
Warehousing
Best-in-Class Processes from  
Cat Logistics

SAP White Paper 
Optimal Service Parts Management 





CONTENT

 	 4	 Executive Summary

	 5	 Introduction 

	 6	 Excellence in Supply  
Shareholder Value

	 7	 Warehouse Environments
	 7	 Warehouse Monitoring and Alerts  

for Visibility and Insight 
	 8	 Control of Inbound Tasks and  

Processes 
	 8	 Verification Control and Exception 

Management 
	 9	 Pick Exceptions 
	 9	I nbound Exceptions 
	 9	I ntegrity Checks 
	10	 Wave Management for Control  

of Workflow
	10	 Warehouse Order Creation 
	11	O ptimized Utilization of  

Warehouse Space 
	11	 Cross-Docking and Push-Pull 

Deployment 
	12	 Product Velocity Monitoring
	13	 Value-Added Services 
	13	M anagement and Optimization  

of Warehouse Processes

	14	 Conclusion 



Ultimately, to reduce costs and improve 
service effectiveness, manufacturers 
must shift from being reactive service 
parts organizations to proactive service 
providers. They must be prepared to 
address a range of issues related to 
service levels, inventory investment, 
transportation, fulfillment, and value-
added services. By combining best-in-
class processes and planning techniques 
supported by an appropriate IT infra-
structure, organizations of all sizes can 
improve their efficiency and boost the 
success of their service parts manage-
ment businesses. 

As the fourth paper in a five-part series 
that describes the best-in-class pro-
cesses of Cat Logistics Services Inc. 
(Cat Logistics), a wholly owned subsid-
iary of Caterpillar Inc., this paper focuses 
on warehousing. Cat Logistics devel-
oped best-in-class processes applicable 
across a range of industries by leverag-
ing its decades of experience managing 
large multitier networks and supporting 
the needs of global companies related 
to service parts logistics. 

Executive Summary
Increase Revenue in the Service  
Parts Market

Today’s organizations – such as those in the aerospace 
and defense, automotive, agricultural, heavy equipment, 
high-tech, industrial machinery, and other manufacturing  
industries – are pursuing the service parts and spare parts 
market for revenue and profit growth. At the same time, 
heightened customer demand and a dynamic marketplace 
require them to operate at unprecedented levels of flexibility 
and responsiveness in order to make the grade in this new 
market. They must efficiently address customer require-
ments and attain desirable profit margins. 

To reduce costs and improve service effectiveness, 
manufacturers must shift from being reactive service 
parts organizations to proactive service providers.
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responsiveness. Organizations need to 
make decisions more quickly, and the 
flow of work through the organization 
has to be efficient and accurately 
prioritized. 

Organizations in the aerospace and 
defense, automotive, agricultural, heavy 
equipment, high-tech, industrial machin-
ery, and other manufacturing industries 
are pursuing the service parts and 
spare parts market for revenue and 
profit growth. This is a complex chal-
lenge for these companies, whose 
objective is to serve demanding cus-
tomers in a dynamic marketplace. 
Although sales of service parts gener-
ate high margins and contribute signifi-
cantly to profits, organizations must 
address and manage a number of 
issues to be successful, such as: 
•	Service levels – How long will a cus-

tomer wait for a part before going to 
a competitor? What level of service 
will increase the likelihood of the cus-
tomer coming back to place repeat 
orders for that product? 

•	Inventory investment – How much 
inventory is needed, and where 
should it be placed to satisfy service-
level requirements? While this is a 
fairly straightforward decision for 
fast-moving parts, it is a challenging 
one for slow-moving parts, which 
make up the majority of parts 
serviced. 

•	Transportation – What transportation 
modes are available to meet customer 
requirements, and what are the asso-
ciated schedule constraints and 
costs? 

•	Fulfillment centers – How many  
fulfillment centers are needed, and 
where should they be located? 

•	Value-added services – Which value-
added services, in addition to the 
normal services provided, can the 
organization offer in order to differen-
tiate itself from the competition? 

