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Modern supply chains have been tested in 2020 like never before, having to accommodate the tumultuous effects of COVID-19. In Q1-Q2 2020, there was concern
on supply availability as the risk of supplier shutdowns rose and supply chains
dependent upon goods and operations from Asia sought to minimize their risks.
Some industries observed a "run" on products as consumers stocked-up to weather the mandatory lockdowns in their homes; both an uptick in essential items and
leisure enabling products like home-improvement projects and personal hobbies.
All industries are now analyzing their demand patterns during this time to forecast
what the future could look like and how their supply chains can thrive in the age of
COVID.

14	Immediate improvement efforts
20 Demand and channel changes
22 Increases in urgency
25 Outlook

A crucial consideration in supply chain re-engineering for the new normal is deciding what changes should be prioritized inside of distribution center(s). There
have been numerous studies and literature published on the effect of COVID-19 on
supply chain network structures, such as if companies will change strategy from
off-shore to near- or on-shore, or strategically establishing network redundancy to
ensure business continuity, however the implications on intra-DC priorities is not
widely discussed.

Felix Vicknair
Director

28 Miebach Consulting: The Supply Chain Engineers
During this re-engineering process, there is immense pressure being applied to the
supply chain and operations professionals are being mandated with reaching the
new normal as quickly, efficiently, & cost-effectively as possible. Miebach Consulting has experienced more interest than ever from companies to understand what
their competitors and inter-industry peers are focusing their attention on inside
of DCs to improve. We believe this is the result of combining the aforementioned
increased pressure to evolve and/or improve operations for a post-COVID-19 environment paired with the heightened uncertainty of the times. This experienced
uptick in interest shows there is sufficient interest and motivation behind an empirically-driven research study.

Emilie Laliberte
Manager

To create awareness of the topic, this report aims to uncover insights about past
and future focus-areas of those who are running or strongly-influencing distribution operations and where they are investing time and resources in the pursuit of
improvements for their company.

Derek Messmer
Senior Consultant
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Executive Summary

Most common improvement
pursuits are focus on operational management and processes.

The majority of initiatives which are currently pursued focus on operations management and operational processes. The data was overwhelmingly clear showing
that 7 of the top 10 pursuits earning "Top Priority" focused on one's employees or
improving the way in which operational execution is managed and performed. This
employee & process focus is unsurprising in a still-uncertain environment as supply
chain leaders are taking care of their people, and on average, may be delaying CAPEX expenditure where possible.

At the aggregate level, the prioritization scores for all five categories (Information

The topics which have "jumped" the most in operational leader's minds pertain to
responding to demand and channel changes and managing those operational changes.

Secondly, there is an increase in the number and scope of initiatives being imminently pursued inside a DC. Miebach offers a word of caution exercised through
the adage that if everything is a priority, then nothing is priority. If this increasing
number of initiatives are truly prioritzed, then leadership should consider in investing in additional bandwidth and capabilities to help their workers achieve these
pursuits.

Initiatives which have significantly increased in the amount of thought and prioritization from supply chain leaders can be tied very closely to bringing in, or accommodating, the significant changes associated with demand or channel-fulfillment
shifts. Three of the top four initiatives which increased the most are directly correlated with a shift in market demand or fulfillment channel expectations. Accommodating e-commerce growth and expectation was the initiative which increased
the most by an extremely large margin, with a 38% score increase on how much
attention leaders are giving the topic.

6

Technology, Material Handling Equipment, Facility Layout, Operational Processes,
& Operations Management) increased from the past to the present & future. This
result suggests two things - there is no "magic-bullet" focus area, but a well-rounded improvement effort is being pursued to improve operations. For example, a
company cannot pour all resources into IT while operations management continues
to habitually underperform.

Increase in prioritization of all
focus areas.
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Study Design

A total of 85 people participated in the online study from September to October
2020. The participants consisted nearly entirely of professionals in the supply chain,
with a heavy concentration directly relating to distribution center operations.
Over 12 different industries were represented, providing adequate representative
diversity of focus-areas. Of course, we are aware that this diversity of industry
captures varying degrees of distribution operations complexity; the survey and
results analyses cannot take into account a segmented analysis accounting for every
operational detailed nuance.
Due to the participant diversity, in terms of industry & business model (the report
includes both Shippers & Logistics Service Providers), detailed segmentation is
avoided to ensure simplified & digestible conclusions and statistical significance at
the aggregate level.

