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Order Fulfillment

Getting Fulfillment Right the First Time

Order fulfillment is the heartbeat of any distribution centre and where money is made. A company’s
ability to execute fulfillment efficiently and effectively directly influences customer perceptions and
repeat business. Getting it right is therefore important to an entire organization and not just to those
tasked with affecting it. Recent changes in buyer behavior, consumer expectations and the introduction
of new business models have driven firms to look for ways to their improve order fulfillment capability.
Improvements can not only ensure customer satisfaction but also reduce operating costs. This paper
will highlight a few of these recent changes along with some available technologies to both improve
productivity and accuracy.

Problem Description:

Order fulfillment is the task of locating and picking products within a distribution centre so they can be
dispatched and delivered to customers. In most distribution operations, products arrive in bulk quantities
from limited suppliers and are then sent out to multiple customers in small quantities. As a result, order
fulfillment is often extremely labor intensive and costly.

Solution Description:

To find a solution to this problem, companies should access their order fulfillment strategy with the
following considerations:

e The number of items it stores and distributes

e The quantities in which customers are allowed to order product
e The frequency in which deliveries are offered

e Transport distances between suppliers and customers

e Contractual service levels agreements

e Competitor capabilities

Order Receipt and Allocation

Today, firms are looking to add value at every touch point with customers. This includes providing
multiple ways for orders to be placed and received. In some industries, such as pharmaceuticals,
customers can place and receive up to three orders per day, while other industries may offer daily or
weekly cycles. The introduction of online ordering has not only enabled firms to improve their value
proposition and service more customers, it has also created companies such as Dell and Amazon, who
enjoy lower operating costs and improved cash flow by simplifying their supply chains and eliminating
retail operations.
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Most companies with large order volumes have warehouse management systems to control order
fulfillment. Orders are either electronically or manually entered so they can be picked, invoiced and
shipped. Ideally, manual data entry will be minimal, to reduce time, cost and errors. These systems also
have the ability to release orders based on different criteria such as customer type, distribution point or
required delivery date. This is commonly known as order releasing or staging; its goal is to provide agility
and flexibility.

Order Processing

Product characteristics typically drive and influence picking methodologies, large items are usually picked
to pallets while smaller items may be picked to a trolley or conveyor system. If order demand is for full
pallets, product can simply be picked from a storage location and placed onto a truck, or in a staging lane
for consolidation with smaller items. In situations where items are required from multiple areas, picking
zones are set up. The size of a facility, the storage mediums employed, as well as the volume of product
being dispatched, will determine the size and number of zones needed.

Technology can also be used to increase fulfillment efficiency and accuracy. Many companies operate
paper based systems, however many have adopted electronic technologies as they have become
available and accepted in the market.

Radio frequency is the most commonly used. Though it may
not be well known to those outside the industry, it is by no
means a new technology. With this method, orders are
sent electronically to handheld units where a picker
completes an order, then downloads another, and so on.
Radio frequency is also commonly used to receive goods
and instruct put away locations based on product
characteristics and expected demand.
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Radio Frequency (RF) Picking

Photo Source: Materials Handling Institute of America

Voice picking is a much newer technology. This order fulfillment method
works in a similar way to radio frequency, in that orders are sent
electronically from the warehouse management system.

With voice picking however, orders are verbally read to pickers, with the
system stating the location of the item and quantity required. The
benefit of voice technology is speed and efficiency as both hands are
kept free. This is not the case with radio frequency units.

Voice Picking
Photo Source: Canadian Manufacturing
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Lights can also be used to direct pickers to product and
display the quantity required. This technology is known as
“pick to light?”

A related solution, t e r matdo lighp” works in a similar
way to pick to light but is used for batch picking. A picker
will arrive at a location and pick a quantity of items. Once
they confirm the correct quantity has been picked, lights will
come on at a series of tote bins or cartons with the quantity
required for each to fulfill an order. ) Pick {o Ligh

Photo Source: Materials Handling Institute of America

Conclusions:
If we look at applications for each type of picking methodology we can broadly say:

e Paper & radio frequency can be used for just about every situation.

e Pick & put to light are best suited to condensed picking modules such as mezzanine floors or
carton flow racks with a high number of split case picks such as stationary, books or electronic
media.

e Voice applications are best suited to large picks paths and full case environments such as the
grocery and liquor industry.

There are some other specialized technologies that be employed for order fulfillment, these tend to be

industry specific. For example, “A Frame” dispensers are widely used in the pharmaceutical industry,

while layer pickers are common in beverage distribution. 't s i mpor 't saiableforgourk n o w
industry and unique challenge; attending tradeshows and reading industry publications are good ways to

stay informed of innovations.

This paper was intended to bring focus to order fulfilment and some of the technologies that can
implemented to improve service and reduce cost in a wide range of distribution operations. Further
information on this topic may be found at the following links.

Links:

The below websites provide further information relating to order fulfillment and supply chain
management.

e Journal of Supply Chain Management
e Order Fulfillment Council
e Tomkins Associates
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http://www.ism.ws/pubs/journalscm/
http://www.mhia.org/
http://www.tomkinsinc.com/

