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Merchants in 2015 are faced with 
major challenges in fulfilling or-
ders from multiple channels, in-

cluding web, mobile, in store and catalog, 
and doing so in increasingly rapid fashion. 
As customer expectations of immediacy 
continue to rise, driven by Amazon and 
others, two-day shipping has become 
more of a standard expectation—often 
free—with even more rapid fulfillment op-
tions gaining momentum as well. Previous 
day delivery, anyone?

Many retailers, both traditional and 
pure-play online, have experienced tre-
mendous growth in ecommerce sales. 
Along with this growth, however, comes a 

large increase in the volume of order pro-
cessing, as well as a decrease in the num-
ber of items per order, typically one or 
two items each. These so-called “each” or 
“piece” orders can be very labor intensive 
and expensive because of the high labor 
component, including training and high 
worker turnover.

“Along with booming 
ecommerce, you’ve got 

the same-day deliv-
ery thought process, 
with consumers 
wanting more conve-

nience and faster deliv-
ery,” said John Kemp, 

owner of Kemp Systems and Associates, a 
material handling consultancy. “This focus 
on getting things out the door more quick-
ly can lead to docks being more congested 
as the volume of orders increases but with 
fewer large orders.”

This issue has led the Material Han-
dling Institute to promote the training of 
technical school students in order process-
ing and material handling techniques, as 
there is a shortage of these types of work-
ers. “With ecommerce, you need more 
people than what traditional retail opera-
tions require,” Kemp said.

To make the magic happen, distribu-
tion centers now find themselves in a new 

automation makes 
Ecommerce Order Fulfillment 
more Efficient
By mikE O’BriEN
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role, serving as the primary connection 
between companies and their customers, 
putting additional strain on already over-
taxed facilities. Increased volume, deals 
and shipping promotions frequently re-
quire retailers to be able to fulfill fluctuat-
ing volumes of online orders for delivery 
to consumers within 24–48 hours.

While labor is certainly a major com-
ponent, the issue goes beyond finding 
more manpower. Many high-volume dis-
tribution centers face a growing logistics 
challenge: How to process small-quantity, 
mixed-SKU orders for on-time shipment. 
Many factors contribute to this dilemma, 
including shifting demographics, niche re-
tailing, mobile commerce, faster product 
introductions and shorter lifecycles. This 
makes small quantity, multiple SKU orders 
increasingly difficult to handle by conven-
tional means.

Sometimes comprising thousands or 
tens of thousands of SKUs in an assort-
ment of packaging styles, inventory needs 
to be stored, picked and shipped with a 
very high level of efficiency to optimize la-
bor usage and minimize operational costs.

DC Automation Evolving to 
Address Demand, Reduce 
Errors

Kevin Thompson, dis-
tribution systems 

manager at outdoor 
outfitter Cabela’s, 
said because the 
company started in 

catalogs that ecom-
merce growth has not 

been the main driver for automation. “It 
has been reducing labor, packaging, and 
postage expense by right sizing our out-
bound packages, moving more volume to 
bags, and increased automation for pack-
ing,” Thompson said.

Thompson said automation has helped 
Cabela’s address the growing demand for 
shortened time to customer by increasing 
the number of units that can be processed 
per day, allowing its DCs to get more out 
the door faster. “This has another benefit—

the increase in volume helps us increase 
our case picks and thus reduce mis-picks 
as well,” he said.

Among other things, Cabela’s has im-
plemented shipping sorter automation, 
which sorts parcels and cartons for small 
package and TL/LTL outbound loads, tilt 
tray sorters for packing sortation, auto 
boxing and auto bagging.

Troy Van Wormer, vice 
president of opera-

tions for nutraceuti-
cal seller iHerb, said 
the company’s 
goods-to-person au-

tomation system has 
helped cut down on mis-

picks by showing associates on screen the 
order number and what items are sup-
posed to be included. “They may see a 
wrong item when picking their unit, so it 
provides a double check,” Van Wormer 
said. “The person with the last pick is re-
quired to make sure everything is correct.”

An additional check on order accu-
racy in iHerb’s system, Van Wormer said, 
is its ability to weigh the completed order 
and let pickers know if anything is off. “It 
compares the actual weight of the order to 
what it’s supposed to be, including the box 
weight, and if it’s not within a certain toler-
ance, the order is kicked off to the quality 
control area,” he said.

Automation Systems for 
Every Budget

Order fulfillment automation systems 
are becoming more modular and stan-
dardized, and thus simpler, in their design. 
This has reduced the need for customized 
installations, making it easier and more af-
fordable to purchase and install an off-the-
shelf (OTS) system. 

For retailers using a basic container 
footprint, an OTS automation system can 
minimize the engineering and simulation 
phases, and shorten the analysis time for 
the project team. It also means fewer fa-
cility changes, such as relocating existing 
storage equipment. 

“This can mean planning, design-
ing and installing a new project in a few 
months versus a couple of years, and re-
alizing an ROI much faster,” Kemp said. 
“You can start with the basic components 
of storage and retrieval, and if you need to 
increase it, you can add another module or 
a shuttle.” 

With custom projects, Kemp said, 
companies can get far into the process 
and have to reboot for a variety of rea-
sons: The project team changes, the busi-
ness has changed, or a new product line is 
introduced. “OTS makes it easier to come 
up with what you want to do and get it in-
stalled without a lot of start-up phase work 
and changes to the facility,” he said.

http://www.multichannelmerchant.com
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A modular OTS system also provides 
more flexibility for things like the addition 
of a new product line or other scaling-up 
moves like increased peak production 
that ramps up volume and throughput de-
mands.

