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The competitive, cost-saving advantages of an efficient Warehouse Management System
This paper describes the benefits of an efficient warehouse management system (WMS) for both distribution companies and for companies who simply need to operate a warehouse to support their core business. It explains how a WMS—particularly when used together with radio frequency and scanning technology—can become a key competitive advantage in today’s tough market.
Goodbye Missing Items and Waste; Hello Control and Efficiency
The Modern Warehouse

“Where’s the #*!%&! pallet?”

It’s the question you don’t want to hear, but you hear it all too often. On a typically hectic day in your warehouse, an employee cannot find items that have been delivered. A shipment order, due out now, is    waiting for that pallet. You take other employees from their duties to help in the search. Meanwhile, a line of trucks waits to unload goods, and you see your truck drivers dropping incoming pallets in the aisles, just to get them out of the way. More than you’d like to admit, this describes your operation—the stress, the frustration, the confusion.
But walk into a warehouse or distribution center that uses an effective WMS and you’ll wonder whether you’re in the right place. Just ask Palle Petersen, a logistics consultant who has seen several warehouses before and after installation of WMS software (along with radio frequency technology and bar coding automation equipment). “It’s calm. There’s no yelling about where to find the order papers or where to put things away,” says Petersen, co-founder of Penta Partners in Denmark. “Things just flow smoothly.” According to Petersen, this improved flow is the result of 20 to 30 percent of warehouse employees’ time being saved by the elimination of mundane tasks—such as dealing with paper documents or inputting data—and by the ability to locate inventory quickly.
A good WMS gives a company better control over its stock and helps to decrease errors, thereby optimizing processes and the use of space. The resulting increase in efficiency can be a critical element for survival in the distribution industry, since warehouses today make their money by driving their costs down, says Richard Lancioni, professor and chairperson for Temple University’s Marketing and Logistics Department. “Some distribution companies are losing customers as manufacturers are cutting back on inventories and getting into just-in-time programs with their customers,” says Lancioni. “There’s a lot of price competition as well. Warehouses are offering space at a much lower rate, so they’re not getting their usual revenue.” Furthermore, customers all the way up and down the supply chain are demanding better record keeping, Lancioni says. “They want to know how much of their stock is moving at any given time.” 

Lost Revenue

In a hectic warehouse environment, an increasing number of smaller, customized orders can result in inefficient warehouse processes and make it difficult to provide quick, creative solutions to some of the following common problems:
Poor inventory control:

Items or whole pallets of goods go missing and your employees waste time trying to locate them. Maybe a vendor even demands payment for these “lost” goods—and even if you did receive them, you don’t know where they’ve been put away.

You think you have 15 items, but you really only have 10, causing errors in ordering, shipping and invoicing—and irritating your customers. 

A vendor needs to know how much of its stock you have in your warehouse, but you can’t give a clear answer.

You don’t have control over next week’s orders, prompting guesswork in your day-to-day employment; hire too many workers on a slow day and you lose money—hire too few on a busy day and you lose efficiency and revenue.
Poor time management:

Workers waste time searching for items—retracing their paths to pick for multiple orders or looking for places to put away items.

From the receiving dock, employees put away items that could have been moved directly to shipping, thereby losing time on an order and storing items unnecessarily.

Inefficient duplication of effort:

Employees from different departments enter the same warehouse information into different, and sometimes incompatible, programs or systems, wasting time and increasing the chance of error.
Poor management of warehouse space:

Dead inventory or empty bins go unnoticed, taking up expensive space that you could put to better use.

Your warehouse is still set up as it was for your old business; the new inventory has simply taken over the existing locations, in a possibly inconvenient order. The  most popular items are scattered throughout your warehouse, wasting workers’ time in retrieving them. New or temporary employees have difficulty understanding your placement “logic,” making them inefficient.
Factors to consider when choosing a Warehouse Management System
There are many benefits to be gained from implementing a WMS, and these benefits can be maximized by giving careful consideration to how the WMS will be incorporated with the rest of your business. Here are some questions to consider when choosing a WMS:
* Do you have to change the way you are dong things because the software’s inflexible?

Consider what impact the WMS will have on your current business processes. You should be confident that the system provides the tools to help you improve your warehouse processes, but it must also have the flexibility to allow the software to be customized to meet your specific needs.
* How well will the WMS system grow with you? Is it easy to upgrade?

