






saving benefits to any partnership in the new century.  Otherwise, it is a
contractual relationship and not necessarily a true partnership.

New types of partnerships will develop.  For example, distributors feeling
the competitive pinch may participate in joint ventures or unique part-
nerships to improve their capabilities and scale.  Joint ownership of
warehouses may be profitable, pooling volumes and resulting in lever-
ages no single partner can manage on its own.  Additionally, closely
aligning with a carrier company could be an opportunity to build a net-
work of transportation benefits nationwide. 

Restaurants, distributors and third-party logistics providers are forming
partnerships with retail operators to venture into meal solutions opera-
tions in supermarkets, serving as advisers, meals suppliers and/or logistics
providers. 
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The Hardware of Supply Chain Partnerships

Requirements for 21st Century Success

• Electronic communication from automated ordering through payment.

• Bar coding and the ability to scan bar codes.

• Simultaneous electronic access to inventory, sales, products, prices and other
information.

• Warehouse and other technological systems to enable cross docking and flow-
through distribution.

• Collaborative planning, forecasting and replenishment (CPFR) with all partners
using the same electronic data, plus an integrated POS systems at operators’
establishments to feed replenishment information back up the supply chain.

• Exploration of the Internet to determine how it can deliver maximum benefit to
the foodservice supply chain.

• Electronic payment made through electronic funds transfer (EFT) or ASNs.

 



10. Technologies and the Internet
Expect more acceptance throughout the industry that technology is the
price of admission into 21st century business.  

Increased adoption of voluntary standardized electronic communication
to remove manual, paper labor and rework in the system will slowly
expand throughout the industry.  

Carriers, on the other hand, are getting the message that success includes
becoming more technologically enabled.  Look for faster implementation
in carrier technology.

The Internet (plus its extranet and intranet possibilities and the new
UCCnet being developed under the auspices of the Uniform Code
Council) will provide a powerful avenue for breakthrough practices in
collaborative replenishment up and down the supply chain.

The gap between technologically capable companies and those that
have not implemented such capabilities will become wider.

11. Progress in Tying Ordering to Final Delivery
The consolidated ordering program discussed in the profiles of successful
practices is the tip of the iceberg in industry programs that marry several
links in the supply chain to increase greater efficiency.

Another process that may increase in popularity is joint consumer
demand forecasting that can reduce inventory throughout the supply
chain.  Called collaborative planning, forecasting and replenishment
(CPFR), it is still a long way off in the foodservice industry.

12. More Programs Like Store-Ready Pallets
To maximize the cost-savings power of logistics, the store-ready pallet
may become more common, and the practice of shipping in tiered pal-
lets could also increase.  Although this is an initiative that currently
applies more to the grocery industry, experts believe it may apply more
and more to foodservice in the future.

FUTURE TRENDS
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In foodservice, cross-dockable pallets may be mixed across multiple
manufacturers.  Customized services are also more applicable in the
foodservice arena.

13. Increased Use of ABC/ABM
The implementation of activity based costing (ABC) and activity based
management (ABM) may increase as companies seek to track the exact
cost of products and business processes. 

Companies increasingly are working with ABC/M tools to help them
understand which products are making money and which are not, or
what certain relationships cost.

14. Electronic Payment
Technologically advanced and broadened partnerships will enable the
foodservice industry to simplify the payment systems.  Use of electronic
funds transfer (EFT) completes the third efficiency flow of EFR’s three sup-
ply chain flows — product, information and funds.

Additionally, evaluated receipt settlement will be used by many compa-
nies.  In this process, a company does not wait for an invoice.  If all
cases are bar coded, Company A scans product out, Company B receives
and scans product in, and payment is made on these scanned quantities.
This eliminates the billing process.

Another payment option that also eliminates the billing process is pay-
ment based on the advance ship notice/manifest (ASN).

15. Logistics Takes Center Stage
The era of the supply chain has arrived.  Top management has noted that
Wal-Mart, The Gap and other logistics leaders are benefiting from their
emphasis on logistics efficiencies.

It will be a very exciting time for supply chain participants.
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Manufacturers/Vendors
• More access to product move-

ment data from trading partners
to identify changing consump-
tion patterns and to develop
new products based on emerg-
ing trends.

• Less product damage.

• Fewer invoice deductions.

• Trace and recall capabilities
throughout the distribution
chain.

• Increased vigilance for food
safety conditions, i.e., date of
manufacture/expiration date

• Electronic access to POS infor-
mation for forecasting and
replenishment.

• Electronic communication DI
capabilities among trading part-
ners.

Distributors/Third-Party
Logistics Providers
• More access to information from

vendors/manufacturers and retail
operators on everything from
inventories to schedules, POS
data, product and pricing infor-
mation and more.

• More scale to leverage the sup-
ply chain for clients.

• Broadened scope of their busi-
nesses by offering new programs
like multi-vendor consolidation,
coordinated transportation and
shared distribution programs.  

• More value-added services
delivered to their clients.

• Less handling or no handling of
product via cross docking, store-
ready pallets, consolidation of
slow movers, direct ship of fast
movers and more.

• Increased use of electronic com-
munication and bar coding by
vendors and, especially, by oper-
ators and carriers.

• More use of electronic funds
transfer.

Retail Operators/Restaurants
• Easier access to product avail-

ability and price information,
including pricing of services that
may accompany products.

• On-time delivery.

• More effort to keep up to date
on consumer lifestyle changes
and food trends.

• No overs, shorts or damages in
product delivery.

• More effort to use the supply
chain to differentiate their opera-
tion or to help create successful
promotions.  (See Darden’s crab
promotion, profile begins on
page 87.)

• Additional technological parity
with other parts of the industry
by implementing or upgrading
information technology systems,
such as electronic communica-
tion, bar codes, more specific
POS scanning, etc.
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What Supply Chain Partners Seek
— Now and in the Future



This chapter contains a snap-
shot of the successful logistics
optimization practices in the
U.S. foodservice and related
industries at the dawn of the
21st century.

Fourteen profiles — some 
featuring a narrative about
more than one company —
will describe what some 
industry leaders are doing in
logistics today and what they
are planning for tomorrow.

These companies are not the
only successful practitioners 
in logistics optimization.
However, they are all among
the leaders and are presented
here to show how very differ-
ent companies adopted very
different logistics and distribu-
tion strategies — and made
them successful.

Profiles of
Successful Practices
and Leading
Practitioners

4
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The Procter & Gamble Company

The Procter & Gamble Company has always been a
leader in consumer product innovation.

Today the manufacturing giant leads in supply chain
reengineering, partnering in logistics and in the industry’s
efforts to attain perfect orders.

Foundation:  The Perfect Order
The Procter & Gamble Company’s supply chain strategies and logistical
plans are based on the concept of the perfect order.  This Cincinnati-
based company is ahead of the pack in its efforts to attain, fill and deliv-
er orders with no errors or problems.

Employing more than 110,000 people in 70 countries, P&G markets
more than 300 brands worldwide.  Brand categories range from paper
products, laundry and cleaning products, health care and beauty care
products to food and beverages.  And getting those products out to the
people who order them is a key corporate strategy at P&G.

“It all starts with a perfect order — that’s what the customer expects,”
said A. (Bud) Viditz-Ward, Foodservice Logistics Manager for P&G.

P&G perfect order results over the past year are at 85 percent for the
foodservice business and 88 percent for retail.

How are orders measured?

• Was the order shipped complete?

• Was the order delivered complete?

• Was the order delivered on time?

• Was the order billed accurately?

The perfect order (note that P&G uses percentages of orders, not per-
centages of cases) is one delivered without any defects or problems in
the areas tracked.  If there is a failure in any of the four measures, the
order is not considered perfect.

Profile Number 1
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Measurements of order completeness in the delivery and revenue cycles
are done by customer and shipping location.  In delivery, P&G measures
against time, not date, and expects the delivery to be made within half
an hour of the stated delivery appointment.  Any exception, deduction,
over or short, delayed delivery, etc., means the order has failed.

The company separately measures case fill rates for internal use, but that
measure is not included in the perfect order calculation.  These mea-
surements enable P&G to know how well it delivers in each category
with each customer. 

Technology the Answer: Pointing out that problems with an order can
mean manual work, possible backorder shipment and other tasks that
can add hundred of dollars to both parties’ costs, Mr. Viditz-Ward cited
technology as an answer to attaining 100 percent perfect orders.  

“We are very strong proponents of the UCS-II transaction sets, synchro-
nizing our database with our customer’s database.  When they are order-
ing a particular SKU, they have the right U.P.C. code and the right
price.”   He sees more electronic scanning and the increased use of bar
codes and advance ship notice/manifests (ASNs) as a big boost toward
attaining perfect orders.  “While all our products carry bar codes and we
use ASNs, the foodservice industry is just starting this,” he added.

Additionally, he said the evaluated receipt settlement is being talked
about in the industry as a means of harnessing electronic data to simpli-
fy the payment process in the future.

Fast Movers  
If an item is considered fast moving by P&G, the company optimizes the
material handling and package design to accommodate the velocity of
the SKU.  At times, the size of a package is adjusted after the product
has been introduced to make it easier and more economical to handle.
With Sunny Delight juice, for example, the size of the foodservice ship-
ping case was significantly increased to enable the movement of more
consumption units in one package.

P&G encourages the purchase of high velocity items at the plant level
and in pallet quantities.  In retail, single-category truckloads are com-
mon.  Foodservice, however, presents an opportunity:  Truckloads fre-
quently mean mixed SKUs, and customers are not necessarily going to
buy all high velocity items at the same time they buy all the other items
that make up the truckload.
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Accommodating a variety of purchasing needs means that all P&G food-
service items — both high and low velocity items — are available for
shipment in less-than-pallet quantities from four regional mixing ware-
houses around the country.

Mr. Viditz-Ward said that P&G looks more at SKU's and less at whether
they are purchased in truckloads when analyzing the activity of fast
movers.  “It’s less an issue of the total volume of the SKU and more an
issue of what we do to reduce handling and transportation costs
throughout the supply chain,” he said.  

The P&G executive said that distributors treat fast movers differently:
They do not usually break open a shipping case but move it straight
through the system.

Direct Ship from the Plant
“Shipping directly from the plant doesn’t happen as often as we would
like,” said Mr. Viditz-Ward.  “Despite our desire for large volumes of
product movement, it is not efficient for all customers to order in the
minimums required for plant sourcing.”    

He added that P&G uses truckload and full-pallet quantities to ship
direct from the plant.  Because of these practices, distribution-type oper-
ations are most likely to order directly from a plant.  Recognizing the
efficiencies of plant shipping, P&G has established plant price brackets
that reflect the lower logistics costs.

Cross Docking 
Two years ago P&G established a cross-docking program with a
Midwest distributor aimed at reducing the distributor’s internal storage
and handling costs. 

The distributor had four locations and was looking to improve service in
three secondary locations while reducing total inventory.  When the
partnership began, the two companies started by cross docking both
high velocity and low velocity SKUs through a core, central warehouse
to the secondary locations.  At this central warehouse, product was
taken in, cross docked and  loaded onto the distributor's trucks for ship-
ment to other parts of the country.  Only product intended for the cen-
tral warehouse’s customer shipments was placed in storage.
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Over time, both parties recognized that it would be even more efficient
if high velocity SKUs were sourced in full truckloads directly from a
P&G plant to the secondary warehouse.  The slow-moving SKUs would
still be cross docked and the balance of each central warehouse truck-
load shipment would be made up of product from other manufacturers,
either pulled from storage or also cross docked.

The numbers reveal the success of the project: 
• The distributor realized approximately 37-cents-per-case savings on

each cross-docked case compared with its normal handling costs.

• The shipments were predictable.  P&G knew that every Tuesday this
distributor would pick up a load to haul to its central warehouse.
P&G could make its specific delivery preparations for each order prior
to shipping.

• The distributor knew to expect a delivery from P&G approximately
two hours later, every Tuesday afternoon.  The P&G shipments are
prepared in advance to be cross docked or combined with other out-
bound items at the distributor.  These shipments are then scheduled to
depart for the secondary warehouses on Wednesday.

• Scheduling was simplified, inventory was taken out of the system,
overs/shorts/damages were cut and rework and waste were reduced.

Slow Movers 
The P&G spokesman said the industry is seeing increased use by distrib-
utors of inbound consolidation warehouses in which all slow-moving
products are stored in a central facility.

The distributor’s branches all pull from this one facility, often more than
once a week, which facilitates total system inventory reduction and
improved service.  This practice was used by the distributor in the opti-
mized effort described previously in the section on cross docking.

Shared Warehousing 
Through its harnessing of the EFR logistics optimization initiative of
shared warehousing, P&G relies on third-party providers in its foodser-
vice operations.  “Basically we use third-party providers, unless a ware-
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house is physically attached to a plant, in which case it is operated by
P&G plant personnel,” Mr. Viditz-Ward said.  He added that P&G/food-
service has one stand-alone production facility from which customer
shipments are made.

The company consolidates its products in third-party-operated ware-
houses in key parts of the country and ships from these.  Usually a P&G
employee is on site to oversee order processing, customer service,
inventory levels, etc.  This person acts as liaison between the P&G cus-
tomer service logistics department and the warehousing operation.

The warehouses all act as mixing centers, assembling product from all of
P&G’s foodservice plants. 

“In foodservice, with all the different production locations we have,
aggregating the product in one single location to facilitate the customer
placing one purchase order for all their products is more efficient and
convenient,” continued the P&G spokesman.  “However, as our business
has grown and consolidation has taken place in the foodservice industry,
we realized that we had to — at least on a few of our categories such as
shortening, oil and paper products — make available to customers direct
access to the production site for those items.”  

Shipments from plants are in full truckloads and full pallets.  Since the
majority of our orders are not that large, customers can get the same
items — along with other categories such as cleaners and coffee and
more — from the mixing-center warehouses.

Warehouse Numbers Reduced:  As shipments got larger and warehouses
more sophisticated in their ability to deliver longer distances reliably,
P&G found it did not need warehouses in every metropolitan area.  The
company has reduced the numbers of warehouses by over 80 percent,
pulling back to major distribution centers that combine P&G product
from both foodservice and retail businesses.  Locations were chosen to
achieve customer delivery within two days.

With the reduction in warehouses, P&G “has been able to lower inven-
tory, improve customer service and improve order completeness
because we didn’t have to spread the inventory over as many locations,”
said Mr. Viditz-Ward.  

P&G’s product is warehoused in its own building, while next door the
same third-party operator may store another manufacturer’s product.
The product may be combined in coordinated warehousing initiatives
for outbound truckloads, but it is housed separately.  
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The third party provider oversees all the transportation services out-
bound, while P&G provides all inbound shipments into its facilities.