The service parts environment is 
fraught with new challenges and com-
plexity due to the growing number of 
low-volume items (see Figure 1). In the 
mid-1980s, market demand for new 
products and more frequent updates to 
those products resulted in tremendous 
growth in the number of active parts 
serviced. That growth continues today. 
Now organizations must manage a 
growing number of parts and ware-
houses to support an ever-increasing 
number of slow-moving, low-volume 
parts while maintaining high transaction 
volumes on fast-moving items. 

Demands from customers for better 
service are dictating new approaches 
to service parts management that call 
for available inventory and fulfillment of 
committed delivery dates. This trend 
requires a new level of flexibility and 

Introduction 
Serve Demanding Customers  
in a Dynamic Marketplace
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Figure 1: Growth in Low-Volume Items at Cat Logistics Services Inc. 
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In 1987 Cat Logistics was formed as  
a wholly owned subsidiary of Caterpillar 
Inc. in order to provide world-class 
logistics solutions to other companies. 
Today Cat Logistics serves more than 65 
client companies, including Caterpillar 
Inc., in a number of market sectors 
worldwide. 

Cat Logistics understands that share-
holder value is directly linked to rapidly 
evolving process improvements in  
supply chain management that enhance 
customer service and help achieve 
higher revenue and margins while 
reducing costs. The company’s culture 
revolves around a large-transaction  
volume and high-velocity business,  
a commitment to total customer satis-
faction, and a continuous pursuit of 
process efficiencies. These consider-
ations have driven the company to an 
integrated problem-solving approach 
that first identifies a problem, then  
analyzes the root cause, and finally 
implements a sustainable solution  
that improves the overall business.  
The progress Cat Logistics achieves is 
guided by an operating philosophy that 
drives results. Integral to this approach 
is a close connection to its dealers and 
a commitment to respond to customer 
demands as quickly as possible. A key 
factor is a highly integrated service 
parts planning and management solu-

tion, which helps Caterpillar attain suc-
cess in its parts and service lines of 
business and ultimately realize addition-
al sales of its equipment. 

This paper is part four in a five-part 
series that describes the best-in-class 
processes Cat Logistics developed 
from its decades of experience manag-
ing large multitier networks. It shares 
the know-how Cat Logistics gained 
over this period of time meeting the 
needs of global companies for service 
parts logistics in diverse product lines. 
The series is organized according to 

the operational processes illustrated in 
Figure 2. This paper focuses specifically 
on warehousing. 

Excellence in Supply Shareholder Value
Improve Supply Chain Management  
Processes Rapidly

Figure 2:	 Key Processes in Effective Service Parts Planning and Management 
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By combining best-in-class 
processes and planning 
techniques supported by an 
appropriate IT infrastructure, 
organizations of all sizes 
can improve their efficiency 
and boost the success of 
their service parts manage-
ment businesses.
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The term warehouse usually conjures 
up the image of a vast storage space 
where products gather dust. Effective 
service parts operations, however, 
require efficient distribution and fulfill-
ment hub operations that support the 
concept of product velocity and flow  
as well as superior customer service. 
As warehouse processes and related 
tasks become increasingly complex, 
manufacturers struggle to use existing 
warehouse resources efficiently. 

A parts distribution center must be  
able to receive inbound shipments  
and quickly match cross-dock items  
to outbound logistics. Synchronized 
flow logistics enable manufacturers to 
design a warehouse for speed within 
the context of a global business, allow-
ing high-volume parts to be moved 
quickly through the network to the 
point of demand. This flow also helps 
manufacturers to efficiently stock slow-
moving parts so they do not become 
stranded assets but instead are strate-
gically located to serve the demands  
of multiple customers. Ultimately, these 
measures reduce the need for ware-
housing space, resulting in significant 
cost savings. At the same time, manu-
facturers need to coordinate warehouse 
activities, equipment, and personnel 
with precision. One key step toward 
achieving such savings is to coordinate 
all warehouse work and worker move-
ment to maximize efficiency. 

Warehouse Monitoring and Alerts 
for Visibility and Insight 

To maximize productivity and ensure 
efficient operations, Cat Logistics mon-
itors all personnel and equipment as 

well as inbound, outbound, and internal 
processes throughout the distribution 
supply chain. This includes oversight of 
the personnel who manage the pro-
cesses, and the equipment needed to 
enable the processes. 

