for Exploitation
of Science and Technology, London, UK) that online
purchasing would give logisticians a massive headache, and
it did. The existing distribution system, which relies on a
sophisticated hierarchy of warehouses, regional distribution
centres, depots and retail outlets, is having trouble dealing
with the new delivery model that bypasses the middleman.

Nice site, shame about the service
In the excitement of getting their services online, dot.coms
didn’t get their supply chain in line. They gave it a second
thought only — as one source puts it with regards to
ind the graphics: toysrus.com’s delivery blunders when it was faced with
gliable |ogistics “greater demand than expected”.
strategy helps Toysrus.com wasn't the only dot.com that found logistics
- Amazon.co.uk to be a headache. Last e-Christmas saw 68% of European
€ _l@_e"_ep jts deliverys online retailers failing to respond to customer service
within 48 hours, reports Jupiter Communications (NUA, Vol.
5, Jan 4, 2000). Andersen Consulting reports that while
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. Ditch the warehouse. Pick

orders straight from your supplier.

The warehouse, says Neil
Thall, is a waste of lime.
“Too many risks,” he says.
“The distribution centre
will survive because it in-
creascs logistics efliciency
(but) the warchouse de-
grades tige value ol the
product because the prod-
uct deereases in value as it
gets older” Case in point:
fashion products.

Darth Maul says two
“Ten years ago, you or-  words in the latest Star
dered a certain fashion a  Wars film, but he

tion from other retailers
from their EPOS data.
However, from Argos, be-
cause of the website and
day-to-day information, we
immediately saw that we
went from sclling 50 fig-
ures 0 200 figures o 500
figures. Darth Maul says
about two words in the
{ilm, but he outsells other
characters by about live o
one. And we immediately
knew that.”

year in advance. The order — outsold other characters

sits in the warchouse or by five to one. Hasbro
inventory for a while. To-  could keep up with
day, the order can be taken  unpredictable demand
up in as carly as three  thanks to Eqos
months. [n the near future,  Collaborator.

this period might be re-

duced significantly and {goods will) (low
dircctly from raw material through to the
consumer with no stop-olT points and
no delay.”

‘Traditionally, the warchouse has been
astock bulfer point. Removing it requires
suppliers to know exactly what retailers
need and when. Internet technology can
help achieve this.

A good example is provided by Star
Waus toys. A stock control system cim-
ployed by Argos actually helped its sup-
plier, oy manufacturer Hasbro, spot the

most popular character in the last Srar

Wars movie. Argos used collaboration
software from Eqos (Leatherhcad, UK).

“No one knew how many picces off

£7.99 action figure you can scll in the
summer;” says Hasbro general manager,
Alistair Richards. “Tt was literally betwceen
two and four weeks after the film re-
lease that we began to get that indica-

LINK IT TO THE SUPPLY
CHAIN: Buck-cad sales op-
crations such as order-tuk-
ing must go together with
the supply ¢l
and carrots,
its full potential, the supply chain sys-
tem shouldn’t be conlined to pick and
pack.

Ithas to manage carriers, harness ra-
dio frequency communications and
cnable palletization and barcoding.

We're not short of ERP systems that
can do this. Kewill System’s (Walton-on-
Thames, UK) Clippership is one that can
be integrated with your supply chain.

Uscd by major carriers such as FedEx
in the US, Clippership selects the most
cost-effective carrier for your package on
thal route, on that day.

All you have to do is to enter the
weight and destination of the puckage in-
to the system. Clippership will then au-
tomatically handle barcode label printing
required by that particular carrier.

Eqos & +44 1372 371455 + 85
Kewill & +44 1932 233 200 - 86
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Be creative and flexible in
supply and order management.

DON'T GET STUCK WITH A STYLE:
Dot.coms have o consider how (o de-
liver (o congested cities, (0 sparsely pop-
ulated arcas, in small or big drops. The
various e-lulfilment systems on offer
can help you to exccute this task.

But ultimately, dot.coms have to be
honest with themselves. “Don’t set un-
realistic expectations that you may not
be able o deliver against.” says Ted Ma-
ley, EXE’s (Bracknell,
UK) marketing manager.
“Don’t be constrained in
thought. Be creative in
picking and delivery mod-
cls.”