Streamlining with Systems
Among the criteria P&G uses to select its third-party warehouse and
logistics suppliers is that organization’s level of systems expertise and
whether it conducts business electronically.  The company wants a ware-
house management system that ties in directly with P&G's to create  a
seamless flow of information from the shipping location, P&G and the
customer.

The company has implemented a complete suite of voluntary industry-
standard transaction sets in its move toward a totally paperless business
environment, including the UCS II, purchase order, invoice, ASN and
more.  However, foodservice is not as far advanced in these areas as the
retail side of the business.  Foodservice receives only 19 percent of its
orders via EDI, compared with the other divisions of P&G, which
receive about 90 percent of their orders via electronic data interchange.
P&G foodservice does, however, use the advance ship notice/manifests
(ASNs) out of its third-party distribution centers, along with the
UCC/EAN-128 pallet license plate.

The company also is in the process of implementing an enterprise-wide,
integrated software system, according to Mr. Viditz-Ward.  

Streamlining a Foodservice Order
Foodservice orders are received via EDI (preferred method), fax or tele-
phone.  Some fax orders also come to P&G via its telemarketing group,
which coordinates orders from smaller customers in the field.

Whether orders are received via EDI or other methods, they are
processed quickly.  Shipping documents and instructions are electroni-
cally transmitted to plants and third-party ship sites within hours of an
order receipt.  It generally takes 48 hours from receipt of the paperwork
to plan, to pick the order and to make the shipment.  When the order
has been shipped, the shipment’s confirmation is transmitted back to
P&G within minutes, at which point an ASN can be sent to the receiving
customer, if that company supports that EDI transaction.
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The shipping warehouse — either plant or third-party — does the load
planning and arranges for outbound transportation.  Carriers are ten-
dered their loads electronically.  All the information concerning the
delivery, including the requested arrival date, is provided to the carrier
electronically.  Delivery appointments on the customers’ requested
delivery date are made by the carrier before they even pick up the load.

Coordinated Transportation
P&G uses a carefully selected group of carriers to deliver its freight.
These carriers are selected based on service, capacity and cost.  P&G’s
shipping locations use carriers from this group.  The third-party ware-
houses load P&G products in full truckloads for larger foodservice cus-
tomers.  If the order is not a full truckload, the warehouse will first con-
solidate orders by adding other products going to the same customer at
the same location.   

To minimize delivery difficulties, either a standard delivery appointment
or a “window of delivery” is sought for those customers with regular
delivery volume.

When there is no other volume to the same customer, the warehouses
will ship the order by itself, which is generally a quarter-truckload or
greater.  “For us, consolidation into a region is less common than it used
to be due to the difficulty in coordinating delivery times and the length
of time the delivering trailer is tied up.  The objective is to get the prod-
uct delivered quickly and the truck freed up to accept other freight,” said
the P&G spokesman.

Today’s consolidation, he pointed out, is very different than it was in the
1970s and 1980s.

Logistics Hierarchy
P&G uses a logistics hierarchy in developing its supply chain strategy
and plans.  This hierarchy is based on reliability, then on responsiveness
and, finally, on innovation.  And, of course, everything goes back to the
perfect order.
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Multi-Channel Contract Distributor ABC

A large national distributor with a long history of 
excellence in serving multi-channel contract customers
finely tunes and customizes its programs to customer
needs.

Custom Tailors Logistics to Customers
Distributor ABC is a large national multi-channel, contract supply chain
operation that makes almost 40,000 deliveries weekly from its 15 distri-
bution centers around the country.

This distribution company’s supply chain handles approximately 13,000
SKUs and is considered a leader in varied procurement and logistics
programs.

All of its programs are custom tailored to its clients, with few hard and
fast rules of operation except pleasing the customer.

ABC is the only company interviewed for this profile that uses no third-
party logistics partnerships.

Cross Docking and Consolidating Slow Movers
Distributor ABC centralizes all of it slow-moving SKUs at a central DC
mid-country and cross docks that product.  The company has found that
the extra transportation costs involved in this practice are less than the
costs of slotting the slow movers into DCs or having to enlarge DCs to
accommodate them.

Distributor ABC currently is considering opening more such consolida-
tion warehouses — one in the East and one on the West Coast in the
near future.

The company does another unique form of internal cross docking in
which it moves complete customer orders from one DC to another.
Many times this movement is in pallet-size orders (shrink-wrapped)
coming in from an outsourcing DC, which is cross-docked and sent on
its way to the customer.

Profile Number 2
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A company spokesman noted that the consolidation of slow movers and
the cross docking operation of full shipments between DCs offered back-
haul opportunities for the company.

Distributor ABC uses activity based costing (ABC) to determine the eco-
nomics of fast movers, the not so fast and the “dogs” that must be cross-
docked and consolidated.  Customer demand is the criterion in what
products are carried and where they are carried.  With contract busi-
nesses such as theirs, the spokesman said, if the customer wants a slow
mover, it is carried in inventory. 

The company does not measure by gross profit but by the number of
cases moved in and out of the slot.

Cost Tradeoffs of Frequent Deliveries
Another unusual aspect of Distributor ABC is its policy of handling costs
vs. inventory turns.

“It is almost counter-productive to turn something too many times with
frequent deliveries because you are handling it too many times,” a com-
pany spokesman said.  “Does it make sense to receive something every
two or three days and handle it every two or three days?  Or does it
make sense to receive it once a week and handle it once a week?”

Flying in the face of current industry homage to the advantages of inven-
tory turns, this company has done analysis that indicates handling costs
for them are too high for frequent deliveries.

The advocates of inventory-turns-as-gospel “don’t look too closely at
handling costs.  We’ve analyzed these costs on the inbound side, and
we realized we can handle a pallet once a week more economically
than more frequent deliveries of individual cases,” said ABC’s
spokesman.

He added that the company’s average turn level is approximately 18
turns per year — about the foodservice distribution average of 16 to 18,
although some companies today are doing 23 or 24 — and it is aiming
for 30.  This company, however, charts handling costs vs. turns and fre-
quent deliveries and has a companywide policy in this regard.
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Centralized Decision-Making
ABC's top management is knowledgeable and involved in purchasing
and logistics decisions.  All such decisions are made centrally at ABC,
and the good of the company overrides the concern of any one DC.  An
enterprise-wide view replaces turf protection between procurement or
warehousing, for example.  This big picture approach holds all the var-
ied pieces of the logistics puzzle together and is good for the bottom
line, a company spokesman said. 

The distributor’s computer system is also centralized, and headquarters
continuously monitors its nationwide operations.  In fact, the home
office has been known to notice a problem in the field before the district
office catches it.

Coordinated Transportation
“Our logistics department will analyze LTL products coming from differ-
ent points, will put together a pickup of individual product from individ-
ual vendors and will incorporate this into one truckload,” the spokesman
said.

The company is realizing increased savings from this form of coordinat-
ed transportation, as have the vendors involved.

Built Its Own Shared Distribution
This leading distributor company has, in effect, created its own shared
distribution network — mainly in non-perishable products.  Distributor
ABC has a redistribution company dedicated to ABC and to its facility in
the middle of the country.

This facility serves not only as a redistribution center but it also is the
slow-mover consolidation point mentioned earlier.  Distributor ABC and
the redistribution company bring truckloads of merchandise into this
facility where they are united with LTL shipments to form outbound
truckloads.

Fast Movers
The company is now testing vendor-managed inventory with one suppli-
er.  Otherwise, it currently has no special programs for fast movers or
just-in-time deliveries.
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State-of-the-Art Technology
ABC is known for its state-of-the-art efficiencies at the DC.  The picking
and putaway software application that keeps it all flowing was pur-
chased from a third-party provider but has been customized by ABC.

The company uses bar-coded license plates on all its outbound ship-
ments.  It scans inbound shipments, and a sophisticated centralized sys-
tem knows exactly what makes up each pallet, where it came from and
where it is going.

All of ABC’s warehouses are fully mechanized.  The warehouse manage-
ment system produces pallet tags and assigns a location to each item
entered.  The system has a real-time, RF capability that locates products
to a specific area based on predetermined characteristics such as height,
cube, customer and velocity.  

Purchasing and Customization
ABC offers an EDI ordering system, although it also takes orders by
phone or fax.  The company’s centralized purchasing department uses a
four-week demand-forecasting model to estimate needs.  Point-of-sale
data is used for some continuous replenishment accounts.

Purchase orders always go to the “home” DC for the company's multi-
ple clients, but that DC may not be the one that ultimately fills the
order.  Purchases are negotiated by Distributor ABC or by its customers,
depending on the individual case and that customer’s customized 
contract.

Each of ABC’s customers has ordering specifications and delivery
methodologies tailored for that company.  The average customer
receives two or three deliveries weekly, and outbound order lead time is
one to two days.

Order fill rates: 99.3 percent.

 



PROFILES OF SUCCESSFUL PRACTICES AND LEADING PRACTITIONERS

54

Distribution Services of America, Inc.

A regional third-party logistics provider has built a repu-
tation on the innovative way it designs, implements and
manages a wide range of customized logistics solutions
— including a new consolidated ordering program.

DSA/Foxboro:  80-Year Veteran
Distribution Services of America, Inc. (DSA) — headquartered in
Foxboro, MA — is a veteran of more than 80 years as a logistics leader.

DSA is a full-service third-party logistics provider that develops logistical
programs for both the distribution and the manufacturing communities.

Interviewed for this profile were President Suzanne Miklos and Vice
President of Sales and Marketing Mark Slattery.

Logistics Comes into Its Own
The food industry is witnessing a period of phenomenal change, Mr.
Slattery said.  “Logistics itself is becoming much more important today.
People are starting to understand it.  Today logistics has become one of
the three major components of a business strategy.  That wasn’t always
the case.  Often logistics was almost an afterthought, almost considered
a cleanup program for sales/product production.”

He added that with the current trend of high velocity movement and
inventory reductions, every case is now more important.  The industry
was unprepared for the Efficient Consumer Response (ECR) movement in
the early 1990s, he said.  “The rush to reduce inventories and increase
product turns was put into place without regard to logistical coordina-
tion/transportation cost impacts,” he pointed out.  “If a distributing cus-
tomer (retailer, wholesaler, etc.) decided to double inventory turns, plans
were not usually in place on how to physically handle the resulting
increase in order velocity, or how to address the increased costs of trans-
portation inherent in the creation of smaller, more frequent orders.” 

Profile Number 3
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Consolidation
DSA has been facing the changing marketplace for years and has been
practicing consolidation since 1963.  At that time, the company success-
fully consolidated more than 90 percent of its LTL shipments.

“As the industry changes and becomes more of a pull industry — driven
by receiving customers — orders become more frequent and smaller,”
Slattery continued.  “Consequently we have an increase in smaller
orders and an increase in transportation, and that drives up costs.”

In answer to these additional costs, DSA has refined its long-standing
consolidation programs to reduce expenditures and untangle the logjams
in the industry.

The company joined the Joint Committee on Efficient Consumer
Response (ECR) in 1994 and began to create programs to streamline
ordering and the movement of goods in the supply chain.

DSA developed two programs at that time — the B.E.S.T. Program (to be
discussed later in this profile) and its new multi-vendor consolidation
program.

Multi-Vendor Consolidated Ordering Program
In launching its consolidated ordering program, DSA partners with a
leading East Coast grocery retail chain (Chain A) and with manufacturers
currently using the DSA facility (See the Nabisco profile.) and a food
broker (Food Enterprises, a division of Merkert Enterprise, Inc.)

The purpose of the program is to increase turns, reduce lead -time, elim-
inate overs/shorts/damages, add savings to both the vendor and the
retailer and reduce inventory in the supply chain.

Chain A uses a demand forecasting system, which clusters five or six
mid-size vendors together in a program that combines aspects of EFR’s
logistical initiatives of shared warehousing and distribution, coordinated
transportation and consolidation.

Getting the program operational took longer than expected — two years. 
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In the order flow process for the consolidated ordering program,  DSA:

• Receives multiple vendor purchase orders from Chain A via fax.  (It
can also receive in EDI.)

• Ensures that sufficient manufacturer product is in-house to fill the
order.  If not, DSA calls to get delivery.

• Finds out, based on requested delivery date, when the receiver wants
to pick up the order, using its own transportation, at the DSA facility.

• Processes order to Dispatch, which tells Client A’s trucking division
when the order will be available for pickup.

• Sends order to the warehouse, where it is picked and readied for ship-
ment.

For more specific details on the program’s origins, see the profile of
Retail Chain A.

Program Benefits
The multi-vendor consolidated ordering program has been successful.
Since 1995, participating manufacturers have saved more than 40 per-
cent on LTL rates.

Chain A also has benefited.  It has reduced inventory and lead times.  It
has been able to control the flow of LTL into its facilities and now enjoys
more planned and on-time arrivals.  By using its demand forecasting sys-
tem, the retailer is able to tie together its product flow to determine
where it enters the distribution system.

According to DSA, one disappointment has occurred in the program —
it has not attracted as many new vendors as expected.  However, the
company is optimistic and views the program as a major stepping stone
in its path to use demand planning and forecasting in the future.

One of the reasons for the program’s success, according to DSA officials,
is the up-front investment in communications and expectations-sharing
by all the partners at the beginning of the project.

“Today’s customers are demanding new ways of doing business that are
presenting great challenges,” Mr. Slattery said.  “As customers drive
logistics initiatives, the burden to eliminate costs cannot be transferred to
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the manufacturers.  Taking advantage of the expertise of a third party
and sharing costs and savings both offer a solution for all parties
involved.”  

He stressed the importance of determining, up-front, an equitable shar-
ing of these savings.

Mr. Slattery pointed out that the program means that the retailer was not
buying in the amounts it had been.  Rather, the retailer is allocated
inventory dollars over a longer time period, which can actually be a
sales enhancement — not a sales diminishment — program.  The retail-
er’s cash flow is improved when it pays less in inventory allotment.

Consolidation of a Different Breed
Consolidation once meant that orders sitting around were pooled, put
on a truck and shipped — not necessarily driven by the receiver.  What
did not fit into the truck got trapped on the dock when truckloads
weighted out or cubed out.

“The clear difference today is that it is a pull program with the receiver
very much involved in the process flow,”  DSA President Suzanne
Miklos said.  “In the old consolidations, you didn’t have manufacturers
and retailers stepping up to the plate, willing to try something new and
generating excitement in the industry.”

Program’s Weights and Cubes
Shipments now are on a weight-predicated system.  As customers are
added to the consolidated clusters, however, DSA expects to take advan-
tage of both weight and cube in truckload configurations.

Mr. Slattery said cube will become more important in future shipments
in the industry as well, especially in foodservice areas.

