WAREHOUSE & DC MANAGEMENT

Workforce
metamorphosis

Successful lahor management goes heyond the installation of software.
Here’s a look at the implementation process and how one major retailer
uses its program as a tool for continuous process improvements—with

multi-layered henefits.

BY MAIDA NAPOLITANO, CONTRIBUTING EDITOR

abor cost is almost always the highest expense
item in a distribution center’s (DC) budget. To
control and manage this cost, visionary managers
often rely on comprehensive labor management
programs that promote and measure efficient
methods for performing tasks. To achieve this goal, manag-
ers tie various software tools, such as labor management sys-
tems (LMS), together with strategies to monitor, report, and
reward actual performance against established expectations.

These programs certainly aren't new, and their ability to increase
productivity by providing continuous feedback on worker perfor-
mance is well documented. Don Cook, president of New Jersey-
based labor management consulting firm Cook & Associates, sums
it up this way: “With a good labor management program, organiza-
tions can reduce costs and ensure that merchandise is processed
correctly, all while improving processing timeliness.”

According to Cook, users who are able to tie a program
together with the appropriate measurement software typi-
cally report a 20 percent increase in productivity along with
increases in work quality and reductions in service times.
Cook adds that many organizations achieve payback on their
investment within nine to 16 months.

Tom Kozenski, vice president of product strategy for
RedPrairie—a provider of both warehouse management
systems (WMS) and LMS—also points to a big modeling
advantage, or the ability to test scenarios on the computer
before trying it for real on the warehouse floor. “Our software
can do ‘what-if” analyses of an operation on the computer
and anticipate results, rather than going on the floor and try-
ing to do ‘what-ifs’ on the fly with 100 people.”

For example, what if you consider going from picking with
paper pick lists to picking with radio frequency (RF) termi-
nals, or from RF to voice-directed systems? You can model
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each alternative on your LMS and predict which one deliv-
ers the most productivity improvements before purchasing a
single piece of equipment.

Other labor management solutions, such as those from
Kronos, have also automated workforce-related processes
such as hiring, time and attendance, and employee schedul-
ing. Malysa O’Connor, director of Kronos’ logistics practice
group, says that by automating, you gain real time visibility
into critical labor data for accurate cost accounting by cus-
tomer, by order, or by task.

“When you have a comprehensive system that integrates
workforce business processes, you're poised for competi-
tive differentiation through the optimization of your labor
resources,” says O’Connor.

Even more benefits are reported when the program incor-
porates a gain-sharing, incentive-paying component. “Good
workers want what they do to be acknowledged,” says Matt
Kulp, director of distribution and fulfillment projects for St.
Onge Company, a supply chain consulting company. “When
incentive programs are done right, good workers are going to
want to stay onboard.”

If you're contemplating such a program for your organiza-
tion, your timing couldn’t be better. The real-time interface
of LMS with more robust WMS is giving these programs a
new edge. In addition, better software, more widespread use
of RF technology, and new warechouse mapping capabilities
have reduced much of the manual effort involved in the work
measurement component of the program, also increasing its
accuracy.

Over the next few pages, we'll look at labor management
programs and how they span well beyond the mere instal-
lation of software. We'll also take a closer look at what's
involved during implementation and how a leading bridal
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products retailer is using labor management as a tool for con-
tinuous process improvements.

5 THINGS TO KNOW

Getting the most out of your workforce depends on a
sound and effective labor management program. Here are
five crucial points to keep in mind when implementing one.

First: Strategy must be defined. Why are you doing it?
Do you want to do standards for yearly budgetary planning or
implement an employee measurement or incentive pay sys-
tem where you're rewarding people at the individual level?
“These two extremes require different levels of software, dif-
ferent levels of sophistication, ongoing maintenance, and a
lot of effort and cost to implement,” says St. Onge’s Kulp.
“You need to understand what you're trying to get out of it
first so you can pick the right software and pick the proper
approach.”

Second: A labor management program is more than
just the installation of software. “It's a total cultural
change,” explains Cook. “It requires thorough knowledge of
your operations, accurate work measurement, and an effec-
tive structure of reporting that promotes feedback.”

In fact, the actual software installation itself can take
just 30 minutes, but many other steps must also be accom-
plished. Critical labor-intensive tasks in the DC must be
identified and the length of time it takes to accomplish these
tasks is recorded by the actual timing of employees as they
perform each task, or by using a database of pre-determined

August 2011 | WWW.LOGISTICSMGMT.COM

,e
AT
-
-

I
-

time standards. Once standards are established and the sys-
tem is online, managers must be trained to coach poor per-
formers and resolve barriers to productivity.

An incentive payment component often takes the program
to the next level by rewarding good performers as part of a
management plan to share the savings gained. “Incentive
policies can be powerful tools because they put employees
in control of their own destinies,” says Kronos’ O’Connor.
“Management needs to clearly communicate expectations
and put in place a consistent system that employees can trust
is fair.”

