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Leverage Your Supplier’s Productivity 
By Ed Miller, Vice President - Marketing & Sales

The Wiremold Company
Distributor partners have an excellent opportunity to improve profitability and customer service by leveraging the productivity of “lean” manufacturers like The Wiremold Company.

The secret: Move from batch to one piece flow manufacturing.

Increased productivity has its roots in our manufacturing facilities.  As an example, The “Wiremold Production System” is a fundamental shift from traditional "batch" manufacturing that involves making large lots of a particular part and then sending the entire batch to wait until the next operation in the production process.  Manufacturers who still use this method are burdened with high inventory, which they must move to their distributors.

Production Cycles Shrink From Weeks To Days
In contrast, one-piece flow enables products to move – one complete product at a time – through various operations according to market demand.  The Wiremold Production System has cut production cycles from up to six weeks to one or two days.  This virtually eliminates the need for large mountains of inventory.  

Reduce Distributor Inventory Dramatically
With such dramatic gains in lead time, the Wiremold Production System enables distributors to “pull” product from the supplier, rather than carrying large inventories and the risks associated with basing inventory on long-range sales projections. You place an order and receive a shipment when you need it - you replenish your inventory as you sell it. 

This reduction in overall inventory allows the distributor to carry a wider breath of product range at a lower depth, all turning at a higher velocity.  The results are dramatic.  The distributor realizes significant improvements in end market customer service, since your have what the market needs, and higher qualities since you’re not holding a bad batch or lot.  It’s a fundamentally different business approach made possible by dramatic reductions in manufacturing cycle times.    

Regular Distributor Shipments

The benefits of reduced cycle time are also evident in the Wiremold Cycle Shipping program.  Wiremold distributors who participate in Cycle Shipping know that the Wiremold truck pulls up to their door on a predetermined weekly schedule.  Taking full advantage of this program is central to leveraging the productivity of your supplier.

What does this mean to you, the distributor?  IT MEANS .  .  .  greater market share, growth and profitability!.  Without the pressure to keep high inventory on the shelf, inventory turns more quickly ( over 10x’s is possible). This takes away the need for inventory depth and frees up money to broaden your Wiremold offering. You benefit by carrying the breadth of the line – everything your customer needs – while we provide you with the depth. Unlike companies that strive to load your shelves, we are driven by a just-in-time philosophy that reduces inventory and carrying costs, increases inventory turns, and raises your ability to service the market all while freeing up cash for you to invest in your business

In summary, leveraging your supplier’s productivity increases your GMROI (Gross Margin Return on Inventory Investment (Gross Margin Dollars = 1.75 to 2.50 X inventory), your productivity, and your ability to meet your customer’s needs.

For example: 

Distributor Sales from stock = $2,000,000. at distributor cost. Assume GM=30%.



At 4 x’s turns the cash tied up is $500,000,  GMROI= 120



At 10x’s turns the cash needed is $200,000, GMROI= 300


This FREES up $300,000 in cash.

Additionally, the distributor has a wider breath of product and can service more of the market growing at higher margins.

This demonstrates how building a strong interactive business model between distributor and supplier can result in stronger market participation and customer service and high productivity.

Editor’s Note: You can read more about Wiremold’s lean manufacturing system in the book “Lean Thinking” by James P. Womack AND Daniel T. Jones Pages 125-150.
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