You deal with shoppers
who are olten at work
when delivery is required,
making delivery windows

M:

a concept that allows

dol.coms to deliver w a

company recepltion arei or even cus-
tomers” car boots in their car parks.

B-2-b delivery can operate on the
sume idea. Manufacturers can drop
items atan agreed drop-ofl point like a
coded locker or a 24-hour picking wrea
where rescllers can collect at their
convenience.

A similar idea is taking ofl'in Jupan,
which sces konbini, the convenience
store, as the drop-off point for customers
Lo pick up goods. Airplane tickets,
grocerices, books and music downloaded
from in-store kiosks can be bought
this way. It's not home delivery, but
it’s an option that works.

GO THROUGH A CHANNEL: Online shop-
pers are difficult, erratic and impatient.
They  surl for two titles at
www.books.com, make the order by post
and then cancel one by phone. Online
retailers deal with such individuals by
the millions.

Unlortunately, retailers have no
choice but to correspond their supply
strategics with this appal-
ing shopping habit. IT they
don’t, tough. Customers
2o somewhere clse.

“Retailers must ap-
proach their business on
customer’s terms,” says
Cecile Dorvault, Retek’s
(Minncapolis, Minnesota,
USA) EMEA marketing
director. “Rather than
adapt the inventory-driven
models with aggressive
push methods, retailers
need to re-engineer their
internal systems with the priority of pull-
responsivencss to changing customer
rends.”

Retek proposes o “call centre” pack-
age that collects and processes cntries,
customer service and [ullilments from
all channels — web, phone, TV and kiosk
- through one centralized system. Dis-
tribution and logistics can be put in
one place through a dircet sales channel.
“This,” says Dorvault, “will surcly be on
every e-commerce retailer’s Christmas
list next year”

EXE 1@ +44 1344 420 144 -~ 87
Retek = +1 6123958800 88

music products took more than a week to be delivered,
electronic goods were delivered in 3.9 days. Poor delivery
has damaged the customer-merchant online relationship
despite euro 790 million (US$797 million) being made in
Europe from the Christmas 1999 sales.

Get the traffic going

Some of us are already wondering if cyber-retailing is hot
air. If it sounds like hot air, that's because e-commerce
success stories read like the Godzilla movie press kit,
peppered with hyperboles exaggerating the potentials of
electronic transactions. Aptly, the failings of e-commerce
and dot.coms are magnified to monstrous proportions.

But experts are optimistic that if dot.coms have the
foresight to invest in a reliable distribution system that
allows a flexible picking and supply strategy, e-commerce
doesn't have to be a logistics suicide.

Look after your supply chain, and your supply chain will
look after you. Spend more time on good inventory
management and supply strategy than on fancy websites,
says Neil Thall, executive vice president of Manhattan
Associates (Atlanta, Georgia, USA). His company supplied

~ operations,” he says. “Pay more

toysrus.com with PkiviS, a warehouse
transportation management system.
"Know your backroom

attention to how you're going to
pick and deliver the order. Don't just
focus on the more glitzy Internet
aspect like the screen.”

He added: "You have to consider
whether there is a low or high
demand for certain products pitched
on the website.”

Success depends on supply chain

Delivering a forecast for the next Christmas season is
impossible as business-to-business (b-2-b) and business-to-
consumer (b-2-c) e-commerce has a short history (in other
words, not many success stories to tell). What analysts can
tell you is that there is money to be made in e-commerce. In
France, the US$158 million spent by online shoppers in the
past six months is expected to double with 26% of users
planning to shop online in the next six months. The euro

Know your backroom operations.
Pay more attention on how you're
gonna pick and supply the order.
Don't just focus on the more glitzy
Internet aspect like the screen.