Utilizing a warehouse monitor as part 
of a warehouse management system, 
Cat Logistics warehouse supervisors 
have visibility into which personnel and 
equipment are currently in use and can 
reassign underutilized personnel and 
equipment to the appropriate tasks. 
Likewise, visibility into all process steps 
enables Cat Logistics to make its oper-
ations as efficient and cost-effective as 
possible. For example, performance 
metrics might require that all the mate-
rial on an inbound truck be unloaded, 
sorted, and put away within 12 hours. 
To help warehouse personnel meet 
these expectations, Cat Logistics’ 
warehouse monitor provides the 
inbound supervisor with complete visi-
bility into the number of items on an 
inbound truck along with the number of 
handling units that need to be unload-

ed, sorted, and put away. This insight 
enables supervisors to make decisions 
regarding the needed resources for 
each process step. It also allows them 
to prioritize which container to process 
first – before the truck even arrives at 
the warehouse.

The warehouse monitor provides the 
same type of visibility into outbound 
operations. From the time an order is 
entered by a customer to the time the 
customer’s order is shipped and 
invoiced, Cat Logistics warehouse per-
sonnel have complete visibility into the 
process. They can see when the order 
is scheduled to be released to the 
warehouse, the picking area and pack-
ing station that need to be used, and 
the dock door from which it will be 
shipped. 

In addition, the warehouse monitor pro-
vides insight into future workloads and 
enables inquiries into past perfor-
mance. Warehouse personnel can see 
how much work was completed and 
how long it took to complete the pro-

Warehouse Environments
Strive for Efficiency and Integration 

In the mid-1980s, market demand for new products 
and more frequent updates to those products resulted 
in tremendous growth in the number of active parts 
serviced. That growth continues today. Now organiza-
tions must manage a growing number of parts and 
warehouses to support an ever-increasing number of 
slow-moving, low-volume parts while maintaining high 
transaction volumes on fast-moving items.
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cesses in the last hour, day, month,  
or several months. This data can be 
viewed at the warehouse level, the 
picking area level, and even the 
employee level. By measuring all these 
points through the warehouse monitor, 
Cat Logistics warehouse personnel are 
able to manage their processes in the 
most cost-effective and productive 
manner possible. If a certain part of the 
warehouse is not meeting standards, 
Cat Logistics can be alerted to investi-
gate and determine the root cause. 
Example root causes might be a funda-
mental problem in the warehouse setup, 
an issue with a new process, or a need 
for improved employee training. 

In these ways, the warehouse manage-
ment system provides Cat Logistics 
with the tools it needs to efficiently and 
effectively fulfill requirements, meet 
internal metrics, and satisfy customer 
expectations. 

Control of Inbound Tasks and 
Processes 

With visibility into the entire inbound 
process, warehouse operations per-
sonnel are better able to meet perfor-
mance objectives. For example, by  
having visibility into the number and 
content of cases or handling units on 
each truck, Cat Logistics’ warehouse 
management system can determine 
whether the material will require interim 
steps, such as spreading (distributing 
inventory on or near the receiving dock 
according to its destination bin to opti-
mize the efficiency of the put-away  
process), or can move directly to a  
put-away location. 

By controlling the processing of tasks 
and the sequence in which tasks are 
processed – in other words, by mini-
mizing the number of times the product 
is handled within the warehouse – 
warehouse operations personnel can 
ensure optimal resource utilization. 
This, in turn, enables considerable cost 
reductions in the material flow process. 

Cat Logistics achieves further optimiza-
tion by integrating its planning, purchas-
ing, order management, and warehouse 
management systems. This integration 
provides warehouse supervisors with 
real-time visibility into workloads, 
including the number of items on a 
truck, the total amount of work required 
to process the items, and the expected 
time remaining to complete the work. 
However, no matter how well a company 
plans, the unexpected happens, and 
Cat Logistics needs the ability to sense 
and respond to such events. All ware-
house operations personnel must con-
tend with variability. For instance, ware-
house supervisors have no control over 
the volume on each truck. Cat Logistics 

uses processes that help address  
variability and ensure as much stan-
dardization as possible. For example,  
a warehouse supervisor can specify 
parameters in the system so that 
employees can expect a consistent 
amount of work each time they begin 
their shift. By specifying that a certain 
number of items should be in a handling 
unit, warehouse supervisors can ensure 
that tasks are handled consistently and 
that employees are more efficient. 