B.E.S.T. Program/Consolidation Part II
The second DSA consolidation effort is its B.E.S.T. program, designed to
cope with the inefficiencies of the current smaller, more frequent orders.
By preparing the freight in full pallet quantities or at least in tier mini-
mums, the program also cuts overs/shorts/damages and reduces loading
and unloading times.
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The B.E.S.T. program is a coordination of how product is purchased,
assembled, picked and received.  It was developed three years before
the consolidation program.  DSA had done a great deal of work with the
retail community on distribution efficiencies, but it was not until 1991
that it formally launched B.E.S.T.  A customer-focused efficiency pro-
gram, B.E.S.T. seeks to improve the physical flow of distribution to cut
activity costs, to reduce actual distribution costs and to offer cost savings
via consolidation.  

Orders are made in full tiers whenever possible, which enables DSA to
segregate product to be item-specific.  Orders are picked in full tiers and
customized to the receiver’s rack height, enabling one person to unload
and put away what once was a two-person job.

The B.E.S.T. program is reaping substantial returns:

• Reductions in unloading time at some facilities of more than 65 per-
cent — in one case, 79 percent — all due to the way the freight is
prepared.

• Faster receiving of freight, because receivers know the freight has
been specially prepared and take these trucks first, as preferred cus-
tomized deliveries.

• Reduction of 65 percent in overs/shorts/damages.

• Decrease in put-away time by 23 percent overall.

Examples:   One foodservice account traditionally took six hours to
unload, and now with B.E.S.T., the task is performed in one to one-and-
one-half hours.

“B.E.S.T. is the coordination of the actual freight delivery systems — the
physical handling of goods,” Mr. Slattery said.  “If we have to handle,
let’s do it at our own facility and not at the receiver’s loading dock.”

Shared Warehousing/Distribution 
DSA is shared warehousing and distribution, according to its officials.
Its Foxboro facility, for example, is three-quarters of a mile around and
contains products from more than 70 manufacturers.
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This giant product pool allows distributors to pull in one truck and have
access to 70 vendors, thereby cutting costs.  A large pool of inventory
across multiple vendors is available to distributors that allows them to
reduce their own inventory and, at the same time, take advantage of
truckload strategies and thus reduce costs.

Manufacturers — especially small and mid-size — can take advantage
of other manufacturers’ volumes and synergies, using these to develop
programs like full truckloads.  Since DSA’s transportation division, T.R.I.,
is also a  freight-forwarding provider and contracts with many receiver
carriers as part of the regular DSA fleet, manufacturers have the added
benefits of an always-on-time delivery and the availability of consolida-
tion programs.  (On-time delivery is guaranteed, since contracted carri-
ers are building their own loads.)

DSA currently is developing a program with a large discount retailer and
an area manufacturer that gives an order turnaround of three days from
order placement to delivery.  The company hopes to expand this pro-
gram, called the Fast System, to other manufacturers in the near future.

Mr. Slattery said that with the current increase in the foodservice seg-
ment of the grocery business, his firm is debating whether to make food-
service a separate entity in its shared warehousing and distribution oper-
ations.

Cross Docking
The increase in foodservice volume — which has a different set of prac-
tices in distribution than traditional dry grocery — will trigger several
changes in the business, according to Ms. Miklos.  (For example, tem-
perature controls and food safety requirements, plus extremely short
shelf life.)

“Only two or three years ago, we were looking at 400,000- to- 500,000-
square-feet buildings,” she said.  “Now with the inventory reductions, it’s
going to be freight on trucks.  We won’t have large spaces any more.
The key is how you manage the whole ordering process flow so you can
take more inventory out of the system.  That becomes critical in the food
industry, especially in view of the increasing demands for freshness.”

The need for speed, agility, freshness and less inventory creates a climate
for cross docking, which DSA has been doing for years.  They cross dock
a wide spectrum of products but fewer in the food industry than they
would like.
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DSA partnered with a general retail customer in a cross- docking pro-
gram in which different goods — ranging from electronics to hair spray,
from pots and pans to crackers — came in overnight on 80 to 100 trucks
on varying formats (pallets, slip sheets, and floor-loaded).  

DSA had to receive the goods, break them down by style, color, sizes,
etc.  The goods were then joined by garments that arrived on hangers
and were separated, tagged and boxed.  The multi-vendor products were
cross docked and assembled into store-ready pallets or split pallets going
out to 34 different stores in 40 to 50 different trucks.  Time of the whole
operation from receiving the first truck to the last outbound truck’s
departure: 10 hours.

DSA currently is working with Chain A, its partner in a consolidated
ordering consolidation program, to develop a store-ready pallet pro-
gram.  This is envisioned as a cross-docking operation wherein Chain A’s
order will be picked in a “wave” format to be cross-docked through its
DCs and a pallet will be sent to each store. 

DSA’s  Coordinated Transportation
DSA puts together several unique programs in the coordinated trans-
portation area.  It ties its B.E.S.T. program into its own transportation pro-
gram, which is operated under the aegis of Trans Resources, Inc., its ICC
freight-forwarding company.

“One of our key roles as a transportation provider is to help manufactur-
ers cope with the increase in transportation costs while at the same time
helping distributors in controlling the inefficiencies you get with
increased traffic flows,” Mr. Slattery said.

DSA’s cost-savings transportation programs include:

• The consolidated ordering program mentioned earlier.

• A pre-loading LTL drop-box program that enables receivers to receive
product without being present.  (This is pre-loaded LTL freight on trail-
ers.)

• Boxcar program, a nationwide freight-forwarded service s that ties rail
freight and 30-day free storage into existing logistics systems.  (DSA
used 267 rail cars in a recent month and plans to integrate the pro-
gram into its transportation menu of services.)
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Future Technology and Innovations
The two DSA executives have several programs that they hope to imple-
ment in the beginning of the 21st century.

CPFR – DSA believes continuous planning, forecasting and replenish-
ment (CPFR) programs have a key role to play in future logistical pro-
grams.  A third-party provider such as DSA can provide the high level of
coordination needed between the collaborating retailer and manufactur-
er in an effort to bring forecasting plans and product replenishment into
synch.  Both DSA officials believe CPFR will go a tremendous distance
in lowering inventory levels in the food business.

Store-Level Pallets – DSA stresses the importance of developing informa-
tion that enables a company to align consumption or demand forecast-
ing to production — and to deliver the result on a store-ready pallet.

EDI and ASNs – DSA believes that getting ASNs (advance ship
notice/manifest) and EDI up and running in the food industry is impor-
tant.  One of the company’s major frustrations is the lack of technology
— especially EDI — in many retailers, foodservice operator and carrier
operations.

Systems and Measurements – DSA uses its technology systems to moni-
tor productivity in-house and evaluate job functions.  It also is folding a
gain-sharing incentive program into these evaluation programs.

Loading Diagrams – DSA recently implemented a program that places
loading diagrams on the back of trucks.  DSA e-mails copies to the cus-
tomers to enable them to view an order before it gets to their back door.
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Regional Retail Chain A

A forward-thinking regional chain partners with manu-
facturers and a third-party warehouse to create a consoli-
dated ordering program.

New Program Unites Several EFR Initiatives
In 1995, a leading food manufacturer, a broker, Distributor Services of
America (DSA/Foxboro) and this progressive regional chain (Chain A)
launched a new program — consolidated ordering .

The initiative has pieces of several of Efficient Foodservice Response’s
logistics optimization programs, including consolidation of inbound
freight, shared warehousing and distribution, and coordinated 
transportation.

Chain A had a long relationship with DSA, mainly on the transportation
side backhauling pooled orders.  Chain A executives talked with several
manufacturers (including the initial supplier in the project, Nabisco, Inc.)
about the benefits to be gained from joining a consolidated ordering
program.  Getting the manufacturers’ buy-in was important, because the
vendors had to adjust some of their procedures in order to be grouped
together in the consolidation program.

Orders are based on relative need and can be as much as a third to a
half smaller than previous orders.  However, the frequency levels are up,
turns are up and inventory size is down.  Since orders are grouped
together to arrive on specific days, service levels have gone up 
considerably.

The consolidation clusters are operated out of three of Chain A’s four
DCs.

Less than 1 percent of Chain A’s annual consumption today is on the
consolidated ordering program, but there are plans to expand the 
program.

Profile Number 4
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Process of Program Creation

• Identify vendors at third-party warehouse.

• Figure average weekly weight by vendor.

• Review individual vendor lead times.

• Meet with vendors to discuss benefits of participating in program.

• Identify vendors willing to participate.

• Group vendors by mutually agreed upon lead times.

• Group vendors to equal a truckload.

• Assign re-order buyer.

• Set up master vendor on Chain A’s INFOREM III system.

• Determine start-up date.

• Review progress with re-order buyer on monthly basis for first
three months.

• Quantify savings.

Inventory Down by Half
Chain A carried roughly two weeks of inventory when the program began.
“We adjusted our lead times from an average of 16 days to seven consis-
tent days,” said a Chain A spokesman.  “We have a true lead time set in
our system of seven days, but we have no set schedule.  We try to avoid
Thursdays and Mondays, because those are heavy receiving days.”

Manufacturers’ earlier fears that the program might mean a net loss in
sales proved groundless.  No decrease in overall annual sales has been
noted.

Since DSA uses Chain A’s trucking as a backhaul carrier, Chain A trucking
picks up its own order to meet the due date.
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Program Performance Tracking
Chain A can track its progress and performance in the consolidated
ordering program by manufacturer and total by DC.

Days of supply have been reduced to a minimum of four days at each of
the cluster DCs participating in the program.

Turn rates that were in the 16-to-17 range before consolidation now are
running in the mid-30s.

The program also generates additional income for Chain A’s trucking
company, which operates as a separate division.  If any program, such as
consolidated ordering, garners additional revenue for the trucking com-
pany, that revenue goes into a fund to be used the next year to lower
retail delivery fees.

Flow Chart for Consolidated Order
Currently, Chain A is receiving only one truckload from each consolidat-
ed cluster each week.

The following describes how that order is processed within this pro-
gram’s consolidated cluster:

• Re-order buyer places order electronically, which allows Chain A to
create one master vendor for all items that are part of the consolidat-
ed cluster.

• Order is generated; EDI transmission to manufacturer/agent, most fre-
quently direct EDI to manufacturer.  Orders are available to manufac-
turer/agent at the following times, depending on when the re-order
buyer places the order:  10 a.m., 12 p.m. and 2 p.m.  If order is
placed with a broker, the broker must in turn either EDI, call or fax
the order to the manufacturer.

• Re-order buyer faxes notification of purchase orders that will be com-
bined as a truckload to the third-party warehouse.

• The manufacturer/agent should contact re-order buyer with any
inventory shortages at the third-party warehouse.
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• The manufacturer/agent releases order to third-party warehouse 48
hours — not to include a Saturday or a Sunday — prior to the due
date.  If orders are not released, the process listed below kicks in.

• The third-party warehouse receives all the releases, and it then selects
and stages product and notifies the carrier that the order is ready.  It
has seven days to get the order to Chain A’s warehouse.

• The carrier calls and schedules an appointment for the appropriate
DC.

• Carrier delivers to the correct Chain A distribution center.

Program Barriers
One of the problems that plagued the program early on was the failure
of manufacturers to release orders in a timely way.  When this happens,
the third-party warehouse faxes a list of orders that have not been
released to Chain A’s re-order buyer.  That buyer contacts the manufac-
turer/agent with the order that needs to be released.  The
manufacturer/agent is asked to release the order to a third-party ware-
house staffer by phone or fax by 10:30 a.m. on the day of the notifica-
tion.  The manufacturer/agent is to call the re-order buyer once the
release has been made, and that buyer contacts the third-party ware-
house at 10:30 a.m. to verify that all releases are complete.

Several other program barriers exist, including a straight truckload men-
tality in some parts of the food industry and a potential increase in the
number of invoices involved.

Manufacturers’ Benefits
Manufacturers at first had concerns that renouncing minimum orders
and giving up lead times might affect them in negative ways, the retail
spokesperson said.  Participating manufacturers now enjoy the following
benefits from their participation in the program:

• Truckload freight rate vs. LTL

• Order in vendor/third-party layer quantities

• Fewer overs, shorts and damages to process
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• Fresher, better quality product for consumers

• Enhanced service levels

• Fewer deductions and penalty charges

Chain A Benefits
The retailer was motivated to launch the consolidated ordering program
mainly by the dual need for on-time deliveries and reduced inventories.
It got both — and more — including:

• On-time deliveries

• Increased turns

• Enhanced service levels

• Maximized truck utilization   

• Decreased receiving time

• Potential to put logistical savings back into cost of goods

• Less damage to goods

No Huge Capital Outlays Necessary
Many companies are reluctant to try some of the EFR initiatives because
they suspect that they may require huge outlays of cash for technology.
This consolidated ordering program can be implemented without
adding to systems.  Chain A and its third-party warehouse DSA are
using their existing systems for this program.

Future Prospects
Chain A and its partners are expanding the consolidation ordering 
program.  They hope to increase the number s of participating 
manufacturers.

The retailer also is investigating the use of another third-party warehouse
with which to begin a similar program in one of its serving areas that
DSA, the current third-party warehouse, does not cover.
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Dot Foods, Inc.

One of America’s largest redistribution companies finds 
a special niche with foodservice manufacturers and 
distributors.

Began in the Ice Cream Business
Dot Foods, Inc., is one of  the largest redistributors in the nation.  
It operates out of headquarters in Mt. Sterling, Illinois.

The business began in 1960 as an industrial food ingredient distributor
for an ice cream manufacturer and migrated to foodservice in the 1970s.
It ventured into frozen in 1990, and in 1997 expanded the business to
include refrigerated products.  The company has 250 manufacturer cus-
tomers and approximately 2,000 distributor clients.

A Special Niche
Why is Dot successful with a redistribution concept, dealing with food-
service distributors who already are consolidating freight?

Joe Tracy, President of Dot Transportation Inc. (DTI), a division of Dot
Foods, said the industry is fragmented.  He estimated that 75 percent of
the market is small distributors that buy in less than full truckloads (LTL).
Larger industry distributors also use DOT since they purchase LTL from
many different suppliers.  The LTL carriers and their networks can be
expensive and not always reliable.  

By using a redistributor, such as Dot,  along with its private shipping
fleet and warehouses, a distributor can simplify the entire distribution
network and have only one order, one invoice, one delivery to worry
about.

The manufacturer is still selling to the distributor, but Dot handles the
order processing and delivery functions.  The manufacturer or the broker
will continue to call on the distributor, and they will continue to get
their group allowances.  However, it is Dot that bills the distributor.
Once the firm has agreed to a financial arrangement with the manufac-
turer, Dot “resells” to the customer, and invoices the customer.

Profile Number 5
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Supply Chain Flows
Dot operates a hub-and-spoke product flow, with the home office in Mt.
Sterling being the hub.  Here the company stocks all of its 12,500 differ-
ent items of refrigerated, frozen and dry food products, which it distrib-
utes to a nationwide network of approximately 2,000 foodservice dis-
tributors.