Climbing and caving gear maker Petzl 
is a good example of a mid-sized merchant 
that has been able to realize the benefits 
of order fulfillment automation within a 
more constrained budget. Kemp said the 
fact that the system has a projected five-
year ROI made it an easier sell with man-
agement.

“We had no real automation, no robot-
ics,” said Jeff Wood, supply chain director 
at Petzl America. “We had a pick module 
with a mezzanine and flow racking, uti-
lizing workers with RF guns walking the 
aisles of the pick module, upstairs and 
downstairs. For us, going to (robotic au-
tomation) has been an amazing step for-
ward. It’s reduced the number of steps and 

labor tremendously, while increasing pro-
ductivity and efficiency.”

Wood said that the modular system has 
enough flexibility built in that as the com-
pany begins to build up its B2C sales—its 

main focus now being B2B—“that we won’t 
have to make any changes whatsoever for a 
couple of  years.”

Petzl America’s new DC in Salt Lake 
City, which opened in the spring of 2014, 

We asked 3 Operations Summit 2015 speakers the following question:
How has order fulfillment automation increased your worker productivity and/or efficiency?

Peter Reno, GM of Distribution, Dr. Leonard’s
Our automated shipping sortation system has allowed us to replace manual tasks such as scanning, weighing and sorting with in-motion 
scales and in-line scanners, improving throughput and reducing labor. Taking advantage of multiple shipping lanes and out-bound shipping 
destinations allows parcels to penetrate deeper into the postal stream, creating savings and cutting transit times to the customer. Divert 

shoots can monitor weight and dimensional discrepancies, enhancing savings on out-bound postal charges.  

Chris Groseclose, Senior Director, Distribution Operations, Crutchfield Corp.
In 2014 we switched our conveyable package distribution facility from a manual pick-and-pack model using printed pick sheets and various 
push carts to a fully automated 7-zone pick module that is fed by Packsize’s automated custom box system. With the addition of the conveyor 
and Packsize we have been able to eliminate six product touches and have cut our box sizes by 60%. We have also experienced a 50% reduc-

tion in order processing time and are just now beginning to realize similar improvements around our replenish times.

Kevin Thompson, Distribution Systems Manager, Cabela’s
Automation is allowing us to sort cases by size, which allows us to more densely store product in reserve. The main driver has been reduc-
ing labor, packaging and postage expenses by right sizing our outbound packages, moving more volume to bags, and increased automation 
for packing. As automation capabilities progress, we will be able to pull more “each” orders from full-case processing to reduce replenish-

ment and true each picking. 

operationssummit.com

http://www.multichannelmerchant.com


5

ExEcutivE Summary: FuLFiLLmENt autOmatiON

Part of:

makes much more efficient use of space 
than its previous facility, which was only 
5,000 square feet smaller, thanks to auto-
mation enabling more verticality and den-
sity of fulfillment space, Wood said. And 
it’s also future-proofed.

“We don’t expect to add another full-
time employee for a year,” he said. “In five 
years we’ll evaluate where we are in terms 
of throughput needs. We have a number 
of options before we add another aisle in 
terms of changing the space around. For 
instance, there are 12 wireless platforms 
in our automated system, and we can eas-
ily bump it up to 20. Or we can add i-bots 
without major changes. To convert to a 
second pick station, we just need to add a 
conveyor and integrate.”

Moving Up the Path to 
Greater Automation

Van Wormer said iHerb is on a path to 
ramp up its automation capabilities, as it 
sees efficiencies gained through the use of 
state-of-the-art goods-to-person systems.

“Our first DC in Moreno Valley, CA 
uses high-capacity batch processing, ship-

ping 250,000 units a day,” he said. “Our 
second facility in Hebron, KY is much 
more automated, with a multi-million-
dollar goods-to-person system. And our 
newest facility, which will open in Perris, 
CA down the road from Moreno Valley, 
will have similar technology to Hebron. So 
we’re staying on an automation path.”

With increasing automation, Van 
Wormer said, not only is iHerb able to in-
crease throughput and order speed, but do 
so while increasing its accuracy rate.

“We’ve invested in automation because 
the labor savings are significant, and for 
the speed of delivery,” he said. “With batch 
processing we can push orders through 
in three or four hours. But with our new 
goods-to-person system, they can be pro-
cessed as quickly as 15 minutes from order 
receipt. That’s a big difference.”

Automation Impacts 
Inventory, Customer 
Satisfaction

With ecommerce, companies can 
often find it hard to predict growth pat-
terns, and the flexibility of the latest auto-

mated solutions means systems can grow 
with the business. And on the inbound 
side, with increased return volumes from 
ecommerce, automation means faster 
turnaround on returned inventory, which 
often doesn’t have to be restocked before 
it’s resold.

“It also allows a greater 
level of accuracy, 

which is very impor-
tant,” said Jeff Hedg-
es, president of mate-
rial handling at 

material handling auto-
mation company Opex 

Corp. “Especially in ecommerce, where the 
customer often interfaces with you just 
twice; when the order is placed and when it 
arrives at your door; You don’t want to send 
the wrong product or they won’t shop with 
you again. Those two touch points are very 
important in terms of building loyalty and 
increasing order value.” ■
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