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A PERIODIC ASSESSMENT OF INDUSTRY TRENDS PROVIDED BY AND FOR WAREHOUSING PROFESSIONALS

CUSTOMER SERVICE

WERC member responses to a Fall 2009 survey.

Traditionally, Customer Service is one of those
but is hard pressed to define thoroughly and succinctly. In some contexts it is seen as an

activity required by the customer as part of, or as a follow up to, the sales process. From

another perspective, Customer Service is defined by the metrics and processes the function is

held responsible for. At the highest level, Customer Service is a corporate, strategic position

whose main organization-wide rubric is to continually achieve full customer satisfaction.

This study endeavors to assess the current nature of the function (staffing, key metrics,
turnover, trends) as perceived by practitioners in the age of the global supply chain and in a
context of great economic pressure.

WERCwatch findings reflect what WERC members are experiencing and predicting within their U.S.
distribution networks. There is no presumption that the findings are representative of an entire industry
sector, product category or type of firm. WERCwatch is published by WERC, 1100 Jorie Blvd., Suite 170,
Oak Brook, IL 60523-4413.
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EXECUTIVE SUMMARY

Survey Demographic®y type, the participants in this survey are a good cross section of
WERC’ s me #% area 3BLIoimgmnies. Just under 25% (14) are manufacturers, and
about the same number (12) are wholesalers. 85% of respondents are industry veterans, with
long tenure in their companies and 10 years or more in their current positions. Half of the
respondent’ &mpanies employ more than 200 Full Time Equivalent Employees (FTEs). One
third of survey contributors work for firms with one to two facilities with capacity ranging from
less than 100,000 to more than 1,000,000 square feet.

What Does Customer Service Meaf®% of the organizations represented report activities
supporting multiple and more all-encompassing definitions. By a margin of 2:1, respondents
cited Customer Service as their number one company focus over cost reduction, quality issues
or anything else, but this appears to contradict some of the recent changes and future
expectations about headcount, training, incentives and compensation. 60% of respondents
view their own Customer Service functions as a competitive advantage or better.

Customer Service Metricdot surprisingly, 86% of the current external metrics were defined
by the supplier and customer together. However, data on metrics utilized suggest that some
common best practices (first time problem resolution rate, order cycle time, cost to serve,
throughput or cost as a % to sales, for example) may not be as widely practiced as anticipated.

Customer Service Operationshe feedback clearly points to increased company attention
(98%, up from 88% last year), but not much increase in resources. 61% indicated no significant
change in staffing from 2007 through 2010. Turnover was 9.81% or 2.1 FTEs per year. One
third of respondents reported no recognition or incentive program for Customer Service. 40%
of respondents to training questions said they had no formal training regimen for CS
personnel.

Customer Requiremats. Customer requirements were the largest single driver of change at
22%. The most common future changes planned in technology (47%), which was also the most
commonly chosen option on respondents’

Conclusions. Participant expectations are that customer requirements will continue to drive
Customer Service activity in the near term. At the same time, organizations do not anticipate
adding resources to meet additional requirements. Suppliers have looked to technology to
close gaps in their operations, and seem to be banking on help from this resource in the
future. Both the application of technology and the utilization of some best practices appear to
lag behind cutting edge firms in the industry and appear to offer the greatest opportunities for
both improvement and competitive advantage.
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DETAILED SURVEY ANALYSIS

Section 1Respondent Demographics

Fifty-five WERC members responded to our survey and their demographic data suggests that
they are a good cross section of the membership. Slightly less than half of respondents (47%)
are 3PL companies; just under 25% (14) are manufacturers and about the same number (12)
are wholesalers.

It should be noted that for a number of the questions in this survey, there are more than 55
responses as participants are encouraged to select all choices that apply to accurately respond
to the question. If nothing else, this is clear evidence that organizational and functional
boundaries are being expanded or are just plain breached as companies change their service
offerings in the name of growing the business. Nowhere is this more true than among 3PLs.