The company maintains three “spoke” operations.  The current facilities
are in Modesto, California, Vidalia, Georgia and Williamsport,
Maryland.  These outside DCs stock only high volume items, while Mt.
Sterling serves as the feeder on all slow moving items.

Cross Docking in Illinois
The Mt. Sterling hub supplies the outside DCs with approximately 25
percent of their volume through an internal transfer, cross-docking
process.  These transfers occur twice weekly and are picked at the
Illinois facility, palletized, shrink-wrapped and put in a sequence and
loaded onto a truck to be shipped to the West Coast, for example.
There they are merged with pallets ordered and stocked in that outside
DC for a final load and delivery to the customer.

With pallets travelling that far and incurring additional handling, it is
vital that they be properly put together.  It is also critical for pallets to be
well marked and identified, according to DTI’s President.

Multi-Temperature Trucks
Dot operates its own fleet of trucks, including some 300 trailers and 475
dry vans and reefers.  The majority of volume is delivered in multi-tem-
perature trailers, with dividers or “units” that can segment one truck
trailer into three different temperature zones — frozen, refrigerated and
regular temperature for dry products.

The company handles 99 percent of outbound shipments with its own
fleet.  Eighty percent of inbound freight is primarily truckload quantities
and also moves in Dot’s fleet, although common carriers pick up 20 per-
cent of inbound shipments in certain geographic areas.

Most Dot customers receive a delivery every week.  The average lead -
time: a day and a half.

The minimum order is 5,000 pounds.
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Fast Moving Items
Dot stocks items at its spoke DCs based on volume and number of cus-
tomers.  All high volume, fast moving SKUs are found at these outside
DCs, most shipped in truckloads directly to them from the supplier’s 
producing plant.

Although Dot does not generally ship to customers from manufacturers’
plants, there are isolated cases where Dot picks up a special order —
say, mushrooms or juice — from a supplier plant and delivers it directly
to the distributor-customer, bypassing the warehouse.

Slow Moving SKUs
All slow moving items are stocked at the hub DC in Illinois.  The internal
transfers that occur twice weekly are in two separate segments:

• Internal Orders:  These are picked at the home office in Illinois, cross-
docked there, merged with other pallets and then delivered on the
outbound fleet.

• Stock Out:  Primarily a supplemental inventory for the DC stock items
coming out of the home office.  Dot always orders a minimum of one
layer of product for each item stocked — unless it is very perishable or
is requested by only one customer.

Numerous non-stock items are handled in the Dot system.  Their rule of
thumb:  three customers and a pallet per month to determine stocking
on a recurring volume.

Dot uses a planned item retrieval (PIR) rack system for slow movers at all
its locations.  The PIR system allows Dot to pick product from many dif-
ferent levels of rack, enhancing the ability to add stock items with limited
space. 

What to Order and When?
In addition to senior management at the Illinois facility, forecasting and
procurement decisions and strategies are overseen by three senior inven-
tory managers — one for the Eastern, one for the Central and one for the
Western United States.  A team of three to four buyers aids this internal
specialization in each of the three geographic regions.  Each of the
buyers in turn manages 20 to 30 product lines or vendor relationships.

 



PROFILES OF SUCCESSFUL PRACTICES AND LEADING PRACTITIONERS

70

Dot is in the midst of changing its software ordering system and updat-
ing its forecasting and ordering infrastructure.   However, the current
purchasing system operates off a suggested order quantity based on
built-in parameters, plus a three-year history of data.  This gives the
company the ability to profile an item according to its seasonality.  The
system then forecasts what Dot needs to order for a certain customer.

The Dot system calculates the “order-up-to” level, converting days to
cases in the following areas: review time plus overall lead time plus
safety stock.  The system then subtracts quantity on hand and inbound
orders, as well as customer orders, to arrive at the suggested order quan-
tity.  This suggested purchase order is manually reviewed and modified,
if necessary.

Lead Time
Dot currently stocks approximately 12,500 SKUs.  However, because
Dot offers to make available all items that a manufacturer produces as
part of its program, it must handle a large number of non-stocks with
very different lead times.

The company recently released a matrix for use by its sales personnel in
determining the appropriate lead time for customers who order non-
stock items for delivery.  These items are then combined with that cus-
tomer’s existing orders.

Also, because the company offers a manufacturer’s entire range of prod-
ucts, Dot generally picks up product at almost all suppliers once a
week, regardless of volume.

Dot carries lower safety stock on higher volume items.  The company
orders items in a minimum of pallet quantities to cut receiving costs on
all SKUs that move a minimum of one pallet every other week.

Two Major Customer Deliveries Weekly
Dot makes two major customer deliveries each week:

• Thursday Delivery:  Order by Tuesday noon, truck out on Wednesday,
deliver Thursday, usually limited to a 500-mile radius of that DC.

• Monday Delivery:  Order by Thursday noon, pick Thursday night,
deliver Monday, usually to customers more than 500 miles from that
DC.
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The orders are put into Dot’s AS/400 and are downloaded into an elec-
tronic routing package.  Once routed, the orders are sent back to the
AS/400 for load configurations.  The picking process can then begin at
the warehouse.

The next day, appointments are made with customers, drivers are
assigned, etc.  The planning process also includes managing Dot’s mas-
sive pool of equipment and arranging for possible backhaul shipments.

Coordinated Transportation
Dot currently does not share any transportation with other distributors or
manufacturers.  The company does, however, use a number of carriers
to handle inbound product out of certain regions of the country, and
some of that freight may come in multi-vendor consolidated shipments.

What Is in It for the Distributor?
Dot’s original venture into the redistribution concept was distributor-dri-
ven.  The larger distributors were looking for ways to manage their
inventories and to improve services that they received from manufactur-
ers.  To say nothing of being interested in dealing with only one entity —
one order, one invoice, one delivery and one network with which to
deal.

Now smaller distributors have joined the larger distributors in taking
advantage of Dot’s services to simplify their ordering and receiving and
to reduce inventory.  They are doing this by ordering in smaller quanti-
ties for more frequent deliveries, since they are not required to meet
individual supplier minimums.  

The majority of Dot customers get a delivery every other week, although
many get deliveries weekly.
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What Is in It for the Supplier?
In the past five years, the momentum has grown for manufacturers to
join the Dot customer ranks.  Dot spokesman Joe Tracy says manufactur-
ers are mainly looking for better ways to serve their smaller customer
segments.  Noting that most manufacturers already sell to more than
300 to 400 distributors, Mr. Tracy said that there were some 8,000 to
10,000 distributors across the country.  “Dot provides a tool for manu-
facturers to tap into that market as well as service it more effectively
than they could do on a direct basis,” he said.

The medium-sized and larger distributors in turn receive an improve-
ment in the quality of services, enhancing their own services to their
customers.

Technology Enablers
• EDI – Dot is currently using EDI with more than 100 trading partners,

predominately the 867 transaction set that reports sales to manufac-
turers.  The company does not do EDI with carriers — they fax or
telephone for appointments.

• ASN – Dot currently receives the advance ship notice/manifest trans-
action set from only two or three suppliers.  The company is actively
encouraging the use of ASNs among trading partners.  “Obviously
with ASNs we receive a lot of benefits, and we can pass this on to the
customer because every one wants shortage notification,” Mr. Tracy
said.  He added that in addition to shortage information, DOT uses
this information to update the purchase order process systems.  “It all
boils down to information managing inventory,” he said.

• Internet – In addition to being in the product flow business, Dot also
facilitates the flow of information between manufacturers and distrib-
utors.  On the Internet, Dot lists products available from Dot and its
manufacturers.  The company also is investigating ways it can accept
customer orders on-line.
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• Miscellaneous – Dot uses two AS/400 systems and approximately
nine different LAN servers.  The company uses CAPS logistics routing
primarily on outbound orders.  CADEC on-board computers are used
on Dot tractors.  The company currently is installing a warehouse
management system.  It uses hand-held units, radio frequency, an
automated locator and putaway system, e-mail and more.  Dot also
uses bar-code scanning and license plates (bar-coded) on every
inbound shipment.

Dedicated Drivers and Customer Service
Dot has a dedicated driver program for many customers that assigns a
specific driver to a specific account so that one driver is responsible for
a customer’s orders.  The company is currently experimenting with using
dedicated loaders to match up with the drivers so they can work togeth-
er to ensure a delivery is error free.  They are even thinking about taking
the dedicated worker idea to the order/picker level.
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Fort James Corporation

Top-management support and strong commitment from
partners help this paper products manufacturer in its
pilots in foodservice logistics.

Partnering to Remove One Supply Chain Step
Fort James recognized a year ago that a fast-mover strategy made sense
in its foodservice supply chain.

The Fort James Corporation — which boasts 30,000 employees in 65
manufacturing plants in the U.S., Canada and Europe making paper
products with brand names like Brawny, Northern and Dixie — con-
ducted a pilot study with one division of the top three U.S. food distrib-
utors on fast-movers/direct ship.  After the successful pilot, Director of
Distribution Louis (Lou) DeGeorge says Fort James now wants to partner
with other distributors in “charting new ground in this area.”

“We as manufacturers want to rely less and less on our distribution cen-
ters because it adds costs to the supply chain,” he noted.

The pilot tested supply chain efficiency techniques.  It investigated the
economic and logistical feasibility of taking out one step — the second
— in the current product supply chain that goes from manufacturing
plant, to manufacturer DC to distributor’s DC to the end customer.

Direct Shipments
Conceptually, direct shipment of fast movers sounds great, Mr.
DeGeorge said.  He pointed out, however, that not every product is a
candidate for direct ship.  In his company’s fast mover’s model, he said,
many criteria are considered.  Basically, if a distributor buys a two-week
supply of that item every week, that SKU is a prime choice for direct
ship.

Mr. DeGeorge cautioned, however:  “You don’t want to include incre-
mental inventory that the distributor has to carry — that’s no good for
the supply chain.  Nor do we want to increase total costs in the supply
chain.”  
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Industry experts say that bulky, heavy items that move rapidly are typi-
cally good candidates for direct shipments.  After some analysis and
study, however, the Fort James pilot participants discarded both cube
and size as a criteria for an SKU to be a candidate for product that might
move from a manufacturer’s production line straight to a distributor’s
warehouse.  The key, they decided, is velocity — how much of the prod-
uct you are moving to the distributor and how that compares with what
the distributor has to carry in inventory.

Slow vs. Fast Movers
Mr. DeGeorge said that if you separate the fastest movers and send
direct ship them, the rest of Fort James' items would probably slow
down in their turns because of an increase in inventory carrying costs
for the distributor.

He noted that that is one of the reasons why the decision to direct ship
certain products would affect other elements in the supply chain.  While
at first it would appear that direct ship involved less handling, less
freight, less storage expenses, less damage, etc., in the end it could raise
costs in other areas of the supply chain.

In the pilot, Mr. DeGeorge said, the distributor’s inventory carrying costs
did increase on these other items, but this negative was far offset by the
significant gains made by the fast movers in both turns and elimination
of supply chain costs.

He noted that the fast movers model is basically common sense com-
bined with readily available data and that anyone can easily use the
model.

Direct Ship to End Customer
Fort James looked at the possibilities of direct ship from manufacturing
locations to end operator,, and the company could not find an operator
to ship to in this fashion.  So the company decided to limit the pilot to
direct ship from plant to distributor warehouse.

Shared Warehousing/Shared Distribution
“Shared warehousing and shared distribution are outstanding concepts,”
Mr. DeGeorge said.  “We’ve been doing both in one of our third-party
warehouses on the West Coast for 20 years.  We didn’t call it shared 
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distribution or shared warehousing.  We call it a value-added program
that the third- party operator was providing for us.”

The key to shared warehousing and distribution — said this company
spokesman — is the third- party provider, which serves as a link
between different manufacturers and their common customer.  It is these
providers that are the conduits for matching all the varied products into
a full truckload drop at one end customer.

Currently, however, less than 1 percent of Fort James’ total business is
done in shared warehousing/shared distribution.

Bar Codes/ASNs
Fort James uses license plates to identify shipments and sends advance
ship notice/manifests (ASNs) to its large mass merchandise customers.

Company Hierarchy and Partner Commitment Required
“I truly believe that with some of these initiatives there is a lot of money
to be saved in the supply chain,” Mr. DeGeorge said.  “But it takes com-
pany resources up front if you want to drive non-value added costs out
of the supply chain.”

He noted that during the pilot, he was pulled out of his regular job to
devote three months to the pilot project.  Pointing out the strong support
the project had from top Fort James corporate management and the vig-
orous support it received from the pilot partner, he added that compa-
nies really must commit a great deal of staff time and money to these
pilots.  And many times it was uncertain whether the project would
prove to be worthwhile for the company.

When pilots can be publicized that quantify positive results in the areas
of the five initiatives found in the logistics optimization strategy, it will
be easier for companies to dedicate more resources in these areas, Mr.
DeGeorge said.



Nabisco, Inc.

A leading worldwide consumer goods manufacturers 
practices logistics optimization and pilots in leading 
distribution techniques.

Getting 8,000 Products to the Right Destinations Worldwide
Nabisco Inc. is a worldwide leader in the manufacturing of consumer
food products and makes eight of the top 10 cookies and crackers in the
U.S.  The $8.3 billion multinational company markets products in the
U.S., Canada and more than 85 countries around the world.  

In the U.S., the company has more than 2,300 SKUs from 100 different
source locations.  Each SKU flows into one of 12 full-line DC’s in order
to get the right product to the right customer at the right time.  For the
U.S. Foods Group (which includes retail and foodservice) brands include
A.1.Steak Sauce, Grey Poupon, Cream of Wheat, LifeSavers, Planters
peanuts and more.  (Nabisco’s other division, Nabisco Biscuit Company,
makes a wide variety of famous cookies and crackers.  That division is
covered in this profile only as it relates to foodservice cookies and crack-
ers, which are handled by U.S. Foods Group logistics.) 

Nabisco Revamps Logistics Early in 1990s; 
Creates New Shared Warehousing
Several years ago, after Nabisco found it had 22 contact points with any
given customer, the firm revamped its sales and logistics staffs to form
integrated customer teams.  The company developed its EDI program
and a vendor-managed inventory program that enabled it to decrease
inventory and execute continuous replenishment.

Deborah J. Lentz, Senior Director of Logistics Operations , said that early
in the 1990s, Nabisco began rethinking its logistics strategies.  In view of
the reduced order cycle times and lower levels of inventory, the compa-
ny decided that to keep or exceed then-current transportation efficien-
cies, it had to be able to consolidate its products with that of other 
manufacturers.
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“A little bit ahead of the game, we made the decision in 1992 to go to
100 percent third-party warehouse,” she said.  “We knew that if we were
to be truly more efficient, we had to marry up with other manufacturers
for truckload efficiencies where we were coming from the same destina-
tion — not necessarily the same building but the same proximity, hope-
fully the same campus and same third-party.”  

