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Major tactical areas like handling 
holiday season demand and re-
lated labor management issues, 

as well as implementing omnichannel 
commerce and dealing with rapid changes 
in customer contact centers, are perennial 
challenges facing operations and fulfill-
ment professionals.

To help them address these challeng-
es, Multichannel Merchant convened a 
“power panel” of retail operations execu-
tives at its Operations Summit 2014. This 
group of experts collectively represented 
vast amounts of experience in facing and 
successfully overcoming just these sorts of 
operational hurdles.

Dealing with Peak Demand 
and Intense Seasonality

Much has been written and discussed 

about problems caused by delayed ship-
ments at the tail end of the 2013 holiday 
shopping season, most notably the legions 
of disgruntled consumers. As have many 
others, members of the MCM power panel 
said plans for tackling the 2014 holiday 
season—and avoiding a repeat perfor-
mance—began on Dec. 26, 2013.

Dan Marous, ex-
ecutive vice president 
of supply chain and 
IT for sports apparel 
brand Finish Line, 
said a major goal in 
2014 is leveraging the 

fulfillment capacity of the company’s 645 
stores to fulfill customer orders faster and 
more efficiently.

“As we get closer to the holidays, we 

want to tweak the system to allow us to 
direct those orders to stores where the 
mileage is as close to the local customer as 
possible, so we can be pushing that (cut-
off) date as late as we can and get it there 
by Christmas,” Marous said.

“We’re trying to 
get shoppers to shop 
sooner,” said Randy 
Jaunzemis, vice presi-
dent of distribution 
and ecommerce ful-
fillment for Guitar 

Center. “We didn’t suffer greatly with ca-
pacity issues (in 2013) until we got into the 
late cutoffs for next-day and second-day 
air. We continue to be very cautious as we 
approach (cutoff) dates.”

Jaunzemis said Guitar Center has a 
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“very ingrained” process improvement 
culture that helps the company address 
weaknesses that are exposed during peak 
season, including ways to increase net-
work capacity and leveraging omnichan-
nel tactics like in-store pickup and drop-
shipping.

Chip Edgington, 
executive vice presi-
dent of operations 
for plus size apparel 
retailer OSP Group, 
said it all comes down 
to planning. He said 

his director of logistics had conversations 
with FedEx in August about cutoffs and 
volume commitments. He also said he was 
surprised by the “dramatic fallout” from 
the shipping delays.

“I also question how much more we 
can expect from FedEx and UPS—there 
are only so many trucks and planes, so 
much capacity,” Edgington said. “At the 
rate ecommerce is growing, I think there 
are going to be limitations. It will be inter-
esting to see how things fall out this year.”

Both UPS and FedEx have announced 
major initiatives to address network capac-
ity at the 2014 peak, including UPS calling 
for the hiring of 90,000 to 95,000 seasonal 
workers—up from 85,000 in 2013—and 
FedEx saying it would bring on more than 
50,000 temporary employees, compared 
with 20,000 the year before.

Katie Langrock, 
COO of women’s in-
timate apparel retailer 
Commando, said 
planning for her goes 
down to the level of 
understanding fulfill-

ment center throughput to the half-hour 
interval at peak, in order to know what’s 
required from a network and personnel 
standpoint. She said the company brings 
in about 1,000 additional workers for the 
two-week run-up to Valentine’s Day, its 
peak holiday.

“We have about 200 people that come 
back season to season, through a bonus 
program we called ‘go away, come back,’” 
Langrock said. “If they leave and come 
back for Valentine’s Day, we give them a 
nice bonus.”

She said successful integration of sea-
sonal help comes down to making pro-
cesses as easy as possible so DC workers 
can be trained within a couple of hours for 
most jobs. “It can’t be overly complicated 
when you’re dealing with seasonality,” she 
said.

Hiring employees for the six-week 
Thanksgiving-to-Christmas peak is actu-
ally more challenging than the two weeks 
leading up to Valentine’s Day, Langrock 
said. “Over six weeks people became 
more comfortable and bad habits start to 
emerge,” she said. “But they’re on their best 

behavior for two weeks, so we get the best 
out of them.”

The Changing Face of 
Customer Contact

Edgington said OSP Group’s contact 
center associates are not as transactional 
as they were as recently as seven or eight 
years ago, when taking orders was their 
primary function.