Similarly, not all respondents answered all questions. Where data is limited, no discussion or
conclusions are drawn. The number of responses if over or under 55 is noted.

1-4. Company typeRespondents were concentrated in three categories —3PLs,
manufacturers and wholesalers. (59 responses)

Responses
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other4 5.4% y

1-5. Industry. The mix is somewhat more evenly distributed among generic 3PLs (20%),
general distribution companies (25%) and food or beverage firms (18%).
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1-8. How long in the industryThe information comes from seasoned practitioners, 85% of
respondents are industry veterans of 10 years or more.

Responses
i} 10 20 30 40 50 &0
) ) f f L
A
less than 1 year
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1-Fyears |
1
3-5 years+

]
5-10vyears4 10.9% | |
. 47

mare than 10 years 55.4%

1-9. How long with this ompany?Company tenure is slightly more varied. Almost 62% of
our participants have worked for their current organization for more than a decade. The
remaining 38% are spread across a range between one and up to 10 years.

Responses
1} 3 10 15 20 25 30 35 40
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1-10. How long in this positionMore than one third of respondents (20) have held their
current position for more than 10 years; about one fifth have held the same position between
5 and 10 years, 3-5 years or 1-3 years.

Responses
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1-11. What is the size of your compangivision relative to others in the industry

To get a better feel for the source of the input, we asked participants to identify themselves as
to organizational size using several different criteria. One was size as their industry sees them.
The answers are well spread across the three major participant groups: 40% of respondents
regard themselves as medium-sized while about one-third identify as small companies.

Responses
1} g 10 15 20 25

small 37.7% [)18

medium 40.0%
L/

. 15
large 27.2% \I

1-12. How many FTE associates are employéddd ot her expr essi on of si
total of Full Time Equivalent Employees (FTEs). Half of the respondent companies employ
more than 200 Full Time Equivalent Employees (FTEs) while 18 percent have between 51 and

100 FTEs.

Responses
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1-13. Total FTEg Customer ServiceRespondent size as defined by Customer Service
headcount is tipped to the small end of the spectrum. 41% of responding firms had 10 or
fewer FTEs in Customer Service; another 30% were staffed with between 11 and 25 FTEs.
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1-14. Number ofplants/DG. Size as measured by the number of plants, DCs or facilities per
respondent is more diverse, spread fairly evenly across a range from one to more than
16, with one third of survey contributors working for firms with one to two facilities.

Responses
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1-15. Total square feetunder roof. Where size is assessed as square feet under roof,
respondents fall into two categories —those whose capacity exceeds 1,000,000 square feet
(45%) and everyone else —divided roughly equally among four sizes between less than 100,000
square feet and more than 1,000,000 square feet.

Responses
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If Regional, what Rgion of the country?29 respondents (53%) characterized themselves as
regional and the two largest groups of respondents were the Mid-Atlantic and Pacific regions —
each just under 15% of the total.

Responses
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Section 2What Does Customer Serviceddn?

The second section of the survey explored the meaning of the term Customer Service as seen
through the participants’ eyes.

2.1  Who is your customerselect all that apply)?

e internal company functions e on-line

e manufacturers e catalogue

e wholesalers e all of the above
e retailers e other (specify)

Participants reported one or more of 25 combinations of the customer choices listed above.
They reach these customers using from one to as many as five or more different distribution
channels.