The company closed its four pride-and-joys — its only company-owned,
state-of-the-art distribution centers.  “We were very proud of those cen-
ters.  Closing them was painful, but it was the right thing to do in terms
of envisioning the future,” Ms. Lentz said.

The pressure to streamline and consolidate was also coming from
Nabisco’s distributors, who said that they could not afford the number of
trucks coming up to their limited dock space to unload the new more
frequent shipments.

Slow Movers/Coordinated Transportation/Cross Dock
Nabisco’s U.S. Foods Group has foodservice items alone that number
approximately 1,170 SKUs coming from more than 75 different locations
scattered around the nation.  The scope of the products and their sheer
numbers mean the company has quite a few slow movers.

Nabisco takes the multiple products — a great many in small lots com-
ing from co-packers who make one or two items for the company — and
consolidates them.  Instead of having a great many small lots coming
into the company’s 11 DCs that handle foodservice,  one full truckload
of product is taken from the source point directly to the central DC,
where it is cross docked and mixed with retail products going to the 11
DCs.  The outbound truck to the DCs is also a full truckload. 

This scenario combines slow-mover handling and consolidation, coordi-
nated transportation and cross docking initiatives.

Consolidation’s Many Faces
Nabisco has been an industry leader for years in various types of consoli-
dation programs.  Some of these include:

• Multi-Vendor Consolidationed Programs
The company has been one of the manufacturer-leaders of several
multi-vendor consolidation programs, such as the one outlined in the
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profiles with DSA and Retailer A.  (See profiles, pages 54 and 62.)
The company has waged an intense campaign to sell  multi-vendor
consolidation plans to customers.  “It has to be a planned effort that is
directed by all the parties involved — manufacturers, third-party, the
retailer/wholesaler,” said Ms. Lentz.  “We’ve been very aggressive
with this and have met with a lot of success… The advantage to the
manufacturer is truckload efficiencies.  The  benefit to retailers is that
it allows them to reduce their inventories very much on a just-in-time,
continuous replenishment type of concept at the same time taking
advantage of truckload efficiencies.”

• Consolidated Shipping
Consolidated shipping is putting together orders from various manu-
facturers that also are going to the same single customer.  The differ-
ence — and part of the problem — lies in the fact that it is not cus-
tomer-directed.  In reality, it frequently is trying to retro-fit varying
products all with different delivery dates into one truckload.  

Nabisco is exploring possibilities with manufacturers now on closer
coordination of shipments.  “Quite frankly, we are all plagued by this
same issue across the industry,” said Ms. Lentz.  

Third-Party Roles in Consolidation, Shared Warehousing
Nabisco is living proof that manufacturers involved in multi-vendor con-
solidation do not have to be coordinated through the same third-party.
The firm has one partnership now in which all the vendors do not have
the same third-party logistics provider.  However, the program is coordi-
nated by the customer.

The third party is the key, however, to certain shared warehousing pro-
jects in that they are the conduit to all the manufacturers.

The role of the third party is changing, said Ms. Lentz.  “Yes, they’ll
always be the transportation and the warehouse provider, but their future
holds so much more.  Their future is being the facilitator or conduit to
manufacturers doing joint ventures to boost supply chain efficiencies.  It
is easier and smarter to have a neutral third-party or more than one
third-party manage shared warehousing or coordinated transportation
joint projects.”

Increasingly, third-party logistics providers will be sought to perform
value-added services for the industry.  “They will be doing much more
innovative things, because, quite frankly, shared warehousing and con-
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solidation can be the third-party logistic provider’s core competency,”
said the Nabisco official.

“The role of third-party logistics providers needs to change and is going
to change,” said Ms. Lentz.  “I think that the visionary companies of
today will take their companies where they need to go.  If they just think
trucks and boxes sitting on warehouse floors, they’re not going to be
around in the next millennium.”

Plant Direct/Fast Movers
Ms. Lentz and Jeff Cowan, who serves as Nabisco’s Director of Customer
Logistics, said that approximately 3 percent of their total production is
shipped via plant direct.

Ms. Lentz pointed out that Grey Poupon and A.1.Steak Sauce are made
at the same plant.  However, all other plants produce only one product.
To be efficient, a distributor or operator would have to order a whole
truckload of one item, and that’s why fast mover/plant direct shipments
are at a minimum.

Individually wrapped small packages of Premium Saltine crackers moves
plant-direct to several foodservice customers, as do truckloads of
Planters peanuts to mass merchandisers.

Nickel-and-Dime vs. Economies-of-Scale
Are the possible savings from today’s direct ship and other logistics opti-
mization practices  “nickel and dime” changes in the industry, not fully
realized because no economies of scale exist?  

“In today’s environment, yes,” Mr. Cowan said.  He added that compa-
nies should focus on what is important now in terms of delivering effi-
ciencies, looking at lowest landed costs across the supply chain, and
start looking for base hits before they expect home runs.  He urged com-
panies to not spread themselves so thin that they try to be everything to
everybody.  Have a strategy in place, he said, that’s going to say exactly
what your company is all about and where it is going.  

Technology and Efficiency Enablers
Nabisco’s third-party warehouses (12 in all — 11 deal in foodservice)
are for the most part state-of-the-art with radio frequency, scanning,
computerized inventory that includes production dates and highly
sophisticated tracking mechanisms.  To support this, Nabisco believes
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bar codes are very important.  The company puts the SCC-14 bar code
on all its individual cases.  It uses license plates (SSCC-18) plus the
UCC/EAN-128 bar codes and symbologies on its pallets.

Nabisco and its third-party logistics providers use their own version of
the advance shipping notice (ASN) for internal purposes.  In the Nabisco
notice, the plant includes what is being sent to the DC; the DC makes
the delivery appointment with the carrier and that gets entered into the
system.  Based on that appointment, Nabisco’s inventory handlers plan
inventory on the outbound on a just-in-time basis.  The scenario also
goes into cross docking in that approximately 10 percent of the products
comprising the inbound truckload are literally picked off trucks, cross-
docked and immediately loaded on outbound trucks. 

“We try to time everything as closely as possible and still maintain effi-
ciencies for our DCs,” Ms. Lentz said.

Most of Nabisco’s logistics partners have the capacity to use ASNs on
some outbound shipments.  Ms. Lentz said Nabisco is committed to
ASNs and to electronic data interchange (EDI). 

She added that today’s foodservice companies, through EFR and its new
types of partnering, have a marvelous opportunity to systematize the
entire purchase-order-through-payment processes.  “This means you can
receive the order electronically; you can invoice an order electronically;
you use all the electronic warehousing techniques to locate, ship and
pick orders.  Our third-parties can send an ASN to our customers about
the delivery.  You can receive and upload into customer service systems
electronic information from the carriers on the delivery.  In the future,
manufacturers will not have to send invoices.  They will be paid based
on what was received on the ASN.  And, of course, the company will be
paid via electronic funds transfer (EFT).”

Pointing out that freight is normally counted approximately five times,
Ms. Lentz said one of the greatest efficiency moves in the industry will
be eliminating invoices altogether, getting rid of all the counting at the
receivers’ docks, and having all companies pay off the ASN.  “We have a
great deal of work to do before we can get there,” she said.   

Collaborative Forecasting
In mid-1998, Nabisco, Wegmans Food Markets, Inc., and several other
manufacturers began pilot testing collaborative planning, forecasting and
replenishment (CPFR).  The product involved in the test:  Planters
peanuts.
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The key to CPFR success is relatively simple:  Take the disparate forecasts
on a product from the manufacturer, distributor and retailers involved and
integrate these forecasts into one agreed-upon business plan.

This plan — according to Nabisco’s former Vice President of Customer
Marketing Joseph Andraski — heralds a huge change in the way the
industry does business.

The technology framework for the Nabisco-Wegmans pilot is the recently
ratified Voluntary Inter-industry Commerce Standards Association draft
CPFR standards.  The pilot is a live application of an Internet-based com-
mon visibility network.

“Collaborative forecasting focuses on matching demand with supply and
has huge implications from a service aspect to our customers, and also
from a production standpoint for the manufacturer,” said Ms. Lentz.  

“There is a great deal of inventory throughout the system being used as
band aids because of variances in forecasts.  The average forecast accura-
cy in the grocery industry is somewhere in the 50 percent range on the
SKU/DC level, so the manufacturer has lots of safety stock in its ware-
house to cover stock-outs.  The distributor has lots of safety stock at its
warehouse, and the store has several days of inventory in the back room
to guard against stock-outs.  The same is true in foodservice.  If we knew
exactly — or close to exactly — what we needed, we could get rid of all
those band aids throughout the foodservice supply chain.

“This initiative can have a powerful impact on the retail side, and will on
the foodservice side as well.  But lots of work has to happen first in both
industries.  First, store-level or operator-level forecasting is needed.  How
do you keep track of all that?  You will need standard product identifica-
tion and bar codes and accurate scanning procedures.  You need comput-
er-assisted ordering or forecasting at the store-level in retail.  In foodser-
vice, you need a perpetual type of inventory system and bar code scan-
ning at the operator level.  Bar codes are the base point, and we have a
long way to go to implement this throughout the foodservice industry.
Then you will need the technology that will aggregate the information
back up the supply chain.  Most importantly, you must have true collabo-
rative alliances among those partners.  Even in the grocery industry, this is
not totally happening yet, and it certainly is farther in the future for food-
service.”

The two Nabisco officials said that before CPFR can happen in foodser-
vice, a great deal of change is necessary.
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AmeriServe Food Distribution, Inc.

One of America’s largest full-service distributors practices
leading-edge logistics and moves more than a half mil-
lion shipments a year — more than 10 billion pounds of
product outbound to its clients. 

Logistics Support for More Than 38,000 North American
Restaurants
AmeriServe Food Distribution, Inc., was created by recent mergers of
three companies into a $9.4 billion company serving some 38,000
restaurants in the U.S., Canada and Mexico.

Corporate headquarters are in Dallas with certain functions handled out
of its Coral Gables, Florida, offices.  The Oakbrook, Illinois, center is
AmeriServe’s procurement/logistics center.

This full-service distributor moves a half- million shipments, or 10 billion
pounds of freight, a year and has made a huge investment in human and
technological resources.

John Gainor, AmeriServe President, Purchasing and Logistics, said his
company provides logistical services not only for its internal chain
restaurant customers but also for contract logistics customers, including
many of its vendors that ship in less than truckload quantities.  These
shipments are handled in a variety of ways through the firm’s two wholly
owned transportation subsidiaries and its redistribution network.

Consolidation Program
With its internal distribution and restaurant chain customers — like
Darden Restaurants Inc. — AmeriServe offers a nationwide consolidation
program.  The consolidation program is two-pronged:

• Normal LTL freight destined for a DC that would normally be handled
by a freight consolidator is combined into its coordinated transporta-
tion program.

Profile Number 8
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• Slow movers are consigned into a redistribution point.  AmeriServe’s
DCs order and pull inventory out of this redistribution location.  The
underlying economics of slow movers relies on the density provided
by ordering full truckloads into a central point vs. LTL shipments to
each center.

Today AmeriServe operates two redistribution centers, with three more
regional openings scheduled, offering a combination of services:  (1)
Normal LTL moving through its freight consolidation system.  This ser-
vice is especially important for its casual dining items.  (2) Redistribution
centers for slow movers, certain promotional items and small wares,
such as spices and uniforms.

AmeriServe’s redistribution centers are part of a subsidiary that also sup-
plies independent distributors with certain branded products and its own
private-label line of products.

Shared Warehousing and Coordinated Transportation
The company has numerous partnerships in the logistics area with ven-
dors, especially in shared transportation.  “Today in our consolidation
programs, we are incorporating the advantages of shared transportation,”
said Mr. Gainor.

In fact, AmeriServe has several partnership programs with large vendors
“where we examine the entire supply chain, to optimize logistics.  We
have become, in effect, our partners’ dedicated arm for transportation
and logistical services.”

“Our business is about volume.  If we can increase volume with our
core restaurant accounts, plus any additional contract business we bring
in, it gives us better equipment utilization and better leverage in negotia-
tions with our carriers.  This results in lower costs that can be shared
with the supply chain participants.”

He said the company’s contract business was a plus to its regular restau-
rant chain clients, since it gives them more leverage in every aspect of
their business.  Restaurants do not want to build logistics infrastructures,
he said, noting that foodservice — not logistics — is their primary focus.

“The key is to look at the entire supply chain.” Mr. Gainor said.  “It takes
the cooperation of all parties.  Things are slow getting started because
people are afraid to give up control.  We need to look at each different
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segment of the supply chain to see who can operate that segment best,
and then turn it over to them.  That’s the hardest part.”

Distributor Liaison
Mr. Gainor said there are many different ways distributors themselves
can work together, especially in initiatives such as shared transportation.
He added that AmeriServe is like any other carrier, and in almost all
cases contracts directly with its vendors.

He also noted that many fragmented foodservice distributors are totally
decentralized.  He said that although AmeriServe makes decisions at the
local level, its logistics roll up to a central point with visibility throughout
the entire system.  This increases AmeriServe’s leverage and national
capabilities.  

Menu of Services
AmeriServe offers many different levels of service: internal freight man-
agement, LTL consolidation and slow mover consolidation services to its
own accounts or anyone else in the market.  It also offers pure trans-
portation services, including cross docking.  

The company gets involved with the movement of product even before
product arrives.  One such case is with partner Darden Restaurants and
its huge logistical challenges with seafood.  AmeriServe supports the
entire supply chain by helping Darden to stock seafood from the far
reaches of the globe.  (See Profile Number 9 for a synopsis of the
Darden-ProSource partnership in successful logistics.)

Overlooked Opportunity: Backhaul
“The cheapest means of available transportation is the truck after it deliv-
ers to a customer and the ability to put freight on it to bring back,” the
AmeriServe official said.  “Backhaul is the greatest thing any of us can do
to lower our total logistics costs.”

The key to harnessing the full potential of backhaul, he noted, is partner-
ing with vendors.  “Many vendors don’t have the expertise in logistics,
and if we can help them find a competitive advantage, they’ll work with
us,” he said.
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Logistics Separated
The relationship between procurement and logistics personnel is key,
according to Mr. Gainor.  In the case of AmeriServe, purchasing, logistics
and redistribution are under a common management team.  AmeriServe
is focused on the total landed cost of product, including freight and other
logistics expenses.

Vendors also should consider managing logistics functions independently
of their production functions, Mr. Gainor said.  Changes in the food busi-
ness, combined with new competitive pressures and more exacting stan-
dards in logistics expertise as a separate business strategy, are causing
numerous companies to reexamine how they handle their own product
distribution.

Systems Technology
AmeriServe is heavily invested in technology.  All its transactions are
automated, including the use of EDI, EFT and operational support sys-
tems such as Manugistics, MTP and Qualcomm Inc.’s OmniTracs, for
example.  