Fig. 2
Regional distribution

Miebach is confident that our study gathered insights from a large enough sample,
and at a level of detail, ensuring results are from a well-balanced & representative
sample from which reasonable insights can be concluded.
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Functional distribution
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Most-immediate improvement efforts focused on operations management and
processes

The survey's priority scale was set to enable the time-bound prioritization of initiatives by participants. When ranking all initiatives, "Top Priority" was defined as 'it
has our immediate attention - currently mobilizing resources for it' - meaning the

Fig. 3
Top 10 Priorities of Respondants

initiative is currently underway or has budget and man-power allocated to initiate
it. Therefore, a close look at the Top 10 initiatives ranked as Top Priority clearly
communicates where companies are currently focusing their attention.

Operations Management as these categories dominate the list.

The top priorities across all categories show respondents are placing most-immediate focus on Operational Processes and

52%

Process Accuracy (e.g. pick accuracy)

The most common pursuits
focus on improving how operational execution is managed
and performed.

The most common initiatives currently in progress overwhelmingly pertain to that
of operations management and operational processes; simply stated, although not
so simply perfected, pursuits of improving the way in which operational execution
is managed and performed. 7 of the top 10 initiatives with the most frequent
designation of "Top Priority" belong to either of these two categories. The message
being sent by this data is clear: operations are currently focusing on their employees (Health, Safety, & Environment and Labor Management) and improving the
existing way of managing and executing (process accuracy, management reporting,
plus others).
In a still uncertain COVID environment, these highest-priorities are indicative of the
times. The operational processes and management represent doing more, or better,
with the workforce and operations that the company currently has. The survey was
not designed to capture actual expenditures, however responses seem to indicate
that the uncertainty of the times due to COVID-19 may be leading to the deferral
of non-critical CAPEX expenditure1, which would lead to this focus on "more and
better with the same".

51%

Health, Safety, & Environment

50%

Warehouse Management System (WMS)

IT
Operational Processes
Facility Layout
Operations Management

48%

Management Reporting, Dashboards, & KPIs

47%

Inventory Management
42%

Facility Layout Optimization, Improvement (e.g. right-sizing, expanding, relocating)

39%

E-Commerce Growth Adjustments, Inside Facility or via Micro-Fulfillment Centers
Labor Management & Workforce Planning

34%

Reduction of Cycle Times

34%

Facility Visuals (e.g. floor markings, signage, safety awareness)

34%

The other three initiatives rounding out the top 10 can also be explained due
business environment changes in an on-going COVID-19 pandemic. It is understood
that, at the aggregate, COVID-19 has increased consumer expectations of e-commerce operations. This growth in e-commerce can lead to an increase in a company's dependence upon a WMS. For example, as one's e-commerce sales is established or increases, being able to manage inventory across multiple sales channels,
with real-time inventory level updates is crucial; a WMS enables this multi-channel
and instantaneous visibility. More explicitly, respondees prioritized directly adjusting for the growth in e-commerce, a trend further engrained due to consumers
increasing their online shopping because of COVID-19. Lastly, the final initiative of
"Facility Layout Optimization" can be attributed to business environment changes.
Facility layout optimization is important for both those positively and negatively
affected by demand changes; a facility must be right-sized either up or down based
upon new demand levels.

1. "Resetting capital spending in the wake of COVID-19", McKinsey & Company, June 2020
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Fig. 4
Operational Processes Priority Before and After COVID-19

Fig. 6
IT Priority Before and After COVID-19

The full results of Operational Processes show that leaders are still concerned with operational fundamentals such as process accuracy, managing inventory, and quickly turning product.

Supply chain personnel's focus in Information Technology is overwhelmingly focused on Warehouse Management Systems
(WMS). This investment of prioritization may be a direct result of an increase in consumer's e-commerce expectations and
the resulting dependence upon a reliable WMS.

IT Priority Scores Before and After COVID-19

Operational Processes Priority Scores Before and After COVID-19
Process Accuracy (e.g. pick accuracy)

4.34
4.16

Inventory Management

Picking Strategy

3.84

Standardization or Documentation of Processes

3.81

Operational Processes - Before COVID-19
After COVID-19

3.65

Lean Operating Principles (waste reduction)

Value Added Services (VAS)

3.55

Six Sigma Principles (quality & process improvement)

Labor Management System
Predictive Analytics for Warehouse Execution

3.38

Warehouse Execution System (WES)

3.38
3.30
3.03

Digital-Twin of Warehouse Operations

2.82

3.44
2.98

Fig. 5
Facility Layout Priority Before and After COVID-19

Fig. 7
MHE Priority Before and After COVID-19

Facility layout priorities follow traditional focus allocation with leaders placing majority of focus on improving current
layout, visuals, and overall cleanliness. However, one noteworthy callout includes the large prioritization score increases for accommodating E-commerce growth and performing omni-channel fulfillment. These prioritization increases are
discussed in detail during the Demand and Channel Changes portion of the report.