Number of Channels Served

= ONE CHANNEL

B TWO CHANNELS

O THREE CHANNELS

O FOUR CHANNELS

B FIVE CHANNELS

O RPN WbhHh Ul ON
TR T S A

= MORE THAN 5
CHANNELS

2.2 Howdoes your organization defin€ustomer Service?
e Corporate strategy e All of the above
e Specific measurable performance e Other (specify)
e A customer compliance activity

The smallest number of responses to this question (20%) was to the narrowest definition of
“compl i aBycoatfast, 0% bf yhe organizations utilize all three definitions, consistent
with what we would regard as a best practice approach. This is not surprising in light of the
shift in relationships over the past decade from a supplier-driven system to one that is much
more customer controlled. (66 responses)

Responses
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™ 20
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acustomer compliance activity 210.0% E ]I
AP
all of the abowve 4 40.0% ]
v
. 1]
other {please specify)




Some firms emphasize two of the three approaches.

CS Defined

40%

30%

20% Corp.

Strategy Strategy & Measurable Perf

Strategy & Compliance

10%

0% Measurable Measurable Perf

Performance & Compliance

2-3. Which does yar company rank as its #1 focu®y a margin of two to one, respondents
cited Customer Service as their number one company focus (over cost reduction or quality
issues). The importance of understanding this statement will become more evident as we
review the data below.

Responses
1] 5 10 15 20 25 30
1 1 1 1 1 1
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cost cantral or reduction 4 15.1% | |
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2-4. How does your companyate its Customer Servicéunction? 60% of respondents view
their own Customer Service functions as a competitive advantage. This calls to mind the image
of the occupants of that fictitious Minnesota town made famous by Garrison Keillor of

National PublicRadiowh er e “ al | tbhoev ec haivledrraegne .a’r e a
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same level of credibility might apply to the responses to this question.

Responses
1} 10 20 30 40 50
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important 4 18.1%
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nat important at all

2-6. Does your organization have a single executive who is responsible for Gusto
Servicedf more than one, how many®0.9% of responses indicate that there is a single
executive in charge of Customer Service. And roughly half of the top Customer Service
executives across all company types are part of senior management. Among 3PLs, the top
executive group includes the President, CEO, COO or a member of the Board of Directors.

Top CS Exec = Sr. Mgt. - % by Co. Type

@ Pres/CEO/COO/BoD
(3PLs)

B VP/SVP/Ex Dir (3PLs)

60% -
40%
20% -

O VP/SVP/Ex Dir (MFGs)

0% -

0O VP/SVP/Ex Dir (Whsle)

When the top Customer Servicee x ecuti ve isn’t at the t

reports to someone who is.

Top CS Exec Reports To...

GM BOD
9% 4%

23%
CEO, COO

17% vp
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Section 3Metrics

CS Processes Monitored Daily

25%

20%

15%

10%

5%

0%

1

O ORDER HANDLING

O ON TIME DELIVERIES

B CUSTOMER FEEDBACK
B TRANSPORTATION PERF.
B INVENTORY ACCURACY
OPROBLEMS SOLVED

B SHIPMENT VELOCITY

B FILL RATE/SERVICE LEVEL

O CUSTOMER DEFINED METRICS
B QUALITY

O INFORMATION ACCURACY

B INVOICING

O RESPONSE TIME

B TOTAL CYCLE TIME

3-1. What are the most important S
processes you monitor daily23% of
respondents most closely monitor one or
more stages of order handling (order taking,
order entry or order processing and in
transit status). Fill rates and service levels
were the next most frequently cited
activities at 20%. On time deliveries ranked
3" at 18%. Surprisingly, customer-defined
metrics ran a distant 4™ at 8%.

3-2. List the top metrcsassociated withthose processes your organization When asked
to cite the top metrics used by the organization, the following ranking emerges,
suggesting the relative importance of the metrics involved.

Fill rate 34%
Ontime delivery 30%
Order completeness | 15%
Order quality 15%
Compliance 8%

If frequency of usage by respondents, rather than order of appearance in the survey, is used as
an indicator of importance, on time delivery and fill rate reverse rank. However the same five

items float to the top of the list in both views.

