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Back when | was a distributor, | remember how challendgimgs to control the transfer process.
It seemed like transfers just happened in spite of mydffests. Now don’t get me wrong, not
all transfers are evil. It just seemed like we had aflpt@duct on a permanent tour of the
locations.

As the name above implies, this is the second pahiérticle. If you happened to miss part 1,
| would be happy to send you a copy. In this half, | wéitbeshare a couple more ideas to help
you curb the flow of errant transfers. The fact thatrarely get compensated for this common
distribution practice results in a fairly significadrain on net profit. Managed properly,
replenishment through transfer can significantly redugelssgs at the branch level. It just
takes a coordinated effort.

Rank Your Customers

Before making the decision to spend our money to tratiseproduct, we need to ask
ourselves, “Is this customer really worth the investrfiehis is a touchy subject for most
distributors. We have taught our people to treat evertpows the same, but we ultimately
know that they have different importance to the compdnyorder to help your customer service
people make good transfer decisions, we need to give theitapildgf ranking information.

In previous articles, | discussed a method to rank custdmasesi on their contribution to net
profit. If you would like to get more detail about the noethcontact me and | will discuss it in
depth. The crux of the exercise is to establish diffeservice levels based on whether a
customer contributes to, or detracts from, your netitprof

Once the ranking as been established, you set up certdeliges around the transferring of
products. With your best customers, you wouldn’t think tvalceut spending the money. With
your worst, you wouldn’t even consider the transfenoking who you are transferring for will
help you reduce the number of items moving around the system

Use a Central Authority
Many of the companies | have worked with give transferatuthto everyone. It seems like

anyone is authorized to spend company money in the naocustoimer service. This practice
leads to a transfer free for all. Invariably, thsde to inventory surpluses all around the system.



In the scenario | mentioned above, let's assumewbatipe out the Seattle inventory. One of
their best customers calls in and wants some of thetupto An apologetic sales person says,
“Sorry, you just missed them. We had to ship them dowmttadd.” How happy is this
customer? They will probably say something like, “I daate what happens down in Portland.
When you opened this location, you said you would have wieg¢ded when | needed it. I'm
going somewhere else.” Do you think this location wikrerun out of this item again? | see a
large transfer in their future.

A central authority can help smooth out these issii&gy can analyze why the original location
was out of inventory and make the necessary systerstagjats. This will prevent future
problems, but more importantly it will prevent knee jeglations. A central buying authority
may know that this item can be sourced locally fogasonable cost. Using a central gatekeeper
of inventory removes the emotional decision making.

Examine the Current Transfer Routes

| recently worked with a large HVAC supplier with sevdogations. One of the challenges we
looked at was the space constraints in his hub locatitewwas having a difficult time staging
the transfer orders for each location. We worked ouharse where he was able to utilize the
trailers ahead of the transfer run for storage. This lwoking great and we could have just
stopped there. Feeling rather proud of myself for offemim@ workable scheme, | said, “Do we
really need to have a dedicated trailer for eachitmt@t | should have kept my mouth shut.
Over the next several hours, we analyzed the tramsfer sales volume, and the current routes
for each location. Ultimately, we figured out how tomdine a couple of the routes so that they
could better utilize the trucks and drivers. It all warkeit well, but sometimes you need to quit
while you are ahead.

All kidding aside, this was a worthwhile exercise for th&ributor. Take a look at the current
volumes for your smaller locations. Do weekly trarsfaake sense? Should we transfer a
larger shipment every 10 days instead? With reduced saleses in the current economic
climate, we may be better served to replenish lessiémtly.

Take a hard look at the use of your own fleet for transfg product. Common carriers may be
a more economic way to move inventory around. They lpeayore willing to negotiate LTL
rates these days. It's worth the effort. | nevenuhe lottery on the days | didn't buy a ticket.

| used to envy my friends who had single location opmmnati Bigger is not always better. When
you become a multi-branch company, the word transfercaitie up in every operations
meeting you hold in the future. Done well, branch neiplement can reduce inventory across
the entire organization. It is still the best wayded a new location. Look at the various areas |
have outlined and see if you can integrate them into yganmation. If you get stuck, just

send me a note. My job is to help you get past theseetsato profitability. Good luck.
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