Verification Control and Exception 
Management 

Real-time visibility into the status  
of shipments facilitates proactive, 
exception-based alerting and resolu-
tion. By handling exceptions in a way 
that falls outside of standard processes, 
Cat Logistics warehouse operators can 
minimize variability during inbound and 
outbound processing. Companies can 
assign a dedicated person to handle 
exceptions and should use a system 
that supports exception management. 

To maximize productivity and ensure efficient opera-
tions, Cat Logistics monitors all personnel and 
equipment as well as inbound, outbound, and internal 
processes throughout the distribution supply chain. 
This includes oversight of the personnel who man-
age the processes, and the equipment needed to  
enable the processes.
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Pick Exceptions 
Because Cat Logistics’ service parts 
management and warehouse manage-
ment systems are tightly integrated, the 
company can automate many of the 
steps associated with pick exceptions. 
For example, if the order filler finds 
insufficient inventory in his or her bin  
to perform a pick, the system can block 
that bin from further picking, trigger an 
inventory count, and search the rest of 
the warehouse for additional stock. If 
the system locates additional stock in 
the same pick area, it can automatically 
insert the bin into the pick path of the 
original order filler. If the bin containing 
the needed inventory is located outside 
of the original order filler’s pick area, 
the system can perform a wave deter-
mination for the new task and assign  
a different order filler to the pick. If the 
system cannot find the needed inventory 
in the warehouse, it can communicate 
the exception quantity back to the cus-
tomer order management system.  
At that point, the global available-to-
promise function can either place the 
item on back order or send the request 
to another facility to fulfill the order. 
This automation enables manufacturers 
to handle exceptions at the time and 
place of the exception to ultimately 
meet a customer’s expected ship date, 
thus maintaining high customer service. 

Manufacturers may find that the auto-
mated pick-exception process is best 
suited for experienced order fillers.  
In the case of less-experienced order 
fillers, manufacturers may choose to 
incorporate checks – such as reviewing 
the results of a pick – before dispatch-

ing the order to the customer. Varying 
the techniques and automated follow-on 
processes according to the experience 
level of the order filler helps the manu-
facturer minimize the time spent pro-
cessing exceptions. These steps also 
allow the manufacturer to verify the 
exceptions that require verification in 
order to minimize unnecessary costs 
for handling or transportation. 

Inbound Exceptions 
Because Cat Logistics uses tightly inte-
grated systems, its warehouse personnel 
are empowered to manage exceptions 
without the intervention of supervisors 
or exception clerks. The warehouse 
system keeps the distribution network 
apprised of circumstances such as 
inbound exceptions, which allows any 
other supply chain actions that must be 
performed as a result of the discrepancy 
to be initiated immediately. For example, 
if the discrepancy was an overshipment 
of a part on short supply, the service 
parts planning system can begin mov-
ing the part to the required location  
in the network right away. If the dis-
crepancy is a shortage or a damaged 
product, the order fulfillment system is 
notified so that routing of future orders 
takes into account the actual salable 

inventory on hand, and service parts 
planning is notified so that it can rede-
ploy inventory as necessary. 

Integrity Checks 
Cat Logistics uses technology to bring 
efficiency, accuracy, and visibility to 
warehouse processes. For instance, 
the use of radio frequency–enabled 
mobile technology, portable wireless 
printers, bar coding, and desktop termi-
nal equipment with scanners provides 
real-time updates while employees per-
form their tasks. 

When utilizing radio frequency–enabled 
mobile technology, integrity checks 
require Cat Logistics employees to vali-
date that they are picking the correct 
part from the proper location and put-
ting the part in the correct handling unit 
for its destination. The warehouse man-
agement system can recognize when 
the wrong part, handling unit, or bin 
location is scanned and will alert the 
employee with an error message. This 
type of verification helps reduce errors, 
ensure accurate customer shipments, 
and lower customer claims, which in 
turn help reduce warehouse costs and 
deliver a high level of customer service. 