Popularity of Items Cited As a Top Metric

Ontime delivery 36%
Fill ate 28%
Order quality 24%
Order completeness | 8%
Compliance 1%

Comparison with outside data also adds some perspective. A University of Tennessee/CSC
study just over a decade earlier indicates something of the perceived value placed on the top
processes, and how it has changed over time. While on time delivery ranks first in both
studies, full customer compliance is, at best, implied among the top 5 in the earlier study.
Quality is also implied (see O, S & D or Invoice Accuracy) but is not ranked as high as it is in this

most recent study.
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100%

80%

60%

40%

20%

0%

Most Important Metrics

O On Time Delivery

B Order Fill Rate

0O Stockouts/Backorders

0O On Time Order Handling

B Line Level Fill Rate

O Customer Service Performancec
B Order Cycle Time

O Invoice Accuracy

BO,S&D

CSC/University of Tennessee, 1998

It’s also worth noting that a number of other important metrics were cited only occasionally by
the WERC members in response to this question. (The order of mention may or may not bear on the

priority or importance which the responder places on the metric.)

First in order of mention

Second in order

Third in order

Call abandonment rate

Dropped calls

Cost to serve

Charge backs

First time resolution rate

Backorders

Safety

Throughyt

Order cycle time

Cost as a @ sales

Number of redeliveries

Although one can speculate about the reasons whyt he s e i

t ems

don’t

prominently in the most recent survey data, more importantly, many of them — especially
order cycle time, cost to serve, throughput and cost as a percent to sales —are well
documented as measures that can, in fact, afford their users significant competitive
advantage. (They have been in use among many industry leading organizations for more than a
decade. See World Class Metrics, Michigan State University and the Council of Logistics
Management, 1995. 21° Century Logistics, Michigan State University and the CLM, 1999 and
recent work by Manrodt and Vitasek, DC Measures, published by WERC and DC Velocity.)

It ' s

al

SO

possi bl e

relevant to Customer Service.

t hat

S 0me

survey

partici

3.3  Who defines the metricBy a margin of 60 points (67%), WERC members clearly share
the metric definition process with customers more often than not.

0 10

Responses
20 30

40

50

ﬁj?
the customer 16.5%

the supplier

)
16.3% ||

bath 4 67 2%
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The results in this latest study differ significantly from some earlier studies where this question
was asked. Below is a list of the nine most important metrics listed by popularity in the 1998
study, six of which were identified as more often defined by the customer.

More Often
Defined by
Top9 of 19Veasures Rank % Using Customer
On Time Delive 1 86
Order Fill Rat 2 75 X
Stockouts/Backord 3 62 X
On Time Order Handl 3 55 X
Line Level Fill Ra 3 55
CustomeService Performar 6 63 X
Order Cycle Tin 7 63
Invoice Accurac 8 69 X
O,S&C 9 61 X

CSC/University of Tennessee, 1998

The 2009 numbers suggest an increasing mutual interest in or a requirement to define the
metrics together (70%). Here only 15% were defined by the customer alone.

When broken down by company type, 36% of manufacturers defined their CS metrics
independently. By contrast, only 15% of 3PL and wholesale firms defined their key metrics
alone. In part this shift over time can probably be accounted for by the growth in the number
of 3PLs in the industry.

3-4. What other Customer Service metrics gou use which are not listed above®/e
gathered some additional insight by asking respondents to tell us about other metrics not
previously identified, differentiating between those considered internal versus external
metrics. The internal data shows a fairly wide distribution of items used by participants, the
least popular metrics (cash to cash cycle, ROA (Supply Chain) being used by only 15% of survey
respondents. (152 responses)

Responses
a 5 10 15 20 25 30 35
1 1 1 1 1 1 1
) i 20
item fill rate S36.3% | ]
. i ™ 18
line fill rate+ 32.7% ||
. 21
order-to-order cycle time 38.1%
cash-to-cash cycle time 14.5% | :I
, \&
roa {supply chain) 14 5%
—— ¥
27
Costio serve 43905 [)
. ™ 20
custamer profitability S6.5% 1]
L.
. e HBD
custamer campliance execution 54 5%
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As might be expected, fewer internal
metrics bear the fingerprints of the Internal Metrics Defined By...
customer (49% vs. 70%). 49 Responses
14% Customer

As for external measures not already

discussed, participants told us that more »

of the additional metrics listed in the Supplie 51%
guestion were in use, with the smallest 3%

number of users being at least
40% (see return rate and

reliability below).