Your warehouse management requirements today may change in the future. You may need to implement basic warehouse processes now, and then implement more advanced warehouse management processes when your company is ready for them. 
* Is the system easy to learn and use for both warehouse employees, management and employees in other departments?

Your warehouse may have a high turnover of staff or a number of temporary staff. You may also have other employees, such as salespeople, who will only need to use the WMS infrequently. To maximize the acceptance and value of a WMS, the system must have simplicity, so that it is easy to learn and use and is quickly adopted by your employees.
* Is the WMS part of a total, integrated business solution?

Perhaps the most important thing to consider when choosing a WMS is the level of integration the system offers—with all areas of your business. For a WMS to truly deliver increased efficiency and cost savings, it needs to be able to quickly exchange information with other departments—such as finance, sales and purchasing. With an integrated business solution, you can avoid the pitfalls of having a WMS that is good for your warehouse operations but which causes more work in other areas.
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Control Is Found

You can liken warehouse management to the management of a large bookstore: employees use a computer system to obtain details of how many copies of a particular book are available and details of exactly where they are located (directions to the specific floor, section and row). When you order a particular book, the system alerts an employee to set it aside the moment it has been received. Can a large bookstore survive today without such a system? Of course not. A WMS works in much the same way. It has an active database that keeps track of inventory by assigning items to zones and then individual bins within those zones—basically like call numbers on a book.

The great thing about a WMS is that you can allow some inventory to be assigned to non-discriminatory “floating” bins, so that when those particular items are received, the WMS finds the most convenient empty bin for them—as opposed to workers wandering around looking for a vacant location. This is just one way that a WMS optimizes space in a warehouse, thereby increasing efficiency. Here are some other advantages of a good WMS:
Full inventory control increases accuracy and improves customer service:

A good WMS gives a complete overview of the warehouse at all times—in real time. It adds an extra degree of intelligence for deciding where to put items away and how to store them—thereby optimizing space utilization. The system also helps to improve receiving and shipping information accuracy, in turn helping to avoid ordering and billing errors. “I’ve seen companies save 30 to 50 percent—depending on the state of their organization before they implemented a warehouse management system,” says Palle Petersen.
In addition, you have visibility of products while they are still in the receiving area. For example, the moment an item comes off a truck or transportation device, you can say to a customer that you have 20 items available immediately, with five more in stock. In order to deliver faster to your customers, you need to be able to quickly identify which purchase order a delivery corresponds to. A good WMS gives you this capability.
A WMS alerts users when an item has reached a preset minimum bin amount so that the bin can be replenished, helping you to avoid the common problem of having either too much or too little inventory. Instead of the annual, mammoth inventory count that can paralyze companies for days at a time, a WMS facilitates inventory checking any day, any time, at whatever frequency a user programs it to do.
Directed pick and put away speeds up order handling, cuts warehouse costs and increases morale:

When processing incoming and outgoing orders, the WMS directs workers to the exact zones and bins where they must pick or put away items. It can process several orders at once and provide an efficient path for workers to take through the aisles for picking or putting away, saving time and energy. Workers can even receive instructions (via radio frequency) on small screens mounted in their trucks or on their hand-held scanners.
A WMS highlights opportunities to move items directly from the receiving area to the shipping area to speed up order handling and avoid putting items away unnecessarily. “A warehouse management system is like a sergeant-major, giving orders to all the workers about what to put where and in which order,” says Palle Petersen.
Just as importantly, this type of system improves morale in a warehouse operation. People who work on the warehouse floor don’t like to waste time. They don’t like the frustration of wandering around searching for items. With a WMS, instructions are much clearer because the system knows exactly where the inventory is located.

As Palle Petersen points out, this feature makes employees 20 to 30 percent more efficient—increasing your company’s output 20 to 30 percent, and enabling you to deliver a much higher quality service than before—with the right item delivered to the right customer at the right time.
Better overview allows for closer cooperation with customers and suppliers:

The visibility provided by a WMS provides a constant overview of inventory levels and your commitments to customers and vendors, allowing for more confident planning. It also allows you to analyze statistics with timely, accurate information. “Now that you can register every single move in the warehouse, you can make reports on warehouse processes, and it’s easier for you to see how these processes should be handled,” says Palle Petersen. “You can go to your suppliers and customers and discuss how you can improve things in cooperation.” If you know more precisely when and how much your customers need something, you can plan better, which saves you money and allows you to offer better prices. “Now we’re talking supply chain management. This isn’t something that is the usual intention of implementing a WMS, but it means that a [WMS] can thus go from being a simple resource management system to a competitive business parameter,” Petersen adds.
Radio frequency and bar code scanning increases data accuracy:

