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- Creating a Lean Supply Chain -

The Supermarket-Principle and the Milkrun-Concept of the Reiff-Group, Reutlingen
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This case was written by Prof. Dr. Dieter Kunz, Faculty of Production Management, as a part of Leonardo da Vinci project “Moving towards the case method”. It is intended to be used as the basis for class discussion rather than to illustrate either effective or ineffective handling of a management situation.
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A) The Company Reiff, Reutlingen

Since the company’s founding in 1910, the name Reiff stands for innovation and reliability in trade and the services that go with it. By consistently adhering to these core values, the family-owned enterprise has become one of the leading partners in Germany  for technical trade – especially in the state of Baden-Württemberg – and with a widespread organization for tyres and automotive technology. The production of high-precision elastomer parts for the automotive supplier industry is the third pillar of the Reiff-Group. In an environment of market concentration and European integration, Reiff believes that constant investment and growth in new technologies the foremost business challenge. 

The Reiff-Group does business in very different markets. Strict organisational divisions (Tyres and Automotive Technology Division, Technical Products Division, Elastomer Technology Division) between areas of operation guarantee the highest level of expertise in each business field. Each division independently creates its own structure of distribution models and regional presence. The Group’s form of separate autonomous companies allows for the greatest possible strategic flexibility. This indispensable flexibility and flat hierarchy mean that the companies are in an ideal position to respond to the requirements of their customers and rapidly changing market conditions. The fractal factory structure puts Reiff in a position to design processes, to develop products in best time, and to implement economic, innovative solutions. The group takes advantage of synergies by having one central management and service company. This bundling provides critical advantages in terms of finance, human resources and IT resources. 

Consistent transfer of knowledge within the group combined with continuous staff training and professional development increase technical competence and provide the basis for effective delegation of responsibilities. Because of these synergies across markets, the companies of the Reiff-Group profit from low costs and maximum efficiency in their respective areas. Clear structures ensure quick decision-making, thus giving the customers the dependability and reliability needed for their planning. In the following let us focus on problems that arose in the Reiff “Technical Products Division”. 

B) Reiff Technical Products Division


The demands on suppliers of technical components are growing along with the demands for efficient processes and optimized cost management. Vendor reduction, process cost optimization, supply chain management, e-procurement, and e-business are challenges that are put before Reiff Technical Products by its customers. For all of these challenges Reiff Technical Products is forced to offer solutions that work. A high degree of flexibility qualifies the company as a professional and reliable partner for industrial purchasing – both for initial equipment and spare parts requirements. 

Leading industrial companies benefit from the service and product strength of the technical sales division. Reiff Technical Products with its orientation to the customers and ability to meet their individual requirements is forced to set new standards. As a partner for industrial supplies with a focus on mechanical and apparatus engineering, Reiff Technical Products has to demonstrate its skill – not only in parts and supply of complete sub-assemblies. 

The in-house development and applications engineers devote themselves to the details of customers’ tasks and solve their problems. In addition to the state-of-the-art logistics, the company’s outstanding features are maximum availability of goods, quick information and a no-compromise approach to quality. This also includes a reliable 24-hour delivery service. Some data may illustrate the logistics system of Reiff Technical Products: 

· Basic warehouse area: 



6.000 m2
· Operations area:




8.000 m2
· High bay storage (with 2.000 pallet locations): 1.000 m2
· Small-parts storage: 



1.150 m2
· Active articles in stock: 



45.000

· Incoming deliveries: 



150 per day

· Order-picking activities: 



1.000 per day


In 2005, the company had seven locations in Germany, mainly in the state of Baden-Württemberg with about 450 employees – near to their customers and their individual needs; the 2005 sales was about  116 million Euro. 
C) Reiff Technical Products

The full range of Reiff products for MRO (Maintenance, Repair, and Operations) supplies and spare parts needs includes about 100.000 technical products from the following areas: 

· Profile technology (elastomer and plastic profiles)

· Drive technology (timing belts and V-belts, roller bearings and couplings)

· Fluid technology (industrial and hydraulic hoses, assembled hose-systems, fittings)

· Plastics (semi-finished products, blanks and prefabricated parts)

· Sealing technology (sealing elements, profiles, gasket sheets and hydraulic seals)

· Occupational safety (personal safety from head to toe)
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In the following explanations the main emphasis is laid on the fluid technology products (hoses and fittings). The following diagram shows the Technical Products’ sales distribution (figure 1). 