In the survey, MHE had lower levels of prioritization scores compared to the other categories. This may be a result of
business uncertainty and leaders delaying CAPEX investment in overhauling existing MHE setups or adding additional
equipment to an operation.

MHE Priority Scores Before and After COVID-19

Facility Layout Priority Scores Before and After COVID-19
3.98

Facility Visuals (e.g. floor markings, signage)
Facility Cleanliness

3.90

Facility Flow Bottlenecks

3.89

Staging Areas Organization or Utilization

3.87

E-Commerce Growth Adjustments

3.74

Product Zoning, Slotting Optimization

3.74
3.71

Increasing Storage Space Utilization

3.52

Omni-Channel Fulfillment
On-Demand Warehousing

3.11

3.89

Ergonomic & Safety Improvements

4.08

Facility Layout Optimization, Improvement

3.60

Conveyor & Sortation Equipment

Facilty Layout - Before COVID-19
After COVID-19

Goods-to-Person Picking Strategies

3.34

Energy Consumption & Emissions Reduction

3.32
3.18

Automated Storage Technologies for Pallets
Automated Storage Technologies for Bins/Totes

3.11

Radio Frequency Identification Tags (RFID)

3.11

Automated Guided Vehicles (AGVs/AMRs)

MHE - Before COVID-19
After COVID-19

3.00
2.97

Leasing/Financing of High CAPEX Projects
Complete Automation of Picking (e.g. Robotic Arms)

16

After COVID-19

3.47

Warehouse Scenario Modeling & Simulation

3.50

Process Exceptions Handling

IT- Before COVID-19

3.53

Robotic or Digital Process Automation (RPA/DPA)

3.60

Returns / Damages Processing

3.92

Receipt/Delivery Appointment Scheduling

3.69

Customer or Channel Prioritization

4.29

Master Data Management

4.06

Reduction of Cycle Times

Dock-Door Rotation

Warehouse Management System (WMS)

2.74
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Fig. 9

All Priorities by Importance
Process Accuracy (e.g. pick accuracy)

4.34

Health, Safety, & Environment

4.31

Management Reporting, Dashboards, & KPIs

4.30

Warehouse Management System (WMS)

4.29

Inventory Management

Fig. 8
Operations Management Priority Before and After COVID-19

4.16

Labor Management & Workforce Planning

4.11

Operational Quality Assurance

4.10

Facility Layout Optimization, Improvement (e.g. right-sizing, expanding, relocating)

4.08

Reduction of Cycle Times

4.06

Training Personnel

Operations management led all categories with the highest prioritization scores. This is indicative of company operations
pursuing doing more, or better, with the resources the company already has. Additionally, as expected in the era of a global pandemic, Health, Safety, & Environment takes the top spot in the category with the highest level of prioritization.

4.03

Facility Visuals (e.g. floor markings, signage, safety awareness)

Operations Management Priority Scores Before and After COVID-19

3.98

Project Management Capabilities

3.95

Master Data Management

3.92

Facility Cleanliness

3.90

Cultural Changes or Improvements

3.90

Ergonomic & Safety Improvements

3.89

Health, Safety, & Environment

4.31

Facility Flow Bottlenecks

3.89

Management Reporting, Dashboards, & KPIs

4.30

Staging Areas Organization or Utilization

3.87

4.11

Picking Strategy (e.g. batch v. order, wave-management, etc.)

3.84

4.10

Benchmarking Operations - Process or Cost

3.84

Standardization or Documentation of Processes

3.81

Labor Management & Workforce Planning
Operational Quality Assurance
Training Personnel

4.03
3.95

Project Management Capabilities

3.90

Cultural Changes or Improvements
Benchmarking Operations - Process or Cost

3.84

After COVID-19

Increasing Communication & Collaboration with External Partners

3.75

E-Commerce Growth Adjustments, Inside Facility or via Micro-Fulfillment Centers

3.74

Product Zoning, Slotting Optimization

3.74

Increasing Storage Space Utilization

3.71

Contractual Rate Negotiations

3.70

3.75

Increasing Communication & Collaboration with External Partners

Customer or Channel Prioritization

3.69

Lean Operating Principles (waste reduction)