By controlling the processing of tasks and the sequence in 
which tasks are processed – in other words, by minimizing 
the number of times the product is handled within the 
warehouse – warehouse operations personnel can ensure 
optimal resource utilization. This, in turn, enables consider-
able cost reductions in the material flow process.
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can release a wave early to accommo-
date an area that is ahead of schedule 
or can release specific customer orders 
early to expedite them through the 
warehouse. 

Warehouse Order Creation 

Cat Logistics’ warehouse order creation 
process is an automated practice using 
rules and algorithms that produce opti-
mized units of work for warehouse 
employees. Some of the parameters 
the warehouse can use in creating 
these rules include: 
•	Minimum and maximum weight and 

volume for a warehouse order 
•	Number of order lines 
•	Number of different customers 
•	Number of containers – pallets, boxes, 

or cartons – that can be picked and 
transported at the same time 

•	Maximum weight and volume of an 
individual container 

•	Types of materials to combine in an 
order 

By consistently applying these parame-
ters, the process removes variability 
and helps supervisors and employees 
understand the expected amount of 
time to pick a single warehouse order. 
As additional waves are released to the 
warehouse floor, the warehouse man-
agement system continually reprioritizes 
orders not yet completed based on the 
promised completion date and times. 
This enables warehouse workers to 
complete subsequent tasks and pro-
cesses to meet the promised ship  
date and time. 

Part of the warehouse order creation 
process involves putting the individual 
pick tags of the warehouse order in a 
predefined optimal pick path. This pick 
path is designed to take into consider-
ation the optimal traffic patterns and 
physical restrictions of a warehouse’s 
equipment and facility. Flexibility in the 
determination of the pick path based  
on different techniques used in differ-
ent picking areas enables the ware-

Wave Management for Control  
of Workflow

Wave management provides Cat Logis-
tics warehouse operations with a flexible 
framework to predefine the amount and 
type of work released to the warehouse. 
Personnel can make these determina-
tions based on planned execution times 
as well as planned shipping dates and 
times. The waves can be automatically 
designed based on a variety of parame-
ters to support the warehouse execu-
tion plans. For instance, waves can be 
limited to groups of customers, areas 
of the warehouse, order types, type of 
material, number of order lines, or total 
wave size (by weights or volume, for 
example). 

Warehouse supervisors can also specify 
whether a wave should automatically 
release at a predetermined time or 
whether someone needs to manually 
release the work to the warehouse 
floor. For example, warehouse person-
nel might need extra time to pick and 
transport large parts located in the area 
of the warehouse furthest from the 
shipping dock door. The supervisor 
could specify that a predefined wave 
for that warehouse area will release a 
few hours before the rest of the order 
line items. The warehouse supervisor 
can choose the precise time a wave  
of work should start, so that ware-
house resources can be focused on 
the highest-priority tasks at that point 
in time. The integrated service parts 
solution used by Cat Logistics provides 
insight into when work will reach the 
warehouse floor, enabling the supervi-
sor to react to exceptional situations. 
For instance, the warehouse supervisor 

Because Cat Logistics uses tightly integrated sys-
tems, its warehouse personnel are empowered to 
manage exceptions without the intervention of  
supervisors or exception clerks. The warehouse  
system keeps the distribution network apprised of 
circumstances such as inbound exceptions, which  
allows any other supply chain actions that must be 
performed as a result of the discrepancy to be initiated 
immediately.
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house to utilize the most efficient method 
based on the circumstances.
 
As mentioned earlier, with the use of 
radio frequency–enabled technology,  
if an employee tries to pick a part from 
a bin and finds an insufficient quantity, 
the person can enter the exception into 
his or her mobile device. The ware-
house management system will then 
resequence the remaining lines of the 
warehouse order within the pick path. 
This allows the employee to pick the 
part from a different bin within the cur-
rent warehouse order later in the pick 
path. 

Even the Cat Logistics warehouses 
that do not use radio frequency– 
enabled technology place bar-code 
printers, wireless scanners, and termi-
nals throughout the facility, enabling 
warehouse workers to continually inter-
act with the warehouse management 
system. For instance, employees can 
report warehouse orders being com-
pleted, items being packed into a con-
tainer, and containers being loaded 
onto trucks. By having warehouse 
employees update the system as work 
is performed, supervisors gain insight 
into work completed and, more impor-
tant, into work that still needs to be 
done. This visibility allows supervisors 
to deploy resources efficiently. 