Third: Tough to manage without software. “You could
get by for a while without software in a very small organiza-
tion, say 50 employees or less,” says Cook. “However, you
may have to employ more managers than necessary to try to
keep track of what's going on. “In this day and age, as DCs
and fulfillment centers become larger and more complex,
you generally need the software because of the enormity of
the data that you'll be collecting and monitoring,” adds Cook.

Fourth: Expect cultural challenges. In cases of union
involvement, it might be wise to get them involved from
the very beginning, says Lisle Holgate, product marketing
manager for RedPrairie’s workforce management platform.
“Unions tend to support standardization when its members’
performance is based on a reasonable time to do the task in a
safe and efficient manner.” Kozenski adds that some unions
have engineers who will validate these standards as part of
this process.
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Labor Management

Fifth: Don't install a program
and proclaim you're done. “You're
never done,” says Kozenski. “You're
always peeling the onion. You're always
looking for better ways to improve
your operation.” The program must
be flexible enough to quickly change
as you change your methods and pro-
cedures. As a result, it's imperative to
keep maintenance costs in mind going
forward. Depending on the number of
employees and the number of facilities,
one or an entire staff of engineers may
be needed.

With these key points in mind, let’s
see how David’s Bridal, the biggest
U.S. retailer of “everything-weddings,”
implemented its labor management
program.

MEASURING DAVID’S BRIDAL

Planning a wedding? Look no fur-
ther than David’s Bridal, the country’s
largest bridal retailer, offering the con-
venience of one-stop shopping for wed-
ding-related products and services from
its 300 brick-and-mortar stores and its
website.

However, Tony Coccerino, vice
president of logistics and distribution,
will be the first to tell you that this suc-
cess would not be possible without the
retailer keeping a close eye on labor
costs within their two DCs in eastern
Pennsylvania—a 174,000-square-foot
facility in Conshohocken that employs
35 to 45 hourly associates and a newer,
more automated 230,000-square-foot
DC in Bristol that employs 75 to 85
hourly associates.

Back in 2001, with only the Con-
shohocken DC wup and running,

Coccerino, says that his team was
experiencing difficulties with man-
aging the growing pool of hourly
associates. “There was no means of
tracking what each associate was
doing,” says Coccerino, “and we
felt that we were bringing in more
people and more temps without ever
getting ahead.”

Quickly digesting the problem, man-
agement decided to implement labor
standards to at least hold the associates
accountable for what they do and how
much they do. Along with some due
diligence, and after narrowing the field
to two potential LMS providers, the
retailer decided on Cook & Associates’
Productivity Evaluation Program, also
known as PEP.

In May 2001, the PEP team started
a multi-phased approach with David’s
Bridal management group, bringing
them up to speed on the steps to gener-
ate, use, and analyze reports that pro-
vide constructive feedback to associ-
ates. At the same time, they also started
the month-long process of identifying
and measuring different tasks through-
out the DC, using time studies and
time logs that employees were trained
to fill in for certain special projects.

Once the measures and standards
were established, the team then had
to make sure that PEP could interface
seamlessly with the retailer's WMS
(Manhattan Associates) and Kronos'
Time and Attendance System. The
WMS details all the work and critical
data—such as the type of task per-
formed, the number of units picket, or
the number of orders completed—are
extracted and used as input into PEP.

The Kronos system automatically pro-
vides PEP with the exact number of
hours that the associate was paid to
work for a given shift.

The teams then rolled out the sys-
tem and introduced it to the hourly
associates in September of 2001. A
few more weeks of fine-tuning ensured
that the standards would be correct and
fair before managers started reviewing
employees—identifying who was mak-
ing the grade and who was going to
need some coaching. A year later, man-
agement decided to share productiv-
ity gains by implementing a cash-back
incentive program that included every-
one from hourly associates to janitors to
Supervisors to managers.

Its been 10 years since the first
installation, and according to Coccerino,
the benefits have been significant. “Just
by introducing standards we felt that we
were going to get a decent productivity
improvement of 7 percent. We wound
up getting 10 percent to 12 percent,”
says Coccerino. After adding the incen-
tive program, productivity increased
another 12 percent. Through the pro-
gram, DC managers now know how
long it takes to do a job, allowing them
to confidently plan how much staff they
need to complete future work.

Coccerino admits that the associates
weren't so sure at first about the changes,
thinking they were being micro-man-
aged. “But they came onboard once they
started seeing an extra $50 or $100 in

their paychecks every other week—just
by doing their job.” []

Maida Napolitano is a Contributing
Editor to Logistics Management

Components of a complete labor management system (LMS)

Time and Resource Performance Incentives Labor Slotting and
attendance planning allocation management reward discipline optimization simulation

* Estimate resource
needs

* Punch capture

* Time-off
management * Time to complete

* Payroll calculation activities

* Balance resources

* Exception reporting !
across operations

* Alerts

Source: RedPrairie
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* Measure perform- * Calculate incentives
ance against

* Integrate with
standard

payroll systems
* Provide real-time
reports

* Observation
management
* Track quality

* Report cards
and safety

* Track activity-
based costs

* ROI-based slotting * Greenfield

* Simulation * Facility analysis

» Continuous
improvement

* Process modeling
» Establish standards
* Quality management
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