Radio frequency (RF) and bar code scanning technology, which includes a wide range of hand-held or truck-mounted bar code scanners and ways to send information from the scanner to the central system by RF, turns a warehouse into a real-time enterprise.
When an item is inbound, you can scan it so that the details of that item are transferred into your system. Then, when it comes to shipping, you just scan it again and ship it out. The WMS database instantly updates the information about items when they have been scanned. As Palle Petersen points out, this gives a company the ability to “trace” the path of an item through your warehouse from the minute when it was first scanned on the receiving dock—allowing your system to record where the item came from, when it was received, where it is going and when.
This also eliminates the need for employees to move goods on the floor for data input or mess about with paper documents. Once inbound items are scanned, the system—by, for example, a small screen on a hand-held scanner—gives instructions for where to put them away. At the same time, the scanner can send a message to the central system by RF that these items are in-house.

Palle Petersen also says that the use of RF and bar coding technology with a WMS reduces the chance for input error to less than one percent.
Full integration with an ERP system increases efficiency and productivity:

When a WMS is an integrated part of a company’s complete enterprise resource planning (ERP) system, everyone in the organization—from purchasing to manufacturing to sales—has the same real-time overview of inventory and movement in the warehouse. “When the system is synchronized 100 percent of the time, then five to ten seconds after a truck driver has put away a pallet, its location and availability is visible for every employee in the company,” says Bo Høivang, logistics manager of Garta, a Danish wholesaler to the horticultural market.
This synchronization makes everyone’s job easier—beyond the walls of the warehouse as well. “Our sales department must have a good overview of the goods we have in-house,” says Høivang. Likewise, manufacturing can simply pick components from the warehouse and send back finished products without upsetting the inventory control within the warehouse. One system runs on one server, keeping the company’s internal network simple and eliminating the need to interface different systems and programs. Upgrading to future versions is also easy.

Increased Efficiency and Reduced Costs:

There’s no room for lost pallets in today’s market. Having control over your warehouse and inventory can save you money and increase your productivity. A WMS helps you to gain full control of your inventory, which helps you to improve customer service and optimize warehouse space.
If used in conjunction with RF and scanning devices, a WMS helps you to drastically reduce errors, while improving inventory tracking and accuracy. Integration with the rest of a company’s business system allows for everyone in the organization to access “real time” figures from the warehouse—on command. “Once the WMS is in place, the time and labor savings, along with the increase in production, will more than pay for the system over time,” according to Richard Lancioni.

Efficient and Effective Warehouse Management with Microsoft® Business Solutions–Navision®
Microsoft Business Solutions–Navision combines a first-rate WMS with one of the best business management software solutions for the midmarket. It has exactly what you need to run a cost-effective warehouse.
You can use Microsoft Navision to replace as much or as little of your existing system as necessary. Microsoft Navision is a complete business solution that includes modules for financial management, manufacturing, distribution, customer relationship management and e-business.

And it’s completely integrated; every department in your company has access to the same, accurate inventory data. Your purchasing department knows which items are hot and which are not; your sales team can give customers real-time information about stock availability, while your warehouse staff can find items quickly.

More than 30,000 companies in over 25 countries rely on Microsoft Navision every day to help them run their operations. Find out why.
To learn more about Microsoft Business Solutions–Navision, contact your local Microsoft Business Solutions office. They have the expertise to design a solution that fits your specific business needs. Or, visit our solutions page at www.microsoft.com/BusinessSolutions 

where you can find more information including a fact sheet on Warehouse Management Systems.
About Microsoft Business Solutions

Microsoft Business Solutions, a division of Microsoft, offers a wide range of integrated, end-to-end business applications and services designed to help small, midmarket and corporate businesses become more connected with customers, employees, partners and suppliers. Microsoft Business Solutions' applications optimize strategic business processes across financial management, analytics, human resources management, project management, customer relationship management, field service management, supply chain management, e-commerce, manufacturing and retail management. The applications are designed to provide insight to help customers achieve business success.
Address:

Microsoft Business Solutions 
Frydenlunds Allé 6 
2950 Vedbaek 
Denmark 
Tel +45 45 67 80 00 
Fax +45 45 67 80 01 
www.microsoft.com/BusinessSolutions
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