What other CS metrics do you use? (external)

Responses
a 10 20 30 40 50
! 1 1 L f
' Ar
arder fill rate 52.7% ||
3
perfect order rate 45.4%
. . I 37
on-time delivery 57.2% |
|/
22
returh rate 4 40.0%
. . 41
general customer satisfaction 74.5% I)
S : oy 2
reliability 4 41.5% |
L/
_ i o . 20
respansiveness 1o inquiries 52 7%

As might be expected, 86% of these external metrics (in use among 51% of respondents) were
defined, at least in part, by the customer versus 70% for metrics in general.

Other Customer Service metrics that are important to their respective organizations but not
cited above included: Carrier Compliance, Carrier Dwell Time and Electronic Communications.
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Section 4 Customer Servic®perations

4-1. Over the past two years has theustomer servicescope of responsibility broadened or
narrowed?The responses to these questions both for two years ago and last year give a strong
indication of increased company attention to Customer Service issues (88%). For the coming
year, the feedback was even stronger, jumping by an additional 10 points to 98%.

4.3 Inthe past year the trend has been to devoteore/ fewer resources (labor,
technology, money) to Customer Servic&?e responses to this question were not
encouraging. The past two years came in at about 81%, with an increase for the coming year of
four points to 85%. In question 4-9 below, 61% of those who replied to that question forecast
no change in headcount in the coming year. Either firms who replied donotviewp ay i ng
attention” t o i@Gdudingareesour@staavcomplish thairsgoals or their
representations for the near-term future are contradictory.

Perhaps the best explanation for these replies, assuming that this data is representative of the
real situation, is that companies clearly anticipate doing more with less in the months ahead.
y e a tisandinproxeraeatt seee n

That view seems to correlate withthep r i o r

already from technology changes (see 4-4).

4-4. How important have technology improvements been f@ustomer Servicen your
organizaton? 50 of 55 (91%) respondents told us that technology improvements have been
either very important or moderately important in the immediate past. This includes both
improved capabilities and more efficient performance by Customer Service agents.

Responses

a g 10 15 20 25 El] 35 40
1 1 1 1 1 1 1 1

. I 32

very important - S5.1% |
) 1% '
moderately important 4 52.7%
]
neutral{ 7.2%

not very important 4

not important 4

4-5. ldentify any important technology improvements for&nade in the past two years.
Drilling down into the kinds of changes that survey respondents identified as most important,
it is easy to see where further Customer Service performance improvements might be

expected to come.

The most important improvement by far was
reporting or other communication with
customers. It was cited specifically by 34% of
the survey population. New software ranked
second (25% of respondents). Th e gr o
experience was summarized by one

respondent as “..mor

mor e

€

35%
30%
25%
20%
%
10%
sd6
0%

CS Tech Improvements - Very Important

0 Reporting,
Communications

Applications

Applications

Lster .
B WMS Software

Q)

B New/Upgraded Software
O Customer Management

0O Enterprise Software
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Respondents also reported both positive customer feedback and higher customer expectations
(the other edge of the sword).

What changes have resultedrhe feedback here falls into four categories:
A Greater customer access to relevant data, improved visibility/monitoring and tracking

> > >

Order error reduction, improved invoice accuracy
Shorter cycle and lead times, faster responses and turnaround times
Improved performance especially tighter delivery windows and better fill rates

WMS software was the least often listed technology change, probably because the market for
that software application package is fairly well saturated (i.e., most organizations already have

one). Changes here are more likely to be upgrades or enhancements, not whole cloth

additions or replacements.