People, technology and an efficient infrastructure are the keys to
AmeriServe’s future success in providing logistical services that add value
to customers.
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Darden Restaurants Inc. & 
ProSource Specialty Group 
of AmeriServe

An almost quarter-century alliance between one of
America’s largest restaurant chains and its main distribu-
tor reaps performance and profits for both.

New Breed of Partnerships
The alliance between one of America’s largest restaurant chains, Darden
Restaurants Inc., and ProSource, the Specialty Group of AmeriServe Food
Distribution, Inc., is an example of the new generation of partnering that
is a cornerstone of the EFR initiatives.

Darden — owner of 1,150 restaurants  with sales totaling $3.3 billion a
year and whose primary brands are Red Lobster and Olive Garden —
has had a strong working relationship with ProSource, a partnership that
has lasted almost 25 years.  A great deal of information is shared
between the two firms, which operate on a firm foundation of trust and 
creditability. 

It is more than that, however.  “The key is that there has to be value cre-
ated for any party in a relationship,” said AmeriServe’s President for
Purchasing and Logistics John Gainor.  “If we are creating value, then we
both win, and it is to our advantage to invest the time and resources in
the partnership.  There is a lot of give and take.”

This is a partnership that works not only in moving product from point A
to point B but also in sharing ideas, innovations and information on how
to make the entire process more efficient and more profitable for both.

John Murphy, formerly Vice President for Darden Distribution and now
Senior Vice President of Finance for Bahama Breeze (a new Darden con-
cept restaurant) said:  “Going back to the beginning of our relationship, it
just was not viable for us to self-distribute.  That’s what we were doing in
the 1970s.  We were running our own trucks.”

Profile Number 9
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He added that working with ProSource gave Darden the economies of
scale and the logistics expertise it needed.  This also left Darden free to
do what it does best — run restaurants.

John Gainor agrees that as ProSource/AmeriServe grows, it is able to
offer more services and bottom-line value to Darden.  “Critical in our
business is density — density of volume going into a restaurant and den-
sity of multiple restaurant concepts combined to create efficiencies and
consolidation of SKUs,” he said.  “The entire business is about increasing
density because density drives costs down and creates value for our cus-
tomers.” 

Slow Movers and Consolidation
The Darden-ProSource partnership capitalizes on several of the EFR
logistics optimization initiatives, including slow movers and shared 
distribution.

AmeriServe and ProSource are in the process of expanding their redistri-
bution network into regional centers in the Southeast, Southwest and
West, having opened three of the four centers in 1999.  They are consoli-
dating Darden’s and other’s slow movers in several Midwest redistribu-
tion centers.  

Cross-docking facilities and services are offered in conjunction with
AmeriServe’s logistics group and its LTL consolidation program.

Darden also has its own internal slow-mover operation — one of the
largest small wares distribution centers in America, carrying items restau-
rants may need only once a month, such as glasses, china and eating
utensils.  These are the only items that Darden distributes to itself, and
the firm uses third-party carriers to do so.

Shared Distribution
ProSource and Darden currently work together on numerous value-
added logistics projects.  Specifically, they have developed a process for
the purchase and distribution of non-seafood products directly from Asia.  

The first use of this process was the purchase of vinyl gloves.  This suc-
cessful project eliminated the middleman, saved Darden the supplier’s
profit margin and provided ProSource with additional administrative and
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transportation revenues.  This project is the subject of a pilot, which will
be detailed in an upcoming Logistics Optimization Committee 
publication.

ProSource provides Darden with all its non-perishable commodity and
seafood products once or to twice each week.  Darden receives bread,
liquor, produce, fresh fish and live lobsters through other distribution
sources.

High-Volume Seafood
One of the partnership’s highest visibility and largest volume logistics
projects is the distribution of frozen seafood.

Darden purchases and holds large inventories of frozen seafood (at times
from $150 million to $180 million of inventory.) due to pricing and
availability issues.  The company buys in 30 countries, mainly in
Southeast Asia and South America. 

On a weekly basis, the inventory is purchased and transported by
ProSource to each of its distribution centers.  It is then re-sold to individ-
ual Darden restaurants as ordered.

The reason for the complex relationship is that Darden finds the importa-
tion, storage and financing of large quantities of seafood both physically
and financially demanding.  Selling the product to ProSource and re-
buying it, according to Mr. Murphy, “clarifies each transaction and
allows for more thorough analysis.”

Technology Enablers
A tremendous amount of work was done in the past two years to clean
up the information flow between these two partners.  The partners 
currently:

• Use EDI transactions for all purchasing.

• Use electronic funds transfer (EFT) for payment.

• Recently implemented a database system that maintains and updates
product information and prices.
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• Do not use advance ship notices/manifest (ASNs).  However, Pro-
Source in rolling out its new facilities and new systems will have the
capability to use full bar-code technology, complete EDI suites, ASNs
and an interface to third-party carrier communication systems.

AmeriServe is currently taking advantage of many technological
advances and is investing in a complete rollout of new operating systems
to ensure Y2K compliance and to support electronic commerce.

Food Safety Recall Technologies
Ellen Guse, Darden’s Manager of Logistics Services, said that the foodser-
vice supply chain must implement the technologies necessary to be able
to trace and recall food products.

In light of the increase in food safety crises in recent years, she said:  “It
is going to be a requirement that anyone who does business with Darden
has recall and trace capabilities.”

Measuring Performance
Mr. Murphy said Darden evaluates relationships and performance 
mainly by:

• Perfect order.  (the primary criterion.)

• Cases-filled percentages.  (cases supplied divided by cases ordered.)

• On-time delivery.  (arrival at the restaurant plus or minus one hour
from scheduled time.)

Other evaluations are financial and contractual, including a measure of
ProSource’s ability to produce logistical savings.

Value Creation
Not only is value created between the two partners in this logistical
alliance, but the end customer — the American consumer — also benefits.

“The only thing that drives customers into our restaurants is the per-
ceived value for the meal they get,” said Ms. Guse.  “The fact that effec-
tive distribution takes cost out of that meal allows us to give the cus-
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tomer a much better value for his or her money.”

She added that Darden has racked up substantial savings on transporta-
tion by managing its supply chain more efficiently.  This gets passed
along to the end customer in the form of more value for less money. 

Darden recently held a nationwide crab promotion in cooperation with
ProSource.  “It is 100 percent valid to say that our very successful, very
profitable crab promotion could not have been accomplished without
the logistical support of ProSource.  It just would not have been possi-
ble,” said Darden’s Mr. Murphy.  He noted that the company’s CEO even
mentioned distribution in a meeting to thank employees involved in the
crab promotion — praise indeed for logistics, which until very recently
was considered strictly a cost center to most businesses.

Future Prospects
This distributor and restaurant chain have numerous plans for their part-
nership in the new millennium.  They plan to:

• Expand on how slow-movers, promotional items and redistribution
items are handled.

• Install more technological advances, particularly around bar coding.

• Launch more initiatives like the shared distribution and importation of
vinyl gloves from Asia.

• Look beyond the immediate and seek in the future to install automat-
ed replenishment, where ProSource would ensure that the shelves and
refrigerators of Darden’s restaurants were always full without Darden
doing the necessary ordering, receiving, etc. — vendor-managed
inventory taken to the next level.

“The vision is that we will take point-of-sale data to seamlessly replenish
the restaurant while providing information back up the supply chain to
the manufacturers, creating  visibility for all parties involved in the trans-
action,” said Mr. Gainor.
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Profile Number 10 Long John Silver’s

America’s largest quick-service seafood chain with 1,300
restaurants in the U.S., Singapore and Thailand partners
with its dedicated distributor, AmeriServe Food
Distribution, Inc., in a successful alliance of purchasing
and logistics.

Partnership Key to Minimizing Costs and Complexity
Long John Silver’s (LJS) is another example of a successful partnership
with AmeriServe, and how their collaborative efforts have built value for
both firms by minimizing costs and complexity and maximizing profits
and performance.

Long John Silver’s Fish ‘n’ Chips opened in 1969 and is headquartered in
Lexington, Kentucky.  Today the company buys and distributes more than
30 million pounds of fish and 15 million pounds of chicken, plus addi-
tional foodstuffs, annually to serve approximately 4.6 million guests per
week systemwide.  Some 500 of the 1,300 stores are franchised.  The
company employs more than 14,000 people.  The fast food restaurant
features seafood gathered in peak seasons from around the world.

ProSource, Inc. — now part of AmeriServe — has been Long John
Silver’s dedicated distributor for several years.  AmeriServe’s services
include standard distribution functions as well as functioning as a 
purchasing agent for LJS proprietary food items.

Slow Mover Consolidation and Cross Docking
Long John Silver’s 1,300 restaurants currently are serviced out of nine
DCs, all of which hold a complete LJS inventory.

The partnership between LJS and AmeriServe does not include slow-
mover consolidation.  This is one example of how slow movers can be
managed, since the companies have found value in eliminating slow
moving products altogether.
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AmeriServe can supply cross- docking services to support its customer
base.  For example, a group of restaurants in New York is not large
enough to warrant AmeriServe’s stocking their inventory in its New York
DC.  Items for these stores are ordered out of the Fredericksburg,
Virginia, center, loaded on trucks there and cross-docked in the distribu-
tor’s New York DC before going out to the individual restaurants.

LJS’s Vice President of Procurement Services Rick Jenkins said that offi-
cials may decide that AmeriServe’s Denver facility need not stock a com-
plete inventory for the few restaurants in the area.  In this case,
AmeriServe may supply these establishments with lower-volume product
by shipping small quantities of inventory from its Texas or Kansas 
centers.

Because of AmeriServe’s broad customer base, some product (i.e., pack-
aging goods) orders can be combined from one vendor to create full
truckload deliveries into the DCs.

Fast Moving French Fries
One high-volume product for Long John Silver’s is French fries.  This fast
mover comes into AmeriServe’s DCs in full truckloads.

Overview of Long John Silver’s-AmeriServe’s
Purchasing and Distribution — Transaction Flow

• AmeriServe is the dedicated distributor for food and packaged goods.

• Products are classified as common or proprietary LJS items.

n Proprietary items are contracted with vendors by LJS procurement.

n Common items are stock AmeriServe purchases from vendors.

• AmeriServe issues purchase order to vendor as an agent for LJS propri-
etary items and AmeriServe common items.

• Long John Silver’s restaurants place orders to AmeriServe.

n Company-owned facilities use EDI.

n Most franchise restaurants use telephone to order.
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• The order/delivery cycle averages 48 hours.

• Company restaurants key invoice into computer at their restaurants.

n Updates inventory files.

n Accounts payable input.

• Long John Silver’s captures all data from restaurants during nightly
data transmissions.

• AmeriServe invoices are deposited into accounts payable system for
processing.

• Long John Silver’s wires funds daily to AmeriServe for invoice
payments.

New Initiatives
Long John Silver’s and AmeriServe have implemented an automatic
ordering system with forecasting features, including electronic invoicing
and electronic credit claims.  They also are discussing the possibility of
including some equipment and small wares in this program.
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FoodService Purchasing Cooperative 
& Caliber Logistics, Inc.

A three-year partnership between a large foodservice pur-
chasing co-op and a major third-party logistics provider
saves $204,000 annually on one food item alone and
proves that coordinated transportation really works.

Moving Product Costs Industry 6-10 Percent of Bottom Line
Tony McGee is Logistics Manager of the Louisville-based FoodService
Purchasing Cooperative (FPC), which buys and distributes food, paper
and equipment items for three of the nation’s largest fast-food restaurant
chains.

His comment on the current state of foodservice logistics, gained from
years of experience:  “The light went on a few years ago in the food
business with a lot of companies.  Suddenly, they are saying: ‘Hey, 6 to
10 percent of my cost of goods sold is spent getting product from point A
to point B.’  

“Before this realization, there was a perception that transportation was
simply a cost of doing business.  Our industry never focused attention on
it.  If we have something that is hitting us with 6 to 10 percent of our
cost of goods, we need to control and reduce it.”

And reduce it they did.
Six years ago when Mr. McGee joined the co-op, the company had paid
more than 900 different carriers the previous year, had no tracing capa-
bilities and serviced 1,600 vendors worldwide.  “We were drowning in
paper and inefficiencies,” he said.

Deciding to outsource rather than invest in the systems and the person-
nel to handle the logistics themselves, the co-op selected Roadway
Logistics Systems, which became Caliber Logistics, Inc., in 1996.  

Profile Number 11
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Today Mr. McGee supports the $700-million purchasing cooperative and
its entire logistics functions with only himself and one assistant — and
Caliber, of course.

Caliber:  Award-Winning Logistics Provider
Caliber was founded in 1989 and is a subsidiary of FDX Corp., a holding
company that owns Federal Express Corp. among other companies.
Caliber annually makes more than 3 million shipments via 500 varied
carriers, employs more than 4,400 people and manages more than $20
billion worth of goods in nationwide contract warehouse facilities.

Headquartered in Hudson, Ohio, Caliber’s Robert Nicholson serves as
Vice President of Transportation Management, and Ian Wright is Vice
President for Strategic Development.

Today, outsourcing is playing a more strategic role in many foodservice
companies.  Caliber is one of the third-party logistics providers that is
part of this trend to outsource trucking and warehousing.

Companies that once ran fleets of trucks and warehouses now are logis-
tics providers and supply chain managers, creating and executing entire
solutions for getting product where it needs to be at the lowest possible
cost and perhaps with value-added services like packaging and shipping
unit customization.

Consolidation and Shared Distribution
The FPC-Caliber partnership focuses on product consolidation (although
it is not restricted to slow movers) and a shared distribution, pickup,
drop-off program.  Caliber uses a consolidation load planning center and
a unique software program that enables it to consolidate shipments from
FPC along with other customers into truckloads.

“The key is that we have complete visibility of information,” said
Caliber’s Bob Nicholson, pointing out that the firm’s centralized routing
center allows a total view of its shipments throughout the entire supply
chain.  They can see who is shipping what, where and when, so that
shipments may be “married” into truckloads for cost savings for clients.

The Caliber consolidation center is not just a DC.  It is more of a load-
planning center.  According to Mr. Wright, the real capability of the con-
solidation center begins in the planning phase.  Caliber may coordinate
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the movement of freight through its multiple shipments into a multi-stop
truckload bound for the same general location.  

For example, Caliber saves its customers money by consolidating a
multi-vendor truckload of product — all bound for Atlanta from
Baltimore — that makes stops at two or three places dropping off 
product. 

Caliber’s system of multi-vendor transportation depends less on stacks of
product in warehouses and more on a dynamic type of movement
tracked by electronic systems that allows the firm to pick up and drop off
rather than load and unload at one site.  For example, it cross docks for
one large Northeastern customer in an outsourced facility in Harrisburg,
Pennsylvania, to break shipments up before line-hauling the freight to
varied Midwest locations.