3.65

3.70

Contractual Rate Negotiations
Outsource/Insource Strategy Review

Ops Mgmt - Before COVID-19

3.41

Conveyor & Sortation Equipment

3.60

Returns / Damages Processing

3.60

Value Added Services (VAS)

3.55

Receipt/Delivery Appointment Scheduling

3.53

Omni-Channel Fulfillment

3.52

Process Exceptions Handling

3.50

Labor Management System

3.47

Six Sigma Principles (quality & process improvement)

3.44

Outsource/Insource Strategy Review

3.41

Predictive Analytics for Warehouse Execution

3.38

Warehouse Execution System (WES)

3.38

Goods-to-Person Picking Strategies

3.34

Energy Consumption & Emissions Reduction

3.32

Robotic or Digital Process Automation (RPA/DPA)

3.30

Automated Storage Technologies for Pallets

3.18

On-Demand Warehousing

3.11

Automated Storage Technologies for Bins/Totes (Shuttles, Autostore, etc.)

3.11

Radio Frequency Identification Tags (RFID)

3.11

Warehouse Scenario Modeling & Simulation

3.03

Automated Guided Vehicles (AGVs/AMRs)

3.00

Dock-Door Rotation

2.98

Leasing/Financing of High CAPEX Projects
Digital-Twin of Warehouse Operations
Complete Automation of Picking (e.g. Robotic Arms)
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2.97
2.82
2.74

IT- Before COVID-19

Operational Processes - Before COVID-19

Ops Mgmt - Before COVID-19

MHE - Before COVID-19

Facilty Layout - Before COVID-19

After COVID-19
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Responding to demand and channel
changes is important to supply chain
leaders

COVID-19 has expedited e-commerce growth, and operations
must efficiently adapt.

To understand the effects of recent events, one can look at which specific initiatives

Although not all of these 10 initiatives are being worked on at this moment, that honor

shifted the most in the "pre" & "post" responses. Those initiatives with the largest
delta have moved up or down in the minds of key supply chain personnel. When
looking at these largest priority shifts, two trends stand out: operations are considering how to accommodate the effects of demand & channel shifts, and managing
those operations is more relevant than ever before.

was established in the opening section, these initiatives show that the necessary changes associated with demand and channels shifts, and all the accompanying workload to
achieve this, has become much more relevant to supply chain decision makers.

As is apparent in the data, three of the top four initiatives which had their prioritization increase the most are directly correlated with the market's demand expectations shift and placing higher priority on e-commerce operations. Operational
leaders are more concerned with accounting for e-commerce growth, enabling
omni-channel fulfillment, or correctly prioritizing their customers and channels than
ever before.
Given the significant operational changes which must accommodate demand and
channel shifts, the operations management initiatives increasing the most should be
almost expected. Of the four initiatives in the top ten, all of them can be grounded
in, or traced back to, handling and managing major operational changes. A focus on
management reporting, KPIs, and benchmarking operations will give management
more visibility into how their operation is performing against where it should be crucial pieces of information for management during a change. Project management
is required to actually achieve the transformation required; seeing an increase in
focus on these capabilities is natural. Lastly, improving relationships and communication with external partners is more relevant in an environment which has had it's
traditional way of working and fulfilling demand changed; one must be aligned on
requirements, service levels, and expectations with their partners throughout this
change.

Fig. 10
Initiatives with Largest Increase in Priority

Operations Management Priority Scores Before and After COVID-19
Robotic or Digital Process Automation (RPA/DPA)

1.08

E-Commerce Growth Adjustments, Inside Facility or Via Micro-Fulfillment Centers

1.03

Predictive Analytics for Warehouse Execution

1.02

Omni-Channel Fulfillment

0.95

Management Reporting, Dashboards, & KPIs

0.93

Warehouse Scenario Modeling & Simulation

0.88

Digital-Twin of Warehouse Operations

0.82

Warehouse Execution System (WES)

0.71

Customer or Channel Prioritizations

0.71

Product Zoning, Slotting Optimization

0.69

3.30
3.77
3.36
3.49
4.30
3.03
2.82
3.38
3.69
3.74

Delta
After Time of Survey
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All categories reported an increase in
urgency

Respondents overwhelmingly replied that their focus to improve operations is
increasing in scope and becoming more imminent with resource mobilization now
or in the near future.