4.6 IsCustomer Serviceentralized? Y/N Was it two years ago®Will it be next year?For
two-thirds of organizations Customer Service is centralized and has been that way for at least
two years, a design not expected to change going forward.

4-9. Numberof FTEs ilCustomer
Servicetoday? Two years ago?
Next year?61% of those reporting
(50 replies) indicated no significant
change in staffing from 2007

through 2010. For 2009

only, 16%

saw shrinkage in their staff
numbers and another 7%
anticipate shrinkage in both 2009

and 2010. 11% reported

growth in

staffing in 2009 and 5% grew in

2009 and also expected growth in the coming year.

61%

% Gain/Loss of CSFTEs - '08-'10

11%
5%

16%

7%

O+ 09

W +09 & 10

0-09

0-09&10

B Flat (</= 2 FTEs)

4-10. Average time in the positionTenure in Customer Service positions was pretty
consistent across the survey population. 43% of the responses identified the average Customer
Service tenure among their staffing as three to four years. Another 41% reported average staff
tenure of more than five years. Customer Service staff time on the job of more than 10 years
or less than two years when combined pertained to less than 16% of participating firms.

Responses
1} S 10 15 20 25 20
1 1 1 1 1 1

Em— 4

1-Z2vyears{ 7.4%
23
3-4 years 47 5% []l
A

54 years 40.7% |

;}5
104 years o 9.2%

Total Number of Responses for this Item: 54
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4-11. Average compensation: $ ? 34 participants provided compensation data. The
average rate was $37,500, across a range of $22,000 to $83,000. The high end figure is

exceptional; without it, the average compensation for these organizations’ Cust omer Servic
representatives is just over $36,000.
AVEIage.....cceevveeiveeenrean $36,000 Range $22,000 TO $83,000

4-12. Do you have a recognition program for those who perform exceptionally waI®

In an age when customers drive much of Supply Chain behavior and given the focus discussed
earlier, it was surprising to learn that a third of the 50 respondents for this question (31%)
have no recognition or incentive program for exceptional performance in Customer Service.

Among those who reported no such program (17 respondents), 11 were 3PLs and another 4
were manufacturers. By industry, these firms were spread evenly across three groups: food
and food service =2; distribution = 2 firms; consumer goods = 3 firms.

4-13. Departmental turnover rate 17 firms reported both staffing numbers and data on
turnover rates. Two thirds (69%) of these respondents had Customer Service populations of 25
or fewer FTEs.

Size of Turnover Respondents by # of CS FTEs

Respondents reporting the lowest

turnover rates (less than 5%), plus 6% 15%

those identifying their turnover 4% 110 6%
rate as “small B’ “ver ni "
together constituted 62% of all 1124 6%
respondents.
25%

TURNOVER RATES

0>101 ®76-100 O50-75 02549 W 11-24 @ 1-10
Lots 3%
Small, Very Low, Nil 26%
0% - 4.9% 36%
5-10% 19%
>10 16%

Using only those respondents who reported both data on turnover rates and on the number of
FTEs in the department (16 firms), the annual average turnover rate rounds out at 10% and
equates to 2.1 FTEs every year. (The highest rate here was discarded as an outlier in
calculating the annual turnover rates above).

Even a high level estimate of the basic replacement cost for Customer Service probably
amounts to $15,000 or more annually for the smallest departments, before training, loss of
experienced staff and all the other invisible costs that pertain.

4-14. How do you calculate turnoverPwenty-two participants responded to this question.

Two said they dTowo totthrearcsk rtehpiosr tietde ni.hat t he met
their situation. The remainder reported tracking annual departures for any reason (x) by

period as compared with the number of FTEs on staff(y). (x/y = rate.)
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4-15. FormalCustomer Servic&aining? Again, considering the widely-touted role of the

customer in today’s business envirgament, not
48 respondents a surprising 40% (19) said they had no formal training for Customer Service

personnel.