Although trucking — not warehousing — is its forte, Caliber does have 6
million square feet of warehouse space across the U.S. — a great deal of
it dedicated to a specific customer.  However, it has shared warehouses
and other facilities where it can hold freight. 

FPC’s Process Flow
The primary products that Caliber handles for FPC are equipment and
dry goods.  They currently are assessing the opportunity for refrigerated
foods.

Following is an outline of the FPC-Caliber order process:

• An order is received at FPC via EDI.

• FPC customer service validates order accuracy.

• FPC electronically transmits the order to the appropriate supplier, and
Caliber gets a copy of the purchase order number via EDI.  The order
alerts the vendor to call Caliber with shipment details, but Caliber can
also call the vendor and lock in number of pieces, weight and time of
shipment.

• Caliber maintains the information and records in its own system.

• On the date of shipment, Caliber sends the freight costs to FPC (via
EDI), and at the same time gives the order to the carrier via telephone.
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• FPC matches the purchase order number with Caliber’s freight costs.
This allows FPC to send out one invoice to the customer that includes
the freight bill and the cost of goods.

“Before we partnered with Caliber, we had a 22 percent average for
matching freight bills with original invoices so we could invoice our cus-
tomer — it was a nightmare,” FPC’s McGee said.  “Today, with Caliber
communicating via EDI, we consistently have a match rate of between
96 and 98 percent.”

Caliber Rule for Coordinated Transportation/Shared
Distribution
To consolidate products from multiple vendors into full truckloads,
Caliber must have critical mass of a variety of products.  How does it
handle the competitive issues and build the diverse product line consoli-
dation necessitates?  How does it manage the different companies’ prod-
uct specifications when some products weight out while others cube
out?

“Our biggest issue is to be fair to everyone,” said Mr. Nicholson.  “The
company’s rule of thumb: Do not consolidate a shipment unless every-
one involved in that shipment benefits.”

After trying several avenues — like weight and mileage — on how to fig-
ure charges in multi-vendor shipments, the company called in its cus-
tomer advisory board and came up with the following formula: starting
with the total truckload freight cost, Caliber figures the benefits for each
participating vendor based on their portion of the load.  The share of sav-
ings are based on what the bill would have been LTL.  For example:

• Company A would have paid $500 to ship LTL to Atlanta.

• Company B would have paid $1,000 to ship LTL to Atlanta.

• Their un-consolidated, LTL shipment costs would have totaled $1,500.

• The Caliber-consolidated cost is $900, or a total saving for both parties
of $600.

• Company A, which would have paid $500, or one-third of the bill,
has a new cost of $300 (one-third of $900).  Company B would have
paid two-thirds of the original cost, and thus now will pay $600.

• Thus, Company A saves $200 and Company B saves $400.
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Benefits and Measures
Efficiencies from coordinated transportation and shared distribution are
numerous.  Vendors and operators benefit from lower truckload freight
rates.  FPC reports that the process benefits include knowing exactly
where its products are at all times and forecasting the inventory more
accurately based on the reliability of the shipments. 

Customers benefit from full truckload coordinated transportation, and
everyone benefits from less handling of product shipments and faster
transit times. 

“The key is consistency — if companies can plan on reliability of ship-
ments, then they can lower their inventories,” said Mr. Nicholson.  On-
time service ratings range from 98 to 99 percent.

As a result, the number of emergency or expedited shipments sent to
cover delayed shipments has been cut drastically.

Systems Support
Of vital use to FPC and its vendors and distributors is the 800 number
operated by Caliber that provides scheduled deliveries and other infor-
mation.  Additionally, non-EDI-capable customers and carriers can find
the same information on Caliber’s Web site.  They can also send and
receive information electronically over the Internet. 

Most vendor orders generated by FPC are transmitted via EDI, and both
partners conduct the main part of their communication through EDI,
with an occasional phone call. 

Caliber’s software system allows it to view all supply chain activities and
to assemble the information into formats that make decision-making and
load-planning easier.  This centralized traffic management service oper-
ates over the entire supply chain both in the U.S. and in Europe.

Future:  A New Mindset
“Many people still have the mindset about logistics of ‘What’s the big
deal?  Call a guy with a truck and he’ll take this stuff down the road and
deliver it.’  That doesn’t work anymore,” said FPC’s Mr. McGee.  In
today’s increasingly complex, fast-moving and changing foodservice
business, he said a company needs to think not of a guy in a truck but of
a logistics management operation that can create and deliver real world
supply chain solutions and savings.
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Caliber does more than process deliveries and store product.  “We look
for opportunities to provide value-added services, not just product stor-
age,” Mr. Wright said.  Value-added services in foodservice include pack-
aging, reconfiguration of items or “kitting” — the repackaging or merging
of different but related products into a new package, (e.g., placing
instruction manuals into boxes of FPC equipment for its restaurant
chains.)

"One of the things companies like Caliber are doing is creating efficien-
cies across multiple partners in the supply chain," Mr. Wright said.
"What drives our business today is our ability to coordinate complex
logistics decisions and processes.  We take the flow of information and
match it with the optimum flow of products throughout the supply
chain.”
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Gordon Food Service

A regional distributor is active in some of the EFR initia-
tives. It is an industry leader, however, in bar coding and
scanning, which is the focus of this company profile.

Begin with the Basics
A leader in technologies, especially those related to tracking product,
Gordon Food Service believes in beginning with the basics.

An official for this distributor said that the basic technical infrastructure
must be in place in 21st century foodservice companies if true success
and savings are to be realized.  

A good starting point: voluntary standard product identification — a cor-
nerstone of the EFR initiatives.

As companies put together the nuts and bolts of product flow, they must
not overlook the basic need for the accompanying information flow that
provides the communication framework for the logistics process.

Bar Codes Part of Glue Holding Supply Chain Together
Bar codes, scanning and EDI are the glue that holds the products flowing
in the foodservice supply chain together.  Gordon Food Service leads in
bar coding and scanning but has not yet implemented EDI.

The distributor has been working on bar coding for more than a decade.
The company has a full-time employee/expert dedicated to improving
internal bar coding and scanner standards and to increasing implementa-
tion by vendors from the case down to the item level.

Receives 80 Percent Readable Bar Codes 
The in-house bar-coding expert visits vendors throughout the industry to
consult with them on their bar codes and bar-coding equipment, and
such intensive efforts are paying off.  Today Gordon receives approxi-
mately 80 percent readable bar codes from its vendors.
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The company mainly receives the shipping container code from vendors
— the SCC-14 or the UCC/EAN-128.

Gordon Food Service scans the bar code when it hits the inbound dock
and immediately adds its own bar-coded label to the pallet.

Reaps Tangible Benefits
What are some of the tangible benefits from this effort?  

For Gordon, there are several:

• First, receiving errors have been reduced.  When merchandise has a
scannable bar code, Gordon scans a case on an inbound pallet and
compares it with its own, internal bar-coded pallet tag to ensure that it
is the same.

• Second, warehouse shortages are extremely low.  This is the result of
the computer’s ability to store information from the pallet tag along
with the rack location.  Pallets are not misplaced or lost in overstock.

• Third, obsolescence is down due to the strict adherence to first-in, first-
out rules of replenishment made possible once the computer knows
the received date of every pallet in the system.

Bar Coding Valuable in Dealing with Variable Weights
Gordon’s Director of Corporate Development Jeff Clark, who also serves
as Co-Chair of the Logistics Optimization Committee, said that 15 per-
cent of his company’s business is in variable weight products, especially
perishables.  

Scanning a bar-coded variable weight package gives the company a
giant advantage over the old system of selecting a case, keying in or writ-
ing down the weight, and going into the office at some later point to
enter it into the system in a batch mode.  

Errors and costs now are greatly reduced due to scanning of the bar-
coded weight and the real-time transmission of this information.
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Industry Faces Long Journey to Bar Coding Proficiency
“As is true of most initiatives that have payback, this is not a technology
that can be deployed today without effort,” Mr. Clark said.  “The industry
seems to be improving, but hurdles still must be overcome in pursuit of
the dream of 100-percent labeled and scannable inventory.”

Mr. Clark noted that his company’s full-time bar code “guru” and its
inventory control department often encounter the following difficulties:

• Poor print quality on incoming manufacturer bar codes.

• Vendors’ use of non-standard formats.

• Improper calculations on check digits.

• Inconsistent quality.

• Inconsistent efforts — one vendor’s load is labeled, the next shipment
from the same vendor is not.

• Improper use of the Universal Product Code (U.P.C.) as a Shipping
Container Code (SCC-14).

• Scarcity of distributors and operators using the technology, thereby
reducing the manufacturers’ sense of urgency in implementation.
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Profile Number 13 Distributor XYZ

A large limited-line distribution company with a special
niche and narrow focus has unique product flow from
other industry firms.

A Unique Mesh of Technology and Innovation
This limited-line distribution company began as a supplier for its own
company’s line of  restaurants and other interests.  Today, it still handles
procurement and the distribution of products for its own company's
facilities although 55 percent of its business now is from external 
customers.

The company’s unique mesh of technology and innovation has made it
one of the top logistics companies nationwide with approximately $1.5
billion in sales annually.

Distributor XYZ has 13 company-owned DCs nationwide, plus it also
buys distribution from multiple sources.

The company’s extended client base is large systems foodservice compa-
nies, mainly large chain restaurants with well defined, fixed menus that
do not change across geographic areas.   One characteristic is that a
small number of items in these restaurants do a large volume of business.

Delivering ‘Fast Movers’ Five Days a Week
Since the company-owned businesses serviced by Distributor XYZ are
almost always located on very expensive real estate in prime metropoli-
tan areas, little or no storage is built into these establishments.  The dis-
tributor locates its DCs in nearby rural areas and delivers five days a
week to the operator locations.

No direct ship is made from manufacturers due to this same lack of stor-
age space in the lodgings and eateries.    

Distributor XYZ operates its frequent, just-in-time deliveries of food, bev-
erages and disposable supplies when servicing its foodservice customers.
A company spokesman noted: “The mentality of what we sell is one-stop
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shopping.  We make five deliveries a week to you, and that’s the only
five trucks that back up to your loading zone:  one invoice, one time to
receive, one security problem at the backdoor, limited shrink.

“This also means no buyers are making decisions at the local property.
They only manage inventory there.  It allows for standardization and
control.”

Standardization and Uniformity
This organization’s distribution centers across the nation have a common
management system through all places of operation.

These uniform management systems and aligned electronic systems
allow the company to deliver a consistency that customers have come to
expect.  “Uniformity of our system ultimately breeds higher customer sat-
isfaction and simplicity,” noted the spokesman.

Decision on Slow Movers
When servicing full-line foodservice customers or lodging operations, the
firm acts as a systems distributor and delivers all fast movers.  The DC
stocks 2,500 to 3,000 of these fast movers, and they outsource the rest of
the roughly 80 percent of items that drive about 20 percent of the total
sales volume.  These slow moving items are delivered from an alternative
source, on average two days a week.

Top corporate management made the decision around slow-moving
items.  By using shared distribution/coordinated transportation, they
decided that it made economic sense to partner with third-party
providers to handle their slow movers.

Procurement: A Meat Scenario
Eighty-five percent of orders are electronic, coming in on five inbound
systems.  “We don’t want procurement at the property level — can you
imagine the nightmare of having a procurement person at fast food
restaurants where uniformity is key to the success of the enterprise?”
asked XYZ’s procurement official.
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As an example of how XYZ procurement works, a unit will call the pur-
veyor at noon today ordering 2,000 cut steaks for delivery by 9 a.m.
tomorrow.  To handle this order, procurement has to stage product
around the country three to four weeks in advance so that the beef may
age sufficiently.

Procurement headquarters selects a meat processing plant in Colorado,
for example, and negotiates price, freight rates, etc., for an exact amount
of boxed beef to be delivered to a purveyor in New Jersey.  XYZ then
conveys electronically the prices and other information, and the purvey-
or orders the product from the Colorado plant, having no say at all in the
pricing.

The New Jersey purveyor manages the inventory and ages the product
for four weeks.  The purveyor is told by XYZ procurement the week he
will sell the product and for what price.  The local unit orders directly
from the purveyor the correct amount, e.g., cut into 10-ounce steaks, just
in time for delivery.

XYZ does all the price negotiations, buying and selling.  The New Jersey
operator does all the inventory management.

When the order for 2,000 steaks for a banquet is placed with the purvey-
or, the procurement department has the raw materials staged geographi-
cally, properly aged, by purveyors who regularly handle special order
deliveries for XYZ customers.

Purveyors within 100 to 150 miles of XYZ’s customers are selected, and
procurement negotiations for all raw materials for these purveyors are
done every week.  To keep all this complexity afloat, XYZ procurement
uses both PC-based and mainframe systems.

XYZ spokesmen said it is economically advantageous for them to pur-
chase fresh meat from outside purveyors to supplement its own DC’s
supply.  Of course, this process opens up new avenues of partnering for
this firm.

Average Days of Supply
A large part of the business is in perishables, all of which have varying
degrees of shelf life.  XYZ has three DCs that carry full lines of produce,
thereby increasing inventory turns.
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The average days of supply systemwide: 14.

Outbound order lead time is one to two days.

Fill rates at individual DCs average 99.6 percent, with an on-time per-
centage of approximately 89 percent.

Cross Dock, Consolidate and ID
No cross docking or inbound freight consolidation is done at XYZ, and
the company does not use redistribution services.  Vendors generally
consolidate inbound freight for them, minimizing freight costs.

XYZ does not use standard bar-coded labeling.  Instead, it has its own
tag system for product identification.

Company spokesmen say XYZ has been practicing just-in-time delivery
for 15 years.

A Niche of Its Own
This company has a special niche with a rather narrow focus, carrying a
limited line of high volume items to a very specific customer base.  It
also has an extremely sophisticated logistics and procurement system,
with a different emphasis and a different flow compared with most U.S.
foodservice distribution companies.
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SUPERVALU, INC.

The nation’s largest food wholesaler, SUPERVALU acts as
one of the nation’s biggest retailers. This Minneapolis-
based giant revamped the entire company to take
“Advantage” of industry efficiency programs.

A Change in Supply Chain Strategy
The ink was hardly dry on the first book that launched the grocery indus-
try’s historic efficiency initiative — Efficient Consumer Response:
Enhancing Consumer Value in the Grocery Industry — when SUPER-
VALU INC. began its own massive ECR cost-cutting program, “Advantage
from SUPERVALU.”

In 1993, consultants were hired, evaluations were made and a new pro-
gram to take action was drafted.  The initial rollout was in 1993, but the
principles of the program are still being implemented.  

