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Operational Excellence in the Reverse Supply Chain

Driving Improvements Inside the Returns Center 

For many companies, Supply Chain Management has become an important element of strategic advantage.  

To achieve this strategic advantage, however, organizations require effective design and near flawless 

execution across multiple elements of the extended supply chain. One area that often gets overlooked is 

that of returns management or the reverse supply chain. 

Spinnaker has found that it generally doesn’t matter whether you have many separate sites handling returns 

or a single centralized returns processing facility, opportunities exist to improve your reverse logistics and 

the management of your returned products.  In working across multiple industries, we’ve witnessed many 

organizations looking to invest in costly Order Management Systems (OMS) or Warehouse Management 

Systems (WMS) in the hopes of solving their operational challenges, later only to find that the promises and 

underlying technology failed to deliver on management’s expectations.   

Achieving long-lasting supply chain improvement often requires a ‘fresh set of eyes’, cross-functional 

expertise and big-picture perspective, coupled with proven execution experience and a motivated 

management team that is focused on delivering high performance. This article / executive brief will focus on 

Labor Management tactics, capabilities and management practices that have proven to deliver meaningful 

business results – like cutting inbound receipt to stock lead-times by 50% while simultaneously processing 20% 

more volume and reducing operating costs by more than 33%.  

Converting a ‘cost’ into an asset – Better performing people can drive higher 

profits  

Studies show that labor typically represents as much as 70% of a warehouse / production facility’s cost 

profile.  Consequently, better Labor Management can often generate meaningful cost savings, help to reduce 

supply chain risk and drive better operating performance.   

Yet many operation leaders recognize that this kind of change can often be viewed as “scary” to legacy staff 

familiar in working under the old set of guidelines.  These anxieties can be calmed by taking a little time 

upfront to explain the proposed benefits and asking for their help / participation.  Not only does this tend 

to put staff more at ease, it can energize their desire to take action and be part of the solution. 
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"Early involvement of cross-functional team members at all levels of the organization, a clear set of objectives 

and management buy-in are key to the ultimate success of any improvement program,” says Jeff Jorgensen, 

Vice President of Supply Chain Execution at Spinnaker. Furthermore he adds, “Effective labor management 

requires the combination of data, analysis skills and nonstop process engineering to optimize staff 

performance and improve overall operational effectiveness."  It is also important to note that the 

implementation of an effective labor management program often warrants a phased approach that allows 

ample time for staff to become comfortable with the new requirements and incorporate the new practices 

into their daily behaviors. 

As part of the implementation process, employees, alongside supply chain analysts and engineers, work 

collaboratively to develop distinct procedures and labor standards for each functional area.  Teams are 

challenged to take into account all steps performed, review touchpoints / handoffs with adjacent functions 

and also for identifying potential areas for improvement or leading practices already used within a particular 

activity.  Associates are encouraged to ‘take the lead’ in the definition & refinement of the work procedures, 

as well as to hone their ‘soft skills’ and management capabilities by presenting their findings to operations 

management leaders and coaching their teammates on techniques proven to deliver value.  This has the 

added benefit of helping to removing barriers that sometimes exist between management and the 

workforce.  

Incentives must be aligned to the actual benefits achieved – paying for 

Performance / Outcomes 

In many companies, the senior management team is responsible for administering rewards & recognition 

programs. The collective workforce, however, should provide some level of input related to those 

incentives used to reward their performance. This collaboration often results in better alignment of rewards 

and more ‘bang for the buck’ in terms of variable pay.  Furthermore, many staff have shared that they are 

more accepting of the performance parameters because they’ve helped to shape them and have a stake in 

achieving success, so adoption is often faster and benefits realized sooner.  This is about rewarding people 

for actually delivering results, noting that "Management plays a crucial role in not only celebrating 

success, but also reminding staff that productivity cannot come at the expense of safety or quality," 

says Jorgensen. 

Each operation is inherently unique and so therefore should the labor model and corresponding rewards.  

The desired outcome for a team of fork lift drivers is different than that of cycle counters or data entry – 

each role has specific duties and contributes to the overarching supply chain management goals of the 

facility. ‘One-size-fits-all’ incentives generally fail to get the most out of the workforce. Our experience finds 

that a combination of individual and work cell or team-based incentives results in more output per labor $ 

spent.   Spinnaker’s labor management services help clients to balance individual accountability & work ethic 

with the need for cross functional team(s) to work effectively & efficiently - as no one person could possibly 

do everything needed to achieve the operational outcome.     

Effective Labor Management is a never-ending ‘balancing act’  
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Experience indicates that it is worthwhile to spend the time needed to gain agreement on a clear set of 

objectives upfront before setting down the path to change. Only after securing buy-in can the team set forth 

on planning the steps to implement.  We’ve found that the most effective and efficient programs have 

leaders that are open to constructive feedback, learn from their mistakes and commit to continuously 

improving the program over-time.  Our view is that the labor management program should become a part 

of the operation not be seen as a series of discrete actions that are done to the operation.    