Optimized Utilization of  
Warehouse Space 

To reduce costs and improve through-
put, manufacturers must ensure effi-
cient warehouse space utilization. For 
any given part, the following part and 
bin attributes, as well as the warehouse 

physical layout, must be considered  
in order to determine the correct-size 
storage bin or opening in the appro
priate location of the warehouse: 
•	Part weight 
•	Part dimensions 
•	Part packaging 
•	Bin dimensions 
•	Number of pieces that can fit into  

a particular bin opening 
•	Maximum weight allowed in the bin 
•	Options for situating the part in the 

bin 
•	Part orientation 
•	Part demand 

The forecast can help determine the 
appropriate bin opening based on the 
expected velocity. For instance, per-
haps a fast-moving part should be 
located between knee and shoulder 
height for easy picking while a slower-
moving part should be at a higher ele-
vation. Or perhaps faster-moving large 
parts should be stored as close to the 
optimal pick path as possible. Product 
type can also influence part placement. 
For example, warehouse employees  
do not want to store heavy items and 
fragile parts in the same pick path. If 
the warehouse includes a special stor-
age area for confining hazardous mate-
rials or fluids, the warehouse manage-
ment system must also take that into 
consideration. 

By efficiently utilizing its algorithms, 
Cat Logistics can increase the part 
density in a given amount of space  
and increase the operational efficiency 
of the movements through that space. 
In other words, it can fit more material 
in a smaller warehouse, thus reducing 
capital expenses, while simultaneously 

lowering operating costs associated 
with inbound and outbound 
movements. 

Cross-Docking and Push-Pull 
Deployment 

To ensure that the warehouse functions 
as a logistics flow hub or merge-in-transit 
point, Cat Logistics relies on push-pull 
deployment to be executed by ware-
house operations personnel. Cat Logis-
tics’ push deployments are always 
cross-docked, and the company relies 
on cross-docking routines that can be 
planned ahead of time. These routines, 
also known as event-driven cross- 
docking, optimize the transportation 
network and control warehouse activi-
ties. Event-driven cross-docking sup-
ports the philosophy of achieving maxi-
mum product velocity to the demand 
location and helps Cat Logistics fulfill 
orders before items are placed in a bin. 
Ultimately, this helps minimize the num-
ber of inventory touches. By support-
ing both planned and opportunistic 
cross-docking, manufacturers can 
speed up the flow of goods through 
warehouse facilities and in turn reduce 
cycle times. 
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For instance, a warehouse might 
receive a customer back order or  
workers may need to redeploy inven
tory within the distribution network. 
When inventory is received, warehouse 
personnel can be directed to cross-
dock the inventory directly from the 
inbound to the outbound dock, eliminat-
ing the time and space necessary to 
store the product before redistributing 
it. In case a partial quantity is required 
for the cross-dock, the operator can be 
directed to deconsolidate (or “spread”) 
the stock between the back order, the 
push deployment, and the put-away 
stock. 

Equally important, Cat Logistics can 
reduce its transportation costs by 
leveraging its distribution network. For 
instance, orders can be sourced to a 

warehouse where they are picked and 
packed for the customer. The parts for 
the order are then shipped to a second 
warehouse where they are moved 
directly from the receiving dock to the 
shipping dock to be grouped with the 
remaining parts for the order or addi-
tional orders for that customer. One 
example of a situation that would utilize 
this process is inventory pooling, often 
used for slow-moving parts. With inven-
tory pooling, the stock can be consoli-
dated into fewer locations, and when 
requirements for those parts arise, they 
can be picked, packed, and distributed 
to the facing locations. Then they are 
cross-docked to the customer, minimiz-
ing the inventory requirements for the 
stock while at the same time lowering 
transportation costs associated with 
redeploying the limited stock. Tight  

integration between the service parts 
planning and warehouse management 
systems is critical to facilitating this 
cost-minimizing technique. 

Product Velocity