Neil Thall, executive vice president, Manhattan Associates

790 million European online revenue is predicted to reach
euro 18 billion by 2003,

There's no better time to optimize your service for
e-commerce than now. But go online and the well-being
of your business will depend much on how well you plan
your distribution networks,

To save you from learning the hard way, we asked
dot.coms, experts and system integrators for some after-
Christmas hindsight. We hope it will take the bumps out
of Santa’s sleigh-ride next year.
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5- Track orders
with portable
terminals

with access to

PAPERCHASE DOESN'T WORK: How do yoii
locate a book on 87 km of shelving in the
distribution centre? You don’t. You leave
that to your WMS and your radio fre-
quency (RF) terminals. Borders.com, the
online book and CD seller, uses 115 Inter-
mec RF units and Catalyst International’s
WMS 1o track inventory in its 18600 m*
distribution centre.

nils with geeess o the Net that are faster
and cheaper to run.

IVoBILIZE E-COMMERCE: Tesco Direct, the
online home-shopping service, uses a
website Lo tell customers about their or-
ders. A variety of technologies enable this.
For instance, middleware from Symbol
Technologies (Winnersh Triangle, UK)

Paper doesn’t it into this scenario. Pa-  links portable data terminals o a wircless
per is slow, expensive and repetitious. IU's  Jocal area network. Vehicle routing soft-
not dynamic, unlike portable RF termi-  ware from Paragon (Dorking, UK) helps

the Net.

Ac_cess Cards

Phone Gards

School Cards

Business Cards

Personalize your cards and fuifill your needs with CardFive. With our solutions iLis easy
1o create your membership cards, visitor badges, loyalty cards, business cards and
other application cards you desire. CardFive gives you the flexibility and power to acquire
images from different sources, use databases from multiple formats and print o il
major printers, using barcodes, stipe encoding and smart cards plug in.

Allthis at a low cost wilh high reliabiity and full lcchmcal suppoﬂ

www.nfive.com

EUROPE UsA
Sales +351 261 860 450 Sales +{805) 522 9306
Fax +351 261 865 647 Fax +{805) 577 9672
E-mail info@nfive com E-mait info.usa@nfive.com
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HIGH/LOW COERCIVITY ENCODING
the way you need it — in ONE SW|TCHABLE UNIT.

Switchable to: 2500-4000 Oe, 650 Oe, and 300 Oe (Using software)

NEURON

MTM-494-3A

Attachable IC Card Reader/Writer Available

CT-894-3A

PC Compatible RS232C I/F

D OFFICE

NEURON CORPOR ATION 4F Umeoka Bldg:, 1-13-12; Iwamotc-cho; Chiyoda:Ku; Tokyo 101-0032; Uapan
Phone +81-3-5821-5124 Faxi+B1-3-5821-5134

L http://www.neuron.co.jp
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Borders.com: How do you locate a book
on 87 km of shelving? With software
and portable terminals.

Tesco wack its vehicles.

On a b-2-b level, portable terminals
enable Tesco sales assistants (o contact
suppliers directly if, say, the cans of
baked beans on Aisle |3 are running
low.

Another online initiative featuring
portable terminals is the project
YourSherpa.com, which allows shop-
pers at an American mall to select and
scan itermns from multiple stores through
an integrated barcode scanner and wire-
less communication using the SPT
1740.

Catalyst w +44 20 8748 7777 -89
Paragon & +44 1306 732 600 90
Symbol @ +44 118 845 7000 91
Intermec = +44 118 987 9400 - 92

How do you
handle returns?

The answer shouldn’t be “What?”. Last
season’s gripes were mainly about in-
adequate return procedures. Although
sales order, inventory control and track-
ing are done electronically, return pro-
cedures are still a Pony Express job.

Tesco Direct has a ncat way of han-
dling retums. “When a grocery order ar-
rives at a customer’s home, the driver
checks the contents of the delivery com-
pared to the original order. Any prob-
lem with the order is dealt with at home
by the dispatcher,” says Russell Craig,
Tesco’s spokesperson.

1f you deliver within the radius of
40 km, that’s fine. But it won’t do if your
customer lives in La Rambla and the
product he bought online comes through
a Hamburg distribution centre.

GO TECHNO: At this point, most
dot.coms would rather leave it to the
post office. Some play smart. They hire
3PLs to do the work (more in this vein
later). Some tell us they do have a return
procedure, but they won’t spill the
beans. Amazon.co.uk can’t elaborate on
the technology involved in handling re-
turns “as the information would be too
valuable for competitors”.