Establishment of a more effective labor management environment often requires a slightly different 

approach, robust analysis of current state processes, and an attentive management team.  Some of the steps 

required to attain higher labor performance often include: 

1. Refinement of work procedures and carefully defined labor standards 

2. Standardized performance measures by workcell – aligned to the desired outcomes of the work   

3. Process analysis / re-engineering to streamline activities - removing those deemed to be non-value-

added 

4. Reports and performance measurement reviews at a frequency as short as reasonably possible to 

enable interim adjustment prior to major milestones (e.g. month-end, quarter-end, year-end)  

5. Regular review of the relevance & applicability of metrics and their corresponding incentives 

 

In order to empower better decision making, operational performance must be accurately assessed and the 

direct labor functions need to be carefully monitored, reported and discussed by management leaders.  

Setting a baseline level of performance can aid future efforts to demonstrate the value delivered from 

changes by enabling direct comparison of before vs. after.  Remember, the overall goal is to increase visibility 

into individual and team productivity, as well as associate the total labor costs down to work cells, functions or 

activities.  This process has the side-benefit of helping to remove subjectivity and the kind of finger-pointing 

that can consume hours of management’s time and attention to deal with people matters instead of running 

the business. 

Several of our customers have highlighted that the rollout phase can often require a substantial amount of 

operations leadership training.  The methodology is focused on the local supervisors / managers becoming 

empowered to ‘lead from the front’, overcome any obstacles and address staff resistance to the changes 

underway. Ongoing supervisory coaching and individual mentoring are viewed as essential throughout the 

implementation of a labor management program. Mentors need to observe, coach, evaluate and provide 

timely & objective feedback to staff, so people know what is expected to be successful in their particular 

job or role.  

Invest extra time & effort to document the benefits – Calculate & show the 

value of change!  

The value of an improved labor management system is evident in terms of workforce relations, management 

effectiveness and operational efficiency.  The table below highlights some of the typical outcomes delivered: 
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Workforce Relations Value Management Effectiveness Value Operations Efficiency Value 

• Timely & objective feedback of 

individual staff performance and team 

results  

• Increased potential for staff earnings 

with little impact to the labor budget  

• Improved motivation, attitude and 

morale  

• More engaged workforce that is 

thinking about how to improve vs. 

simply sustain the ‘status-quo’ 

• Provides management information to 

better manage for staffing, goal-setting 

and reporting 

• Closer alignment of management goals 

to the delivery teams 

• Ability to attract and retain top-quality 

associates 

• Enables management to showcase the 

value delivered and impacts to 

customer satisfaction 

• More optimal utilization of work force 

• Reduced cost per unit of labor 

• Better visibility to areas consuming the 

most labor and facility-wide reliance on 

OT 

• Improved ratios of management to staff 

within work cells & across the entire 

organization  

• Extended facility throughput and 

capacity  

 

The benefits of the labor management program should be discussed at all levels of the organization on a 

regular basis.  Post rollout and stabilization, most operations incorporate this review annually as part of 

performance management / goal setting activities or as part of their annual budgeting process. These 

programs are often launched with a kickoff meeting to explain the scope, change management plan and also 

the expected benefits.  As the changes are implemented, the program lead should be expected to 

communicate the progress to plan, share accomplishments and specifically highlight the results achieved to 

date noting the business value delivered by adopting the changes.   

Effective labor management can be a key contributor to achieving operational excellence goals within the 

extended supply chain.  More specifically, customers can achieve even higher levels of operating 

performance within their returns management facilities by partnering with Spinnaker to improve their labor 

management practices, drive down operating costs and more effectively manage the supply chain. 

Spinnaker equates operational labor management to the constant steering a sailboat captain performs whilst in the 

middle of a race.  The skipper changes the boat’s heading to adjust to the then current conditions (e.g. wind 

direction & current) versus simply setting a compass heading based upon the navigational charts alone.  Decades of 

experience has demonstrated that at many times the fastest point of sail is not directly into the wind, but rather 

requires the captain to tack this way and that way to reach the desired destination. 

 

‘WHAT WORKS TODAY’ MAY NEED TO BE TWEAKED TOMORROW – IT SHOULD BE EXPECTED TO 

NEED TO COURSE CORRECT TO THE CHANGING LANDSCAPE OF THE WORK & ADJUST TO THE 

SHIFTING DYNAMICS OF THE AVAILABLE LABOR MARKET, ETC. 

We hope you found this information to be helpful. To access more Spinnaker thought leadership click 

here, or to learn more about our services click here.                               
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About Spinnaker: 

Spinnaker is a supply chain services company that helps clients grow, manage risk, reduce costs, and 

improve customer service by developing world-class supply chain capabilities. Our services help clients 

develop the right supply chain strategy for their business challenges and implement the process and 

technology solutions to improve Demand/Supply Planning, Procurement and Sourcing, Logistics and 

Warehousing, and Reverse Logistics business performance.  Spinnaker offers a unique service delivery 

model that combines the strength of deeply experienced management and technology consultants with a 

seasoned team of business process outsourcing (BPO) and 3rd-party logistics (3PL) professionals. 
Founded in 2002, Spinnaker has offices in Boston, Columbus, Denver, Houston, Memphis, Pittsburgh, 

London, and Singapore. 

 

Contact Us: 

 

Phone: 877-476-0576 

 

Email: info@spinnakermgmt.com 


