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Order Fulfillment Value Stream Mapping

- SOHO Office Retailer -
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Process Summary
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The Current Front End Processes: Design to Order Confirmation

T — Attract customers: marketing, advertising, Adwords, web site etc.

Customer inquiry: showroom visit, phone call, e-mail, on-site visit

— Qualify Customer: Designer provides introduction to company and product.

Discusses the client’'s needs, wants and budget. Determine their buying potential.

<> —> — Terminate lead, manually record customer information and discussion notes
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<€4— If new customer, manually enter contact information —> :I

<€4—— Manually enter line items from drawing into system (take-off) —» :I

— Are all items and prices —» —» get current info and —> .

Is meeting in showroom?—» —» Schedule appointment —»
and drive to client location
for design meeting

Design the Solution: detailed design inquiry with client about their specific functional needs,
wants, delivery, budget, and conceptualize a solution with client. Gather all information
necessary to draft solution: room dimensions and obstructions, CAD Drawings etc. Manually
record the discussion.

Is information complete? — — Gather missing information — [

(second customer visit or
call)

Draft the Solution: create a CAD drawing based on the design concept using existing
and modified ACAD blocks.

Quote the Solution: create a quotation in system and print a paper document for théd——
customer.

available in system? pricing from vendor
and enter into system I:Lr—l

quote manually

Print quote: 2 copies per design scenario: 1 customer, 1 office

— Print drawings: plan views and elevations, 2 each per design scenario: 1 customer, 1
office
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Present Solution: review solution, drawings and quotation with client I

<> — Is meeting in showroom?>—» —» Schedule appointment —P. Py
and drive to client location g_

for design meeting s
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_—» Terminate project.
<> — Does the client accept? —» \ proj ‘
Revise, re-quote and
re-present to client. Up . -
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O — Have field dimensions —»

Does the client accept?

to 4 revisions
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Confirm the Order: Review solution, drawings and quotation with client. Obtain sign-off,

down payment, full payment, or company PO.

been verified? c
u

(i

— Schedule on-site visit with —» .

lient, verify dimensions, and
pdate order documents.
ncludes drive time)
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Create the Order Packet: Complete the required paperwork for internal order

fulfillment.

placed with Vendor A?

? — Isthe order to be —> —>

? —— Print drawings: plan views and

Review and verify quote accuracy.

elevations, and special panels: 1 set
for Accounting, 1 set for Operations

Fill out Pink Sheet, list all shop
preparation work that is need to
complete job for delivery

Is the order to be

placed with Vendor B?

—— Print system Quote, cross off non-
Vendor B items.

—— Write special notes on quote for
Vendor B; assembly instructions etc.

—— Print all special panels and note all

drilling for bases and grommet holes.

—— Print map and include information —— Fax all drawings to Vendor B
from onsite verification
X —— Collate and staple documents. Attach —— Wait for response from vendor

check, CC receipt, or PO to Order
Packet.
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@ —— Receive Vendor B Quotation by FAX.
If incorrect, revise and resubmit for re-
l quote.

—— Double check system quotes with
Vendor B pricing for accuracy.

—— Delete all line items not going to
l Vendor A.

—— Enter pricing from Vendor B
l quotation

—— Verify total price for the project
(bottom line pricing)

—— Print drawings: plan views and
elevations, and special panels: 1 set
for Accounting, 1 set for Operations

—— Fill out Pink Sheet, list all shop
preparation work that is needed to
complete job for delivery

—— Collate and staple documents. Attach
check, CC receipt, or PO to Order
Packet.

up

Place order in tray for pick up by accounting and operations.

end of process

Analysis:
Total Process Time in Minutes:
= Vendor A Order

= Vendor B Order

Total Process Cost (at $0.47/minute)

= Vendor A Order

= Vendor B Order

Total Value-added Time: (based on Vendor B Order TiMe).......cccooviiiiiiiiiiieniiie e e s

Total Non value-added Time: ...

Non Value-added as Percent of

PrOCESS.. .

Cost 0of NON Value-added PEIr OFUEN...... ...t s
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Comments and Observations:

1. This Value Steam Map is based on a $5000 ~ $7000 office typically designed and sold by
Designer 1.

2. The Analysis does not account for time spent on terminated opportunities or lost orders.

3. The Analysis considers only those activities that do not add value to our products and services
in the minds of the customer. It does not account for inherent waste in manual processes.

4. Some of the non value-added activities are required for order fulfillment and therefore cannot
be eliminated. However, we should look for ways to reduce the time spent on them, such as
with process automation.

5. The Analysis does not account for errors and omissions that result in result in additional
process time, especially downstream.

6. If we are incurring 222 minutes of non value-added time per order per designer, that would
suggest there is considerable amount of additional design and selling capacity pent-up in our
current process. Consider the value of this opportunity if each designer is writing 1 order per
week on average:

= $2 million in annual sales + 3 designers = $667K in revenue per designer

= $667K =+ 2080 hours worked per year per designer = $321 per hour of revenue
= $321.00 =+ 60 minutes = $5.35 revenue value per minute.

= $5.35 revenue value per minute X 222 minutes = $1188 of opportunity value

= $1188 x 3 designers = $3564.00/week

= $3564.00 X 50 weeks = $178,000 per year

= $178,200 + $2 million = 9% growth with the same staff and cost structure

7. In actuality, the real waste, when adding in errors, emissions, and resulting downstream
waste, would be greater than 222 minutes of non value-added.

8. Furthermore, the pent-up revenue opportunity, when considered along with the productivity
gains from automating upfront process such as the refinement, consolidation, and integration
of the quoting process to design, is probably significantly greater.