“Now they’ve become more like per-
sonal shoppers,” he said. “A customer gets 
the catalog, sees something she likes and 
goes straight to the web for a deeper dive. 
Then she picks up and calls customer ser-
vice to talk about fit and features. So what 
happens in web volume is impacting our 
contact center significantly. Plus (associ-
ates) are managing social media and live 
chat, another significant impact.”

When there’s a negative post on Face-
book or Twitter, Edgington said a rep will 
spring into action, reaching out to the cus-
tomer and fixing the problem. “Hopefully 
she’ll repost and say, ‘I can’t believe they 
got back immediately about my concern,’” 
he said.

Jaunzemis talked about the phenome-
non of a single wrong order getting picked 
up in social media and impacting his oper-
ations. “At times, my entire staff is working 
on a single order someone has a problem 
with, and we ship out 10,000 orders a day,” 
he said. “Our CEO is on the web, on chat, 
Twitter and Facebook. The accessibility to 

The 2014 Operations Summit Power Panel speakers: (left to right) Katie Langrock, Kunal Thakkar, Randy Jaunzemis, Chip Edgington, Dan Marous.
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executives and giving customers a voice is 
something we’re very attuned to.”

Marous said contact centers have also 
become a great resource for mining data 
in order to understand defects in the sup-
ply chain and get to root causes. While 
many modern systems can track, analyze 
and report on that data, he said companies 
that don’t have them can’t use that as an ex-
cuse to not take advantage of data-driven 
insights.

“You can use something as grass roots 
as hearing from the call center manager 
that lots of calls are coming in about a 
particular issue,” Marous said. “Then you 
can take a week or so, a statistically sig-
nificant amount of time, to manually track 
the complaints in Excel and find out what 
the root cause is. In a perfect world you 
don’t have to do any of that, but you can’t 

fall into the trap of saying, ‘I don’t have the 
most sophisticated system in the world so 
I can’t mine data.’”

Edgington said it’s important that each 

customer be treated like they’re the only 
one OSP is dealing with at the time. He 
said the company works hard to make 
sure customers don’t see his operations 

2014 Operations Summit speakers Randy Jaunzemis, Chip Edgington and Dan Marous.

Dim WEight pricing cOulD altEr DElivEry lanDScapE
In response to rising fuel costs and the 

increasing popularity of online shopping, 
carriers FedEx and UPS both announced 
they would expand dimensional weight 
pricing by the first of the year. 

Currently, FedEx Ground applies di-
mensional weight pricing only to pack-
ages measuring three cubic feet or greater. 
This change will align the FedEx Ground 
dimensional weight pricing with FedEx 
Express by applying it to all packages. 

UPS already uses dimensional weight 
for domestic and international air services, 
as well as UPS Standard service to Mexico 
and larger packages sent to Canada. The 
company said it will also start using the 
billing method for all packages shipped to 
Canada through UPS Standard.

Dim weight pricing is a common in-
dustry practice that sets the shipping price 
based on package volume — the amount of 
space a package occupies in relation to its 
actual weight. As products shipped from 
retailers are often smaller items packed in 
larger boxes, they can take up a lot of space 
on delivery trucks but are priced at lower 
rates.

Doug Starcke, managing partner of 
parcel spend management company First 
Flight Solutions, said the moves by major 
carriers will likely lead to double-digit cost 
hikes for shippers when increases are fac-
tored in.

“Folks are realizing this falls outside 
their comfort zone, and now they’re more 
willing than ever to open up to third-party 
providers because it’s simple math,” Starcke 
said. “It’s not their core competency; grow-
ing their business is.”

Joe Bobko, principal of the Bobko Con-
sulting Group, said regional carriers could 
be a good alternative to address dimen-
sional weight pricing, but shippers needed 
to do deep cost analysis to determine if 
the numbers justified that option. He also 
said there’s no guarantee they won’t apply 
dimensional weight pricing themselves at 
some point.

“If you’re a shipper that has multiple 
pieces per shipment, regional carriers 
could be a good option,” Bobko said. “Or 
they could work if you need later pickup 
times or deliveries to areas where they can 
provide the same level of next-day service. 

But Bobko adds that regional carri-
ers are not always the best solution. Some 
regional carriers do apply surcharges, but 
typically the cost is much less than the ma-
jor carriers.

John Haber, founder and CEO of ship-
ping optimization provider Spend Man-
agement Experts, said he was struck by 
the timing of the announcement. When 
UPS announced another dimensional 
weight rate change in 2011 it came in the 
fall, causing many shippers to scramble to 
make contingency plans and absorb costs 
ahead of the holiday shopping season.