Returns involve two things: refund-
ing the money and taking the goods
back into stock. With regards to the
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latter, the scanning technology em-
ploycd by the Helsingborg City Library
in Sweden might give us an idea how
a commercial return-and-replace pro-
cedure works.

The library installed a modular auto-
matic return system that accepts and sorts
returned books.

The books are put in
asorter. A DS45A laser
scanner, from Datalog-
ic (Badogna, Ttaly)
reads the barcode labels
on the back of the
books, which are placed
upwards.

This scanner does 500 scans/s at a
distance of up to 950 m.

The label specifies which catcgory the
books should go to in the automatic
sorter, and the books are returned to their
rightful place.

With this system, the library handles
some 700 returns per hour.

You don’t wish to handle returns at
that rate. Perhaps you won't have to. But
in any event, it’s wisc (0 have an auto-
mated return [acility on your side.

Datalogic = +39 051 6459211 93

Unattended
scanning
systems, like
this one at the
Helsingborg
City Library in
Sweden, can
speed up the

return process.

Leave it to the 3PLs.

Sometimes it's better to leave the hard
work 1o others. “You don’t have to have
a distribution centre.” says Neil Thall.
“Tying your proc
process is a good alternative.”

“Talk to a 3PL." says UPS manag-
ing director, Bill Caplan. “Itis the 3PL
that has the vision. the thinking. the re-

s in to a fulfiller

sources. the experience, the manage-
ment expertise and the technology to
customize and deliver an end-to-end
chain solution that meets your specif-
ic needs.”

UPS services are offered as a part
of the e-commerce packages offered
by the likes of Atos and Intershop. In
anticipation of the the e-commerce
boom. UPS. together with Hewlett
Packard. developed a digital-deliver-
ing system [or sending and tracking pa-
per documents over the Net, putting the
logistics provider ahead of the others
in terms of real-time customer inter-
action.

The company’s online initiatives
carned it the appointment as the 3PL
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provider to 2 Suiss-
cs.com. France’s offi-
cial World Cup *98 on-
line merchandise shop.

Between March and
October. the site re-
ceived 1.2 million vis-
itors from the Americ-
as to the Far East.

UPS also provided
3 Suisses.com with a
multilingual b-2-c plat-
form that offered real-
time interaction, packaging. dispatch
and package tracking..

In collaboration with Sicmens,
Microsoft. TBM, Digital and Oracle,
UPS helped kicked off Magellano
c.shop, Italy's premicr online mall that
offers 150 products by more than 50
companics.

Another UPS  partner is
Thestore.adidas.com (right). Adidas-
Salomon AG’s US-based online shop,
which also uses FedEx to deliver its
merchandise. Thestore.adidas.com rec-

S0 many books, so little time. Amazon.co.uk Wouldn the
able to handle international priority deliveries without 3PL.

ommends customers to use these couri-

ers or similar services for returns as the

3PLs provide traceable shipments.
UPS ¢ +44 345 877 877 94

data capture

SOLUTIOI\IS

in documents

o bkatar
JNITED C(-
JE BENET

in
i, .
&,
L

ek P

more products... more services... more inpovations... more qua|itie

Ifiyotnneedistie reading af barcoded
documenits ofianykind; N

¢ autit(nmatlc readers aré thia nght toolforthe
1as|

e Qurdifferentmodels coverdiferent
documentsizes; fromismalklotteryticketsita

* [&fter size insurance forms: Maximur speed
andacolracylin alliour modelswilliallowya
fo read milionscfdocdmentsinithe’shortest
time.

v We have solved the'data'capture problem of
hndreds of companies ait aroundithe World
stcoessfully:

o ates
Praction: Fre

Constilt us!

; MIII.T'ISCAM®

MULTISCAN COR

1110 Brlckeil A”enue Suite:31 OMVarm FL33 131, USA
05):373 /8007 = Fax (305)'373°8

WV mumscan mé;

E:maili751022321@compuserve.cam

Circle 12

Circle 11




