Case Study: Homebase

Where collaboration delivers

Faced with the dual challenge of taking £20m worth of inventory out of its supply chain and driving productivity improvements across its distribution network, DIY retailer, Homebase, has leveraged its collaborative relationship with Unipart Logistics to deliver on its objectives.

Homebase is one of the UK’s most readily recognised retail brands. As the second largest home improvement retailer in the country the company sells over 30,000 products across its DIY & decorating and home & garden ranges, and has a growing internet offering. Homebase serves over 70 million customers a year through its network of around 350 large, out-of-town stores and has plans in place to add 15 new stores a year.

Maintaining on-shelf availability across its retail network, with such a diverse product range, is a daily challenge for Nigel Basey, Head of Distribution at Homebase. Against this daily requirement for high product availability, Basey has been working to achieve the company’s ambitious goal on inventory. Homebase has been engaged for the past two years in a strategic plan to reduce inventory by £20m a year in order to improve cash-flow. Many retailers have attempted similar aims; however few have achieved them so successfully.
Working closely with logistics service partner, Unipart Logistics, Homebase has made significant reductions to stock holdings, improved productivity within the supply chain, cut costs and radically restructured its distribution centre network to bring the financial benefits sought - and at the same time, the company has improved on-shelf availability in store. Basey describes the implications of the reduced stock holding on the company’s distribution network, ‘We now need less warehouse space and because Unipart Logistics have been flexible in being able to accommodate additional ranges from other DCs we have been able to rationalise our network infrastructure.’

Unipart Logistics operates the National Import Centre (NIC) for Homebase at their shared user facility in Cowley, Oxford, on a contract that has been in place since early 2006. As a large proportion of the retailer’s product range is sourced from overseas, the smooth and efficient running of the facility is critical to the trading performance of the company. ‘Lean thinking’ applied through the ‘Unipart Way’ has provided a sound methodology for delivering operational improvement by taking out waste from processes, whether it be time or unnecessary movement, to create a highly efficient warehouse operation capable of maximising on-shelf availability across the stores network, at the lowest cost. 

The success of the relationship between retailer and logistics service provider has seen Unipart Logistics’ role grow substantially over the last five years, to a point where it is now responsible for between 30 – 40 per cent of the volume of goods going to Homebase stores. The footprint of the NIC has increased from 160,000 sq ft to 440,000 sq ft over that period as Homebase’s confidence in the service provider’s ability to deliver has increased and further product ranges have been transferred over. 

Nigel Basey describes how ‘Project Bentley’, the transfer of the pots and tiles ranges to the Cowley facility, has benefited the company. ‘Absorbing those ranges into the Cowley operation demonstrated great flexibility, without any major increases in space and cost. Productivity and efficiency of the operation was maintained throughout, and TUPE transfer was effected extremely smoothly and competently. But importantly, the service to stores was seamless, which was a big risk factor when we entered into the project,’ he says. 

Along with the large cost savings and efficiency gains from rationalising the network, Homebase has also benefited from Unipart Logistics’ analytical approach to tackling issues around product shrinkage in the ‘pots and tiles’ supply chain. Shrinkage and damage were costly problems for Homebase. Andy Pearce, account manager for the Homebase contract at Unipart Logistics, explains, ‘we looked at how the product was being brought in from Turkey and the Far East and worked with a cross functional team at Homebase to understand where the losses were occurring and made interventions to address the issues including the development of better packaging solutions from factory to store. We also paid close attention to the way the product was handled at the DC and in store.’ He adds, ‘Due to this collaborative approach Homebase has seen a 30 per cent reduction in shrinkage on those products. That’s quite an improvement.’   

Giving an indication as to the scale of the ramping up of operations for Homebase, Pearce says, ‘When we first started we had 400 skus and had a weekly throughput of about 60,000 cases – that’s 30,000 in, 30,000 out. Now a normal week is 300,000 cases in, 300,000 out, and we will pick 60,000 cases a day. So we are doing double in a day what we were doing for a whole week five years ago.’ The number of skus has increased dramatically too rising to the present level of 2500. ‘A large proportion of the products we handle have the greatest range change for Homebase. So, we have to manage the change very carefully, clearing the old stock through and ensuring that the new stock is in every store and ready to go when Homebase announce a new range.’

One of the most striking aspects of the Cowley NIC is that it is a conventional warehouse operation. Conventional in the sense that it is not reliant on automation, unconventional perhaps, in terms of the well honed ‘lean’ practices by which it is run. Employee engagement and individual development are core aspects of Unipart Logistics’ management principles. These are set in motion by a stepped approach to developing staff known as the ‘Gate to Great’ journey that  leads the individual through five levels of role development  – see, learn, do, teach, coach.

The Unipart Way encourages staff to work in teams and to constantly monitor and question the efficiency of the tasks they perform. Teams meet on a daily, weekly and monthly basis to review performance against key performance indicators (KPIs) and a series of tools are used to examine processes in order to drive performance, delivering greater value to the customer. 

Visual management techniques are also used to enhance operational performance, by speeding decision making and cutting errors. And display boards are deployed to provide feedback to staff on their performance.

Mapping processes, creating work sequences and determining information flows for a particular task are all part of the ‘Unipart Way’ and are used to remove waste from each process. 

Ensuring that an operation the size of the Cowley NIC runs to the greatest efficiency requires the constant measurement of performance. Over 30 KPIs are used to monitor performance relating to such activities as receiving goods, putting them away, through picking, packing and despatch. Each process is accounted for in terms of quality, accuracy, and time. Pearce explains that pick accuracy is critical: ‘As stores do not check deliveries on receipt, simply the containers, pick accuracy is extremely important. At present we operate to 99.7 per cent, however there is an opportunity to take this further by working with suppliers to incorporate bar-codes at source.’

Beyond the warehouse environment, Unipart Logistics has been working with Homebase on using the ‘Unipart Way’ to help retail stores improve efficiencies, from receipt of goods through to the shelf edge. And now, the retailer is looking at the opportunities that exist in leveraging Unipart Logistics’ facilities in the Far East for consolidating in-bound goods from a number of sources. Taking this step will allow greater flexibility and a reduction in inventory costs.  
Further projects are also in progress. Plans are underway to invest in the layout of facilities at Cowley to improve productivity by an additional 10 per cent, increasing internal storage by 18 per cent on the same footprint. 

These projects are just part of the ongoing collaboration between the service provider and the retailer, actions that are delivering a constant stream of productivity improvements and cost reductions, making the partnership a true working partnership that achieves mutual benefit.

‘We operate a true partnership with Unipart Logistics and there is a great level of understanding between the two businesses – both are committed to continuous improvement, cost reduction and a ‘lean’ approach,’ says Nigel Basey. ‘There has been a tremendous amount of flexibility from the Unipart team and they have never turned down volume. What’s more, they have always done what they said they would do, they have always honoured their commitments, and that’s why we have a high degree of trust and confidence in them.’