We>ei<s of Focusesdzg;ramln( The amount of training by companies who
12 8%0 provide it averaged between two and three
> 3204 weeks. Where time was reported as a range,
4 12% the high end of the range was used.
8 4%
10 12%

The wide variation in focused training suggests the wide variety of activities subsumed by the

term Customer Service and probably describes the size of the gap between leading-edge firms
with best practices in place versus those who are emblematic of a previous time or who work

in situations which require only rudimentary Customer Service skills and support.

4-16. Rate degree oCustomer Servicempowerment to resolve problemsCustomer service
is perceived to be relatively well empowered . . . (53 responses)

Responses
a g 10 15 20 25 El] 35 40
1 1 1 1 1 1 1 1
. 13
very high4 23.6%
. . 32
maoderately high S5.1% [ )
A —
moderately low-{  10.59% |
j‘.
wery loue-

butt he degr ee o f hasnetohpngedsigrifinaatlp ih the past two years, despite
avowals regarding greater corporate attention and resources to Customer Service.

4.17.How has this changed in the past year?

Responses
0 10 20 =] 40 50
1 ) L 1 L
15
greater empowveerm ent 27 2% |:)
: ™ 30
SAME BMpowerment 5 70.9% |
; J
less em povwerment 4

4.18. Few firms in this survey have engaged in outsourcing Customer Service in the past, or
are planning to do so in the future.
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Section 5Customer Requirements

5-1. How have they changed in the past two year6@mpliance requirements have changed

significantly for 45% of survey participantss Anot her 45% characterized the
One indicated “No Change.” By industry, roughly as many responders reported many changes

as those who reported few.

Have CS Requirements Changed in Last Two
Years?

8% 2%
45%

45%

|m None m Few 0 Many O NA

5-2. Reported hvangedrivers fell into
four major categoriesOf the 55 survey
respondents, 35% did not provide data for
this question or were unique in their 13%
replies. Customer Requirements were the 13%

largest single driver at 22%, followed by
cost factors at 17% and technology
changes and the economy, both at 13%. 17%

Drivers of Change

35%

22%

|El Other/NA B Customer Requirements O Cost O Technology B The Economy

5-3. How are changes communicated?
Not surprisingly, the majority of changes are communicated by electronic means (43%), with
the sales force being the next largest avenue for getting the word out about changes (27%).
Written documentation came in at 22% and face-to-face meetings at 8%.

5-4. What are the implications of norcompliance9% experiencechargebac ks or “f i nes
when there are compliance failures. 41% described the response to customer compliance
failurei n t erms of “ | o ssslesar profitmargini. ness, ” not just

5-5. Future changes anticipated®ooking
to the future, participants indicated that
the most common changes now in the
planning phase are in the technology arena
(47%), followed by process changes and
quality and training (33%). A few
organizations (10%) plan no changes.

5-5 Planned Future CS Changes

10%

47%

O Technology B Processes, quality, training O Metrics O No Changes
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5.6 What impact will these have on Customer Service

Scope ofesponsibilityand authority. 43% of the
respondents anticipate that they will be expected to ch
shoulder more responsibility for fielding customer 220 anges
inquiries, providing additional status or other

information about customer orders, and to resolve

customer problems. By comparison, 35% anticipate

_"“; 43%
no significant changes. 25% expect increased

authority and 45% of respondents expect no change | Bincreased Resnonsihility |

Impact of Upcoming

35%

in the scope of authority.

Number of FTE®While most managers (98% in question4-1 and 2) expect
be paid to Customer Service and expect more resources to be applied (85%), 61% report no
plans to change the headcount.