Advantage is a massive undertaking, a reinvention of an entire company.
It provides an entire new business system for the company and redefines
its role in the supply chain.  A cornerstone of this new business concept
is the new, multi-tiered distribution systems that take products to market
in the most cost-efficient way possible.

A Special Path for Each Product
The Advantage program did away with the traditional policy of treating
all SKUs alike, and of warehousing and transporting all products the
same way.  It differentiated cases as slow and fast moving, high- and
low-value and high- and low-cube.

And to put each product on its lowest-cost path to market, a multi-path,
multi-tiered logistical system was created.

So far, Advantage is working well for this grocery giant with total sales of
$16.9 billion — $12.2 from wholesale and $4.7 from retail sales at
SUPERVALU-owned supermarkets.
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The company has 37 DCs scattered across the U.S., plus 10 Sav-A-Lot
DCs.  It supplies 4,300 independent supermarkets, including 300 corpo-
rate stores (in addition to the Sav-A-Lot stores.)  

Some 3,200 vendors supply SUPERVALU, which carries approximately
10,000 dry grocery items.  Dairy, meat, frozen, and general merchandise
and health and beauty care items (GM/HBC) add to the SKU assortment.
All SKUs, including GM/HBC, bring a total product range of 25,000 to
35,000 items flowing through SUPERVALU annually.

The firm serves all U.S. states except Arizona, California and Nevada, and
does business internationally in 30 countries.

The firm’s average inventory across all items is 29.8 days, including for-
ward-buy inventory.  Forward buying is declining as manufacturers move
away from deal pricing.

Slow Mover Consolidation 
A key aspect of the Advantage program is to store and ship certain item
groups regionally.  The program will eventually incorporate a network of
regional facilities for slow-moving grocery items and non-food products
that will provide greater efficiency for the remaining faster moving items at
downstream DCs.

One of the three regional centers is the 225,000-square-foot Southeast
regional facility in Anniston, Alabama, which has been hailed as the first
industry DC to be specifically designed for cross-docking replenishment.
The facility is designed to:

• Serve as a replenishment cross-dock site for its five downstream DCs.

• Serve as a slow-moving-product distribution point for downstream DCs.

• Serve as a distribution location for the entire GM/HBC line.

Other regional centers anchor logistics activities for their areas:  one non-
foods center in Oglesby, Illinois, serves 12 Midwestern DCs, and another
is located in Easton, Pennsylvania.

Cross-Docking Dream
The millennium has arrived and is in operation at SUPERVALU’s new
regional DC in Anniston.  The totally mechanized and computerized dis-
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tribution center boasts four levels from floor to ceiling connected by con-
veyors and state-of-the-art technology.  It has laser-scanned receiving and
loading, mechanized item selection modules, and  automated cross-
docking systems, all coordinated via a radio-frequency management 
system. 

One technological aspect in the new regional DCs is “pick to light.”  In
the GM/HBC part of the warehouse, a selector follows a flashing light
that shows which product is to be picked next and packed into plastic
totes.  Red numbered displays in each bay indicate the number to be
picked and where to place the product.  When the tote is full, the selec-
tor scans the tote’s bar code and pushes it onto the conveyor to be
moved to the dock.

The batch-selector technology allows 20 to 30 different store orders to be
picked on a single trip down a conveyor belt situated between aisles
containing full cases of slow-moving products.

The Anniston warehouse boasts a 20-door cross-dock area — 10 doors
on either side of the building to speed movement.

Approximately 10 percent of SUPERVALU volume — mainly paper and
cereal — is cross docked currently.  Most cross docking today is tied in
with promotions.  More flow-through distribution practices are expected,
as systems become available.  With one chain, the company has a true
cross dock — in and out the same day.  For most other accounts, prod-
uct is staged in a nearby location for reship the next day.

Inbound truck shipments are moved across a dock, are reconfigured and
come out on the outbound dock as multi-vendor loads bound for the
DCs served by the regional center.

Except for the Anniston warehouse, most SUPERVALU cross docking is
done manually.  The company is currently implementing a system-driven
cross-dock program.

When available, an advance ship notice/manifest (ASN) is a significant
productivity enhancement to the company’s cross-docking operations.
Each pallet carries a UCC/EAN-128 license plate, allowing the shipment
to be received electronically.  This enables the receiver to eliminate
counting and to know exactly what is on each pallet.
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Fast Moving Items
At SUPERVALU, the fastest moving items are shipped directly from ven-
dors to local DCs in the region through a variety of efficient warehouse
configurations.

Shared Distribution & Coordinated Transportation
Shared distribution and coordinated transportation programs are driven
by SUPERVALU’s backhaul department and buyers, who are focused on
reducing inventory.  The in-house buying system identifies opportunities.

Order Flow
SUPERVALU schedulers take orders, and decide the routing and
sequencing for picking and staging based on the delivery date requested
by the customer.  Orders are usually taken in a 14-hour window — typi-
cally between 2 a.m. and 4 p.m.  Cutoffs vary by product category.

Typical lead time is eight hours for grocery, and 10 to 12 hours for 
produce.  

Orders are sorted by customer pick up and delivery times.

The orders received are transmitted to product picking labels.  The order
is picked, loaded and delivered.  For example, an order is received by 6
a.m., pick tickets are ready by 7 a.m., order selection is done in two to
four hours, and load and paperwork preparation takes one and a half to
two hours.

Advantage’s Technology Enablers
SUPERVALU currently is moving into electronic data interchange UCS-II
transaction sets.  Company spokesmen say that the firm strongly believes
that item maintenance (Transaction Set 888) is key to all EDI in maintain-
ing data integrity.

Efficient funds transfer is currently underway with eight to nine vendors.

When the Advantage program was rolled out in 1994, 60 percent of all
purchase orders were placed via EDI, accounting for more than 80 per-
cent  of the dollar volume, and 40 percent of invoices were received via
EDI, accounting for 60 percent of the dollar volume.  
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Performance Measures
Tracking is done manually for vendors.  The firm cannot yet measure to
the extent that it would like.  For example: On-time delivery can only be
measured to the day vs. to the appointment time.  

The company tends to measure everything on a dollar sale basis, com-
pared with a case basis (the performance measurement used by most
manufacturers).  

Shortages are measured by vendor.  On outbound shipments, short rates
are measured by reason.  Internally controlled reasons (“could not locate
inventory,” etc.) are evaluated differently from manufacturer shortages.  

On-time delivery — within 15 minutes of the appointment — is mea-
sured and is targeted at 97 percent.

Dock deliveries account for 80 percent of the volume, while the compa-
ny still has some street-level deliveries.
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Foodservice Industry Process Map
Broker, Buying Group, and Co-operative Involvement
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Foodservice Industry Process Map
Purchasing Decision Contacts – Independent Operators
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activity based costing (ABC) – An accounting method that identifies the costs
of individual products, processes and activities, enabling a business to under-
stand more effectively how and where it makes a profit.

activity based management (ABM) – The process of using ABC to align rev-
enues and costs to business processes and activities.

advance ship notice (ASN) – See ship notice/manifest.

backhaul – The return of a vehicle from its original destination to the point of
origin with a load of goods on the return trip.  (Empty return is called “dead-
heading.”)

bar code – A combination of bars and spaces that communicate data about
the product or shipping container to which it is affixed.  An electronic scan-
ner can read the data elements.

computer assisted ordering – Preparing an order through the use of comput-
ers that integrate information about product movement (as recorded in POS
systems), outside factors that affect demand (such as seasonal changes), actu-
al inventory levels, product receipts and acceptable safety stock levels.

consolidation – The combination  or grouping of products in an organized
way for a distinct purpose.  In this book, consolidation most often refers to
products that do not turn very rapidly.  (See consolidation of slow movers.)

consolidation of slow movers – Consolidation of low velocity products from
several manufacturers into full truckloads.

continuous replenishment (CRP) – Practice of partnering between distribu-
tion channel members that changes the traditional replenishment process
from distributor-generated purchase orders — based on economic order
quantities — to the replenishment of products based on actual or forecasted
product demand.

contract logistics – Securing a third-party provider to plan, implement and
manage a logistics program.

coordinated transportation – The organization of what would be many LTL
shipments — usually from a manufacturer — into groupings for outbound
truckload shipments, usually to distributors.   

cross docking – A just-in-time delivery or flow-through distribution system in
which merchandise received at the warehouse or distribution center is not
put away but instead is readied for an outbound shipment immediately.  At
times the product is mixed or merged with other products and at other times
it is in full pallets that are simply moved from one shipment to another out-
bound shipment.  The product is never put away, and the process must be
counted in hours, not days.

cube out – Term used when a vehicle’s hauling space is completely filled
with goods and it can take no more freight.
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cycle time – The time and activities required by a company to receive, service,
fill and deliver an order to a customer.

dead-heading – See backhaul.

dedicated contract carrier – A contractual third-party service that dedicates
services (warehouse, vehicles, drivers) to a specific customer for that customer’s
exclusive use.

DC – Distribution center.

direct ship – A way to handle fast movers and certain other products, direct
ship usually means moving product from the manufacturer’s plant directly to
the distributor’s DC or from the manufacturer’s DC directly to the operator.
There are several scenarios for direct ship.  The one commonality:  The ship-
ment must bypass at least one stop in the usual foodservice supply chain.

EDI – See electronic data interchange.

Efficient Consumer Response (ECR) – A strategy in which the members of the
grocery supply chain study methods eliminate non value-added costs from the
supply chain and bring value to the consumer.

Efficient Foodservice Response (EFR) – A strategy in which the members of the
foodservice supply chain study methods to eliminate non value-added costs
from the foodservice supply chain and bring value to the consumer.

electronic data interchange (EDI) – The computer-to-computer transmission of
business information between trading partners in an industry-wide standard 
format.

fast movers – Products that move rapidly through the supply chain and the end
user’s establishment.

fixed weight – Items packaged for shipment with a weight that does not vary.
(See random weight.)

integrated logistics – A system-wide management view of the entire supply
chain from raw material to final consumer, requiring management of all supply
chain flow activities as a single entity.

inventory turn – Rate of speed that inventory is moving in a business, defined
by dollars or by units, e.g., total units sold in a year/average inventory level.

just-in-time (JIT) – The minimization of supply chain inventory by providing
timely, sequential deliveries of product when and where it is needed.

layered pallets – Also called tiered pallets, consists of one stock keeping unit
(SKU)  per layer or tier of a pallet, as compared with mixed pallets that have
more than one SKU per layer.

legacy systems – Aging, automated systems that were typically designed to
serve specific purposes and were frequently stand-alone, non-integrated.
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license plate – A label with unique numbering that makes that container unique
from any other containers.  U.S. food industry license plates use the SSCC-18
code as the primary identification.

load tendering – A shipper notifies a carrier that a load is available for pickup,
and the carrier determines if it can accept the shipment.

logistics – The science that includes materials management and physical 
distribution.

LTL (Less-than-truckload) – A shipment that is not large enough or heavy enough
to fill a truck.  LTL shipments incur higher freight costs per pound than full 
truckloads.

lumpers – Workers hired to unload trucks.

net landed cost – Total cost of supplying a product to the final customer, includ-
ing purchase price, transportation, storage and handling.

operator – In this publication, an operator is the foodservice establishment (a
full-service restaurant, a fast food franchise, a chain of cafeterias, etc.).

order lead time – The length of time between receipt of a customer order at a
manufacturer’s order-processing point and receipt of the products by the cus-
tomer; the time required to process, load and transport an order.

order fill – A measurement of the number s of orders without stockouts and
backordering, usually expressed as a percentage of orders processed.

outsourcing – Contracting with an outside firm (third party) to perform a business
process.

overs/shorts/damages (OSD) – “Overs” are products in a shipment that are in
excess of the requested amount, and “shorts” are the opposite.  “Damages”
cover product that arrived in a condition to make that product unsaleable.  

pallet – A low platform (usually made of wood) on which cases of product are
stacked for easy movement by a forklift.

point of sale (POS) – The place of contact between product and consumer,
where the purchase is made.

random weight – Items that are not fixed in weight and vary from package to
package, case to case.

rework – Amount of time needed to fix an inaccurate shipment.

shared distribution – Two supply chain partners working together to make each
other more efficient in the supply chain by sharing the distribution function.

shared warehousing – Combining inventory from several vendors into a single
warehouse or distribution center in an effort to reduce total storage costs.
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ship notice/manifest – EDI transaction in which the shipper advises the cus-
tomer of a pending shipment, what is in the shipment and when it will arrive.
Generically, this is known as advance ship notice or ASN.  The transaction
enables the customer to identify shipments before receipt and plan warehouse
receiving more efficiently.

shipping container code (SCC-14) – a numbering scheme that is 14 digits in
length and typically used for case identification.

SKU (stock keeping unit) – An individual color, size, flavor or pack of a prod-
uct that requires a separate code number to distinguish it from all other items.

slip sheet – A heavy corrugated cardboard sheet on which cases of product
can be stacked for shipping (instead of on a pallet).

slow-movers – products with low turnover.

small wares – Products such as uniforms, dishes, flatware, salt and pepper
shakers, and spices.

supplier – Usually refers to a manufacturer or a broker, although a distributor
also can be a supplier to a foodservice operator.

supply chain – The accumulation of all legs of the product supply process;
including the procurement of raw materials, the manufacture of goods, the 
distribution of product and delivery to the end consumer.

third-party provider – A company that supplies goods or services to any 
member of the supply chain.

throughput – The measure of the volume of goods or information passing
through a given point or facility.

tie and high – The width and height of product on pallets and warehouse 
storage racks.

truckload – A shipment that fills a truck — either through cube, weight or 
pallet configurations.

turns – The number of times inventory is sold during a specific period.

UCC/EAN-128 – A bar code symbology and data format used for primary and
secondary product identification.

Universal Product Code (U.P.C.) – A numbering and bar-coding system for
product identification of consumer items, typically scanned at retail point-
of-sale.

value-added network (VAN) – Company that acts as a clearinghouse for 
electronic transactions between trading partners.

vendor – Manufacturer or supplier of product.

vendor managed inventory (VMI) – Replenishment managed by the vendor,
usually the manufacturer.  (See continuous replenishment.)

 



International Foodservice Distributors Association/
Food Distributors International 

(IFDA/FDI)
n

International Foodservice Manufacturers Association
(IFMA)
n

Uniform Code Council
(UCC)
n

Association of Sales & Marketing Companies – IFBA
(ASMC/IFBA)

n
Grocery Manufacturers of America

(GMA)
n

National Restaurant Association 
(NRA)
n

Produce Marketing Association
(PMA)
n

Food and Consumer Products Manufacturers of Canada
(FCPMC)

n
Food Marketing Institute 

(FMI)
n

Foodservice & Packaging Institute, Inc. 
(FPI)
n

National Association of Convenience Stores 
(NACS)

n
Canadian Council of Grocery Distributors 

(CCGD)

n
American School Food Service Association 

(ASFSA) 