9. Therefore, increasing annual sales revenues by 10% through front end process improvement
should be realistically attainable.

10. Additional design and selling capacities may also be achieved through changes in organization
structure and responsibilities.

11. All reduction in non-value added activities drop straight to the bottom line as activities on new
sales opportunities increase.

12. Finally, this value stream analysis does not yet include the conversion of a quote to sales
order, purchasing, receiving, delivery and installation. That analysis is to follow within several
days of this document.
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The Current Back End Processes: Customer Order Processing

—— Gather Order Packets: Retrieve order packets from tray in office and
transport to the warehouse

open. Change status of Quote to sales order. Copies for Vendor B Quotes are
included in order packet and appear as a single line item in TAS quote.

? — Apply Payments: Record down payment in system. Manually enter amount.

Create Order Fulfillment Report: Assign ship date and run report

? —— Convert Quote to Sales Order: Log into system, locate quote by number and

Print Order Fulfillment Report: Attach to order packet

—— Identify ‘Net’ Material Demand: Manually verify inventory and
establish the exact amount required to be purchased

system for product to be ordered.

—— Create Purchase Orders: By customer project, create a system PO
by vendor. The PO to Vendor B is manually edited to reflect their
quote and listed as s single line item.

Print Order Orders: 2 copies: Attach 1 to order packet, accumulate
2™ copies for faxing to vendors.

to office for deposit.

? —— Create Recommended to Buy Report: Create net demand in

[

— Collate Documents: Reconsolidate Order Packets, return check

—— Enter Labor Forecast: Manually complete the paper labor forecast
for the required shop and installation labor to be performed. Dates
are based on the projected delivery date from the vendor.

:I — Edit Planning Calendar: Manually edit the paper Planning Calendar.

Enter the anticipated installation date (tentatively in pencil) based on

the planned delivery week from vendor.

— Sort the Order Fulfillment Packet: Separate the ‘Sales’ Section

of the Order Packet and return to the office for filing there. File

Order Fulfillment Package by ship date in the warehouse office

:I —— Complete Post Card: Manually fill out the post card notification of
l the forecast arrival date. Deliver to the office for mailing to customer

T — Fax Orders to Vendors: This is done either by admin staff
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? —— Enter PO’s into Log: Manually record the faxed PO into log sheet.

— Check Acknowledgements: Office (admin) checks and reconciles
the vendor acknowledgements against system POs for accuracy

O —» Do the documents —> —» Review discrepancy with —»
match? the vendor and adjust order

if necessary.

match? vendor ship dates in
system and in file. Amend

O — Do the ship dates —> — Manually correct the —>
calendar as required.

— File POs: PO’s are filed according to ship dates and await receipt of
shipment. Unconfirmed PO’s are filed (Not all POs are
confirmed/acknowledaed bv the vendor.

Verify Ship Dates: Bill retrieves the confirmed POs from the office
and verifies the ship dates for each order.

— Manufacturing Delay: Orders wait 3 to six weeks from the date of
PO to the date of receipt.

end of process

Analysis:

Total Process Time iN MINUEES ...ttt e e s

Total Process Cost (At $O.47/MINUEE) ......oiiiiiiiii i ettt et ettt aen e e
Total Value-added TiME........cooiii e et e et e e
Total Non value-added TimME: ... et e e
Non Value-added as Percent Of PrOCESS..........cccciiiiiiiiiii i

Cost of Non Value-added PEI OFTEN ... ....cociiiii i it e e aae e
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Process

Time
Receive Orders: Orders are delivered to the warehouse. Schedule 1
delivery time with driver.
Retrieve Paperwork: Pull PO from file 1
<> — |s there a PO for this —> —» Determine which customer —»
shipment? the product is for. 3
Unload the truck: Locate the packing list and remove from shipment. 15
Identify the load — ‘mark’ the shipment with customer name.
— Check in the Shipment: Compare the load to the shipping 15
documents and verify that the system PO and the packing list are in
aareement.
Identify Backorders: Determine if there are any backorders on the 2
shipment and make a record of discrepancies.
— Allocate Small Parts: Locate and pick small parts (hardware and 5
other purchased accessories and ‘stage’ with the load.
—— Receive PO’s: Open system and receive PO’s to system by ship 1
l date.
:I —— Receive PO’s: Receive PO’s by PO number. (mostly UPS) 1
? stamp PO'’s ‘received’ and date manually. 1
? combine packing list with Bills-of-Lading and deliver to Office (admin) 3
i‘ combine PO’s with Bills-of-Lading and Packing List (in Office) (admin) 2

end of process
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Analysis:

Total Process Time iN MINUEES ......cc.oiiiiiiii i et et e 50
Total Process Cost (at $O.47/MINUEE) ..ottt $23.50
Total Value-added TiME.......oouiii ittt e ettt 0
Total NON Value-added TimE: ... e e e et e e e e an 50
Non Value-added as Percent Of PrOCESS..........cccccoviiiiiiiiiiii i s 100%
Cost of Non Value-added Per OFTEN ... . ..o et ettt $23.50

Comments and Observations:

1. This analysis does not account for anytime spend spent to backtrack order errors and omissions
that occur as part of the quoting process.

2. Not all vendors product can be order through the system; therefore there are duplicate processes
that are not measured in this map.

3. The times included above are estimated and not measured.

4. The Analysis does not include the time spent transporting paperwork between the office and the
warehouse.

5. The Analysis does not account for system lag time (system response)

6. Several Process steps, such as inventory check and Ship check-in are not currently being
adequately followed and therefore, these times may be understated.
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