Unless this illustrates productivity gains through Resulting Number of FTEs Needed
the use of technology in lieu of staff (or due to
some other unidentified change), some 20% 20%

organizations are looking at the future through rose
colored glasses. The contrast is also reflected in 10%
fully 50% who signal no change and 10% who

. . . 50%
indicate work force reductions as a consequence of
expected changes in the demands on Customer B More FTEs B Same Number of FTEs O Fewer FTEs O Other

Service.

Training requirements The fact that quite a few respondents (40%) are looking to increased
training may help explain the apparent contradictory perspective on FTEs. Training would
certainly be one approach to improved performance across Customer Service. On the other
hand, 55% expect no change.

mor e

CompensationThe same kind of conflicting expectations are
evident regarding compensation. Even with no additional 11%

resources, 39% of the survey group indicated that they 39%
anticipate an increase in compensation. Perhaps this is
intended to help attract a higher level of talent —a strategy so0%

that is sometimes pursued in answer to the pressure to do

Impact of Changes on Compensation Requirements

“mor e wis@%lexpdct@ascisangé in compensation.

@ Increased Compensation @ No change O Other

Section 6 Wish List

CS Changes Wish List

What is the single most important change yauould make
to improve customer service in your company today, if it
was your choiceTechnology was the largest single“ wi s h
| i igetn feported at 32%. The largestitemsi n t he “|Ot a
category are improved inventory management and improved 54%

work quality. %

32%

%

@ Technology Upgrades B Increased Training
0 Standardization 0O Other
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Conclusions

Participant expectations are that customer requirements will continue to drive Customer
Service activity in the near term. At the same time, organizations do not anticipate adding
resources to meet additional requirements. Suppliers have looked to technology to close gaps
in their operations, and seem to be banking on help from this resource in the future. Both the
application of technology and the utilization of some best practices appear to lag behind
cutting edge firms in the industry and appear to offer the greatest opportunities for both
improvement and competitive advantage.

WERC members are distribution and warehousing
professionals who lead, direct and manage the efficient
flow of information, materials and finished goods
throughout the supply chain.
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About WERC

The Warehousing Education and Research Council (WERC) is the professional association for
those in warehousing and distribution. WERC is a non-profit organization with individual
members who work for manufacturers, retailers, wholesalers, distributors, warehousing and
logistics service providers, consultants and others who provide products and services to the
warehousing industry.

WERCGO6s mission is to provide | ealketa®lhi p i n
science of warehousing management and to enhance individual development. To fulfill this
mission, the organization offers a variety of programs and services.

A The Annual Conferenceis an unparalleled opportunity for professional education and
networking. More than 700 warehousing professionals attend this three-day event, held each
spring, which has more than 60 sessions, group discussions and facility tours.

A WERC seminarsfocus on the realities of working in a warehouse. Small classes and
instructors with real-world warehousing experience provide an ideal learning environment.
Topics cover warehousing management issues and seminars are offered in locations across
the U.S.

A WERC research reports and publicationsare written by experts and cover industry trends
and concepts.

A The WERCshee$ our newsletter, issued 6 times a year, provides easy-to-read, in-depth
coverage of warehousing issues. Articles are written by contributors who know the industry
and the issues.

A WERCouncils, located throughout the U.S. are local groups of warehousing and
distribution professionals who offer programs and networking opportunities to stay
informed on whatds happening Ain their own

A Log onto the WERC web siteat http://www.werc.org to find WERC events, feature articles
from past WERCsheetslown-loadable reports, an industry event calendar, and other
helpful resources. You can register for WERC seminars or the Conference or purchase
publications online.

Contact the helpful, friendly staff at the national headquarters office for more information.
1100 Jorie Boulevard, Suite 170
Oak Brook, IL 60523-4413
PHONE 630.990.0001
FAax 630.990.0256
E-MAIL wercoffice@werc.org

WAREHOUSING EDUCATION AND RESEARCH COUNCIL

VE£RC

THE ASSOCIATION FOR DISTRIBUTION PROFESSIONALS
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