D) Hoses and Fittings


There are countless different types of hoses, and just as many applications. The spectrum ranges from the simple water hose to extreme pressure hoses, all the way to technically complex custom-made products such as heated two-component hoses. Hoses are manufactured from materials such as plasticized PVC, polyester elastomer and various rubber compounds. Depending on the type of application, they may have to be resistant to acids and bases, suitable for high and low temperatures, have a certain tensile strength or abrasion resistance, or be pressure or vacuum stable. 

Reiff aims to be a specialist for complete hose lines from a single source. The hose product range is exceptionally broad and likewise the selection of fittings. Selecting the best hose with the right connection requires experience and a high degree of product knowledge. 

Reiff is able to advise a large number of customers in the hydraulic field and is constantly confronted with a very wide variety of challenges. The first class vendor selection and the expertise of the staff allows to fulfil almost every customer request. In a workshop, which is equipped with cutting and peeling machines, cut-to-length machines, hose presses, imprinting machines and test equipment with logging capabilities, Reiff can assemble hose lines with a short lead time. The programme is supplemented by tubes and tube connectors, hose connectors, ball valves, and hydraulic couplings. 

E) The Important Technical Products’ Customers 

The total turnover in the branch of hoses and fittings is divided as follows (figure 2): 
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Important customers of the “building and construction machinery industry” are among others: Putzmeister, PFT, Wacker and the Liebherr Group. These customers are mainly served with rubber, suction and blower, water, oil, petrol and coolant hoses and multi purpose hoses. “Mechanical engineering” is mainly served with hydraulic, plastic-spiral and pneumatic hoses, but also with other industrial hoses and fittings. 

As one renowned producer of wood-processing machines for example the Homag group can be listed. Arburg, as a producer of casting machines, as well as Stoll in the textile branch, and Voith Sulzer in the paper machine branch can be numbered as representatives for the great number of companies in this branch. The branch of “Agricultural machinery” is served by hydraulic and industrial hoses. The customers are e.g. the Kverneland-Group, John Deere and Gebr. Holder.

In the automotive industry mostly hydraulic, spiral-pressure, conveyor and brake hoses are delivered. The biggest customers here are  the companies Ziegler, Knorr and Spitzer-Silo. Food companies which are served primarily with food grade hoses for the dairy and brewing industry, can, just as producers of pumps, compressors and air-conditioning technology, be found under the label of “others”. Nearly all customers are located in the southern part of Germany (Bavaria and Baden-Württemberg). 

F) Meeting customers’ interests


Customers nowadays are looking more and more for all-in-one-hand solutions. They are not only looking for innovative products on a high technical standard available at low prices, but are also searching for suppliers offering additional services like sub-assemblies and logistics activities (transportation and inventory management). Reiff used this change in customers’ behaviour as an opportunity to develop a new business strategy, becoming more active in logistics. Following the 7 R’s of logistics: 

· Right product

· Right quantity

· Right quality

· Right time

· Right place

· Right information

· Right costs

Reiff created a strategy how to meet their customers’ interests at lowest costs. 

G)  Reiff’s improved logistics strategy

The main components of the new strategy are the following: 

(1) Definition of the products the new strategy is used for

Reiff found out that particularly in the C-parts range procurement and process costs frequently exceed the product costs themselves. The procurement process chain for MRO-products normally comprises many steps, many of which are unnecessary and time-consuming. This results in unnecessary costs for each organisational unit involved. Reiff’s sophisticated supply management solution shortens internal corporate communication paths, helping to reduce the amount of time and money consumed (see figure 3). 

Figure 1: Sales distribution of Reiff’s Technical Products





Figure 2: Total turnover in Reiff’s hoses and fittings division