“I think they’re trying to appease ship-
pers by announcing policy earlier, as many 
of them weren’t happy with the timing the 
last time around,” Haber said.

Haber and others noted that major 
shippers are already working with UPS 
on cost mitigation plans related to the rate 
change, including negotiating customer 
dimensional weight divisors that would 
offset some of the additional costs.

Mike O’Brien

http://www.multichannelmerchant.com
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as a 900-person call center or an 800-per-
son fulfillment center. “I speak to a lot of 
customers from the office and get their 
emails,” he said. “It sounds cliché but we 
don’t want them to think we’re a large 
company based on how they’re treated. We 
want to create a great experience one cus-
tomer at a time.”

A Network Model
With all the emphasis on faster and 

cheaper shipping, also known as the Ama-
zon effect, retailers are scrambling to fulfill 
this increasing customer expectation.

Kunal Thakkar, senior 
vice president of op-
erations for ecom-
merce marketplace  
Newegg, said his net-
work optimization 
model calls for getting 
as close as possible to 

the customer in order to deliver on that 
expectation at a reasonable cost so prices 
remain competitive.

“If we maintain one or two DCs, our 
shipping cost to get to one- or two-day 
delivery is too expensive,” Thakkar said. 
“That means we need multiple DCs in 
order to have a better national footprint, 
and we have to use ground shipping so it’s 
cheaper and we can meet our price points. 
If we can’t give you pricing, you won’t be 

coming to us.”
Thakkar said Newegg is working on its 

eighth distribution centers, with plans for 
three more. “Once we do that, we know we 
have 80% to 90% of the U.S. population 
covered within two days, and 50% to 60% 
covered in one day by regional carriers,” he 
said.

There are a number of variables to con-
sider when choosing where to locate a 
new distribution center, Thakkar said. For 
instance, he said Texas has a good labor 
market, competitive lease rates, excellent 
infrastructure and proximity to distribu-
tion hubs of the major parcel carriers. He 
said Reno, NV is also a great location ser-
viced by regional carrier OnTrac, which 
can cover eight western states by one-day 
ground. On the East Coast, prime location 
options include Indianapolis, IN, Harris-
burg, PA and Atlanta, GA.

Marous said at Staples, where he 
worked for 15 years prior to Finish Line, 
the office supply chain used regional car-
riers for “a significant percentage” of ship-
ping volume. 

“Their quality has grown through the 
years to the point where you can expect as 
good a service from any of those providers 
as from UPS and FedEx,” he said.

Thakkar agreed, saying 15% of New-
egg’s volume is transported by regional 
carriers. “They have the same ability as na-

tional carriers when it comes to next day at 
probably the same or cheaper cost and the 
same visibility, which is key with online 
customers,” he said. “They want to know 
where their package is. We have great suc-
cess with them.” 

Omnichannel
Even though Finish Line has been do-

ing ship from store for 10 years and now 
fulfills half of its DTC orders through its 
stores, and is in the process of implement-
ing a new enterprise order management 
system (OMS), Marous said execution and 
adapting the culture are critical success 
factors in omnichannel.

“One of the things we try to do cultural-
ly is help store personnel understand that 
the online order they’re fulfilling is coming 
from a customer that has already chosen to 
do business with us,” he said. “They need 
to make sure that’s as much a priority as 
someone walking in the door.”

Marous said Finish Line also uses store-
level metrics and measurement focused on 
exception management that point toward 
training needs as well as its issues escala-
tion and resolution process.

“At the end of the day, a FinishLine.com 
customer doesn’t care if their order is ful-
filled from a DC or a store,” he said. “They 
care about, is my product on time, with the 
quality where it needs to be at a fair price. 
We try to emphasize all this with our team. 
So it’s all about systems, good culture and 
good metrics to measure where we are.”

Jaunzemis said one of the goals of Gui-
tar Center’s ship from store and telesales 
operations is to overcome an expectation 
on the part of customers buying used and 
vintage instruments that they’re going to 
be treated differently than those buying 
new gear.

“We want to be transparent to our cus-
tomers,” he said. “We need to have the dis-
cipline at the store level to execute to our 
service level agreements, and maintain ac-
curacy of inventory.” He added that a new 
order management system being installed 
this year would help in that regard. ■

Dan Marous speaks with a 2014 Operations Summit attendee. 
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