There is no one single antidote
to substantially improve or
transform operations

The increase in prioritization of all focus areas shows there is still focus and potential improvement across all facets of an operation. It would be unwise for a company to spend all of its time, energy, and capital attempting to improve their Facility
Layout while the IT platform is archaic and preventing the operation from making
significant advancements. The common saying of "a chain is only as strong as its
weakest link" is certainly applicable for DC operations and is represented in the
data. Or, expressed differently, there is no one antidote to substantially improve or
evolve an operation, but rather, a well-focused and strategic series of initiatives are
required.
A contributing factor of prioritization increases is that respondents, on average, reported an increased number of initiatives as Top Priority or Priority, both of which,
by definition, involve the mobilization of resources in at least the near future.
Miebach expected to see more responses shifting priority across categories and
initiatives as this would imply participants have prioritized a pursuit in the past,
achieved it, and then moved on to the next initiative. When in fact, 90% of respondents reported an increase in the number of Priority or Top Priority initiatives.
This report will not dissect the reason companies overload their own resources by
taking on too many initiatives; there is sufficient literature already published, which
is recommended, that takes a deep-dive into the reasoning for pursuing too many
initiatives.2 If this sounds familiar for your company, Miebach recommends operational leaders to consider increasing your company's bandwidth to pursue the many
priorities your company has set.

Fig. 11
Prioritization Increases in All Categories
All categories increased in the amount of attention that supply chain leaders
are giving to them and 90% of study-respondents reported an increase in
the amount of priorities they rated as either "Top Priority" or "Priority". This
suggests there is not a single antidote or "magic bullet" which can transform
operations.

Irrelevant

Somewhat
Relevant
Relevant

Priority

Top Priority

IT
Material Handling
Equipment
Operational
Processes
Facility Layout
Operations
Management

2 "Too Many Projects: How to deal with initiative overload", Harvard Business Review, Sept. 2018
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Outlook

COVID-19 has brought with it unprecedented moments of uncertainty, operation-

There is substantial benefit available for those who pursue fundamental operational improvements.

26

al challenges, and quick responses to ensure product continues being produced
and shipped. Distribution operations will continue to settle back into their "new
normal", which, may not look much like "normal" before the COVID-19 pandemic. In the long-term, an uptick in major transformations is expected. Examples
include increasing automation levels to reduce work-force dependence, and the
digitalization of supply chain and operations to enable faster decision making and
better event-responses. However, as is clearly shown in the data, the operational
fundamentals are as important now as they have ever been; they will maintain this
criticality in the mid and long term. The overwhelming prioritization of operations
management and processes are a testament to what Miebach Consulting has helped
clients experience over the last 47 years - there is significant benefit and Return on
Investment waiting for those who choose to pursue improvements to the fundamentals of their operation.
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Miebach Consulting:
The Supply Chain Engineers

2021
•2
 4 Offices
• 380 Employees

Miebach Group
Founded in 1973 by Dr.-Ing. Joachim Miebach in Frankfurt, Miebach Group offers
international supply chain consulting as well as logistics and production engineering to large and medium-sized companies. Experience of more than 45 years in
countless projects led to the methodical approach of Supply Chain Engineering:
designing network structures, processes and intralogistics of supply chain. Strategy
and technology are equally taken into consideration because only the integration
of both elements will generate an optimal result. We offer our services as consulting partners in 24 offices across the world. Miebach has 380 employees and is a
leading international consultancy for logistics and supply chain design. Due to our
presence in the key regions Europe, Asia, South and North America we can support
our global customers effectively with our local background knowledge.
Expert Know-how
For more than four decades we have been developing innovative logistics solutions
with the expertise required for efficient and functional supply chains: Miebach
Consulting’s strength is the integration of this expertise to offer holistic solutions
which exceed the expectations of our customers. We design strategies, develop
commercially viable concepts and specify IT solutions as well as technical installations down to the last detail. We assume responsibility and implement the developed solutions. Furthermore, we support our customers from the commissioning
phase to the fine-tuning during live operation. We believe that the extra service
helps to achieve our customers’ vision in the best possible way. Our permanent R&D
initiatives often result in pioneering innovations.
Industry Specialization
Miebach Consulting offers consulting services covering a wide industry range. We
think that industry specialization is essential to exactly understand the specific requirements and processes of our customers. But we also believe that the exchange
of expertise between industries is the ideal way to develop innovative and best-inclass solutions for our customers.
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We would like to express our gratitude to all participants of the Study.
It is only through their willingness to participate that such surveys are
possible - especially with the background of their strategic importance.
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