[image: image1.png]



Logistics Case Study:  Elgiganten Electronics 
Walter Martin

Wake Technical Community College

May  2012

This case study was funded by the National Science Foundation as part of NSF ATE #1003507
Elgiganten Electronics - Case Study 

Overview: 

Elgiganten, a central Nordic warehouse in Jönköping, Sweden distributes over 4000 products to the group’s 247 megastores in Norway, Sweden, Denmark, Finland, Iceland, Greenland and the Faroe Islands, and also fulfills the rapidly growing volume of direct-to-customer orders. The recent e-business boom in electronics poses significant order fulfillment challenges. “Our e-business channel has been growing at a rate of 50% per annum, and our product range is also expanding rapidly”, explained Elgiganten’s Development Manager,

Andreas Thimour.
Challenge:

Management wants to improve their order picking accuracy as close to 100% as possible and meet increasingly rigorous demands for picking while maintaining efficiency and quality. Currently, the warehouse personnel were picking mostly multi-product orders for traditional distribution processing. Personnel picked orders utilizing paper pick-tickets and some RF picking for case or split case picking. The current pick processes are not flexible enough to meet the ever growing product range and rapidly changing distribution requirements. Additionally, as mentioned by Andreas Thimour, E-business is exceeding the aggressive growth plans, which includes significantly increasing the number of outlets in the Nordic region over the coming years.
As the warehouse manager, you have been asked to improve both order picking accuracy and productivity. You have also been informed; the company has started accepting single customer orders for a range of one to many items versus full or split case orders. This is a significant change that could easily result in late order fulfillment and or increased order pick errors. Having studied the “Least Handled, Best Handled” philosophy of material handling, your first thoughts were to reduce the number of times products were handled upon being receipted at the warehouse. This would require a major change in the receipt, move, pick, pack processes currently requiring pickers to utilize their hands and eyes to read, navigate and confirm tasks. 
Technology Possibilities:


Last year, you attended the International Federation of Warehouse Logistics Association (IFWLA) conference in Frankfurt Germany and met many vendors offering a variety of warehousing solutions. You and your associates discussed implementing a new warehouse management system, warehouse optimization software, ABC analysis, pick-to-light, additional RF scanners and tags, voice-directed activities, and dividing the warehouse into dynamic pick zones. After talking over several possibilities, you decided to call Dematic and their company representative, Frederick Johansson, Solutions Consultant, whom you met at the IFWLA conference. Dematic , known for “creating logistics results”, is a global logistics solutions company that employees over 4000 employees worldwide and has implemented over 5000 systems helping organizations like yours. Frederick flew into Jönköping, Sweden the next week and started evaluating the ebb and flow of the facility. 
Questions:

1. What do you think Dematic implemented to improve the speed, efficiency and responsiveness of order fulfillment, specifically for full and split case picking?
2. What do you think Dematic recommended replacing the RF scanners and tags to help with the individual customer order picking and freeing up the hands of the employees? 
3. How would you go about implementing the recommendations from Dematic? Which process do you feel warrants the most attention? 
 INSTRUCTOR APPLICATION NOTES

This case can involve the various chapters of study from the entire semester for students who have taken a Warehousing, Material Handling, and / or a Supply Chain Management course. This case gives students an opportunity to research implementing technology in warehousing and distribution. 
Question 1 - New flexible pick and pack solution:

They also implemented the Dematic Split Case Module, a zone-routing system in which order cartons are conveyed to the relevant picking zones where products for the orders are located. Zones that do not have product required for the order are skipped. To improve the speed, efficiency and responsiveness of order fulfillment, the warehouse is divided into several picking zones. Fast and slow movers are picked in separate areas so that the system and organization can be geared differently to optimize productivity.
Question 2 - Voice-directed activities:

Dematic implemented the Dematic voice system that maintains wireless real-time contact with the WMS. The voice terminal reads out the location and qualtity to the picker. The picker confirms the completed assignment by reading the last three numbers of the product’s EAN code. This ensures the correct item is picked, virtually eliminating picking errors and contributes to Elgiganten’s goal of near 100% picking accuracy. “The last detail is important because many products are valuable and, in some cases, will be dispatched directly to the end customer,” explained Andreas Thimour.

The pickers wear a small belt-mounted voice terminal and headset with microphone. They receive clear vocal commands and confirm tasks verbally via a voice terminal. Voice picking lets the pickers keep  their  hands and eyes free at all times, making it  faster and easier to pick the right products in the right  order,  and safer by letting the user concentrate on product handling. Gone is the need for pick lists or RF terminals. 

Question 3:

 Students will present different ideas of what to improve / implement first.
Overall:

Elgiganten improved productivity by 35% over their previous paper and RF processes and achieved near 100% picking accuracy and were able to reallocate manpower to pick zones during high peak periods like Christmas.
Acknowledgement:

This case was modified from its original form and title with the permission of Allan Howie, Director of Continuing Education and Professional Development, Material Handling Institute of America (MHIA), Charlotte, NC, to allow students to choose and evaluate solutions. The original case offered no problem solving opportunity and was titled, “Electronics e-tailer Optimizes Order Fulfillment”. 

For further reading on the original case, visit the following Web link:

http://www.mhia.org/industrygroups/ofs/casestudies/10040/electronics-e-tailer-optimizes-order-fulfillment
