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CHAPTER 1

SYNOPSIS:

This dissertation sets out to examine the present status of
distribution in the food industry in South Africa, and ounce this
has been estahlished, sets out a system whereby the existing

distribution networks can be improved.

The complete range of distribution covered includes the
movement of product from the production centre untii it
reaches the consumer. While the entive materials handling
concepts of a producer/distributor have been discussed,
attention has been paid to the setting up of new distribution

standards and methods of control (Chapter 5).

Most of the dissertation deals with high volume product move-
ment in the beverage industry - i.e. 20 million cases of
product per annum, but many of the findings and results apply

equally to the smaller distributor.

The actual savings that would come from the implementation
of the recommendations of this study are in excess of 20% of
the total costs of distribution and should save a large distribu-

tor in excess cf one million rands per annum.

Besides setting up improved systerns to save money, a complete
strategic iook is also taken at (L¢ future of distribution in

South Africa, including the expected efiects of proposed Govern-

ment Legislation,
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DEFINITIONS AND ABBREVIATIONS:;

Beverage
J2.0, R

Drop

Empties

Horses

1.8.0.

Qutlet

Package

Ref. No.

Returnables

Service

Soft Drink

Trailers

Trucks

Soft drinks and beers.
Daily Operational Return.

Total number of cases hand'ed during a

delivery i, e, number of fullse plus empgties.
Empty bottles.

Power of truck which pulls semi-trailer

{Tractor),

International Organisation for Standard-

is. ion

Any place to which distributor supplies

products for resal:.
An individual product flavour, type or size.

Reference number - referring to list of

references in Chapter 8.

Containers that once used arc returned (o

the processing function for re-use.

To visit an outlet and provide the outlet

with its requirements,

Flavoured, non-alcoholic drink. Usually
carboneted. May also be a mixer for an

alcoholic drink.

Any tra‘: ¢ hiteched to a semi-trailer or

rigid *rus

The complete delivery vehicle.
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CHAPTER 2
INTRODUCTION
" AIMS

The aim of th. dissertation is to set out a logical,
practical and efficient distribution system in a large

food producing organisation.

The main reason behind the setting up of this dis-
tribution system is economic i.e. to cut costs, but
secondary congideraticns include wetter customer
service, cutting down on the use of strategic raw
materials, satisfying present and proposed govern-
ment legislation and helping to keep up with future

trends.

BACKGROUND

In the past few ycars with the huge petrol price in-
creases, and rises in the capital costs of vehicles,
more and more attention haiy been paid to product
distribution and the muny problems associated with
product control and movement, Companies which
have been especially hit by these price increases
are organisations which need to ¢istribute very high
volumes of products such as the beverage industry,
the milk industry, and the wine industry. This
situation is aggravated by i.e relatively low profits

madye per case of pruducis .o this type of industry.

L
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4.
Typically a large factory in one of these industries
needs to distribute over | million cases of product
per month. A verv small increase in distribution
costs such as lc per case could thus mean a total

eifect of several million rands per annum.

Figure 2.2 shows the price tendencies in South
Africa since 1970 for machinery, food (consumer
index) and transport (ref. 3.). The graph shows how
difficult ‘t has been to cortrol coste and price in-
creases. It is also becuming apparent that very
close co.trol is necessary on the entire movement
of the products from their production line until their

returr: as empty containers.

DISTRIBUTION RANGE

This cissertation aims at covering the entire
naterials handling range of a beverage or food
manufacturer and distributor. Figure 2.3. shows

a typical beverage or food indusiry distribution pro-
cess., The dissertation will follow the same pattern
as shown by figure 2.3. However, the most empha-
sis will be paid to the product movement from the
warehouse at the distribu’ion centre to the outlet

(and back again),

Most of this study is aimed at a typical large bev-
erage producer. This producer is a hyrothetical
production/dis’ ribution centre situated in a large
city (population 1 miliion and over) and istributes

sumewhere in the region of 20 million cases per

annum,
vl
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THE DISTRIBUTION PROCESS

A typical beer, beverage and food industry

distribution process

WAREHOUSE g
- & Full
(pallets) e
Pallet
Empty Empty
Product l Case
l | Full Bottle
r ,
PRODUCTION &
& PROCESS i
FACILITY OUTLET / CONSUMER
A Empty Bottle
RAW GLASS KE-
MATERIALS PLENISH-
MENT




e,

4.

Most of the study will however also apply to smaller
distribution centres, and should therefore be of use

to any distributor,

The various background production processes are
briefly explained in Chapter 3, while the background
to the marketing methods used are explained in

Chapter 2. 5.

THE CONSUMER OF HIGH VOLUME PRODUCTS

Before going into the dotails of product handling and
distribution it is worth looking at who is actually

using the products.

Although there has recently bzen a li e swing to
supermarket distribution of milk and soft drink pro-
ducts, the vast majority of all these products goes

through the "small' outlet,

Fig. 2.4.1. shows a typical curve of a soft drink

market,

As can be seen, the vast majority of product is dis-
tributed to the small customer i.e. 70% of all sales

are made up of drops of 20 cases or less.

This curve is even steeper for the milk industry and

somewhat flatter for the beer industry (see Fig. 2. 4.2).

L 16
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However, the most important thing shown by the
curve is that the vast majority of the distribution in

this type of industry needs to be aimed at the small

customer,

As the small customer normally has very little
loading facilities, small cramped warehouses and
even less capital, the delivery methods must be

adapted accordingly. (See Fig. 2.4.3.).

Graphs 2 4. 1. and 2. 4.2 are likely to flatten out
in the future with greater supermarket pressure but
for the present distribution and marketing methods

need to be aimed at the 20 case and uuder buyer.

MARKETING AND ITS INFLUENCE ON DISTRIBU-
TION.

One of the main features of the beverage industry is
the immense size of the marketing and advertising

coverage of the pr-ducts involved.

Soft drink and beer prodi advertised daily on
radio and television. Mas. sillboards display the
virtues of various brands of products, and sports
events, competitions, shows and meetings are spon-
sored regularly by these product manufacturers.

The image set up by these companies is thus all-

important. The shape of a bottle, container or

i






1.

truck is therefore not always dictated by pure
efficiency but often it is more related to consumer

demand and competitor tactics.

Distribution is also closely related to the entire
marketing concept. COften products are distributed
to areas where the cost of transport far exceeds the
profit margins made on the prcduct, in order to
keep competition out of an area or even to boast that
a product may be obtained anywhere in the country/

world.

Customer rolations are also extremely important,

It is often necessary to »~nd one case of product
several kilometers to satisfy the whims of a custo-
mer. Tlre need to keep the customer happy might
mean tha. truck crews are delayed while tidying a
customer's stores or merely waiting for the customer

to pay his account

The type of customer who buys the product also has
a profound influence on the distribution function. One
often finds that the smaller type of customer runs
his entire operation on a shoestring. Payment's are
thus sometimes late in coming and orcers often have
to be returned to the factory. Often ¢ 1stomers re-
fuse to make any attempt to sort their empty bottles
- mixing brands and sizes, how and whece they like.

This adds to sorting problems and giass breakage.

.18
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Even the positioning of the warehouse may be
affected by marketing approaches, i.e. positioning
such that the maximum status may be realised
rather than maximum efficiency. Delivery routes,
schedulee and truck loading can also be dominated
by the desire to service each and every cuetomer in

the best way possible.

The marketing function seems thus to dominate the
beverage industry. Company image and marketing
ideals are usually a primary consideration. How-
ever, it is certainly still possible to slot a balanced
materials handling systermn into the marketing func-

tions of the company.

Al! purely theoretical distribution analyses should
thus be considered with enough flexibility to accomm-

odate the aforementioned marketing approaches.

GOVERNMENT PRESSURE AND TRAFFIC CONGES-
TION.

In March, 1972 a Committee of Inquiry into Urban
Transport Facilities in the Republic of Scuth Africa
was appointed. This led to the Driessen Report and
a white paper published by the government on the
Dricssen Report (see ref. 6 and 9). The committee
recogiised that there was a great deal of congestion
in the cities in South Africa and this was likely to

increase in the future,

.19
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The committee thus decided that the best solution to
this probleni would be to take ''remedial measures

in accordance with an explicit transport policy'.
These remedial measures include:

Greater power should be granted to transport author-
ities in the form of the Naztiona! Transport Com-

migion and Urban Trangport Division.

"The on-street loading and unloading of goods ve-
hicles in central urban and congested areas should
be shifted as far as possible to night or early mor-
ning hours, and furthermore, prohihited entirely
during peak hours. Local authorities are requested
to implement this recommendation as scon as

possible"” (Par. 5.11.4. ref. 8, 1.3.16 ref. 9).

"The possibility of using more compact delivery
vehicles in the Republic's city areas should be in-
vestigated by the proposed Urban Transport Re-
sea~ch Division of "2 C.S.1.R., and for this pur-
pose the possibility of establishing more distribution
deports and extending containerisation should be con-

sidered"". (Par. 5 11.5 ref. 8, 1.3,17. ref. 9).

“"Control should be ercercised over the size of goods
vehicles entering central city and congested areas''.

(Par. 5.11.6. ref. 8, 1 3.18. ref. 9),

vl 39
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"The principle of charging for parking space and
loading zones in central city areas should be applied,
ané charges should cover all direct and non-direct
economic costs"., (Par. 6.4.6. ref. 8, 1.4 3.

ref, 9).

As can be seen, these rneasures wiil have a pro-
‘vund effect on distribution in city areas. Both the
and soft drink industries will have to chan,>
th¢'e entire m~thods of deliveries - i.e. smaller
trucks, sight time deliveries, town depots and small

electric delivery vehicles. (See fig: 2.6.).

These changes are likely to come about as soon as
South Africa's economic situation improves suffic-
iently to allow the government to implement them.
It is thus necessary that distributors begin imme-

diate planning for this eventuality.

THE RETURNABLE CONTAINER.

Thersoughout the world there have recently been out-
.ries that we are using up the worlds' raw material
resources, and soon we will have none left. The
value of the raw materials involved in packaging
materials such as foodstuffe is becoming more and
more prevalent., The soda ash needed for the manu-
facture of glass ia becoming very difficult to obtain
and the entire food industry has been forced to look
at returnable containers. Today a typical 300ml
beer bottle would cost + 10c¢ and a can of the same

capacity + Tc.
FEE
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The future trends in the industry will therefore cer-
tainly be to returnable containers. In the United
States of America non-returnable containers have
already been banned in several states and deposits
and taxes placed on them in other states. It is
likely that by the year 2000 there will virtually be
no non-returnable (non-recycleable) containers used

in the food industry.

The returnable container has had a profound effect
on general distribution costs. It is not merely the
actual cost of Lringing the container back from the
outlet that is involved, but also the storage and
handling of this container. The most commonly used
container - the glass bottle - especially needs care.
Every time it is manhandled, its life is consider-
ably reduced and costs thus increased. This means
sturdy protective crates and very ''soft'" materials

handling.

This dissertation concentrates only on the returnable
container although much of the information may be

used for mon-returnable contaianers.

PRODUCT PACKAGES

Basically the following product packages are used in

the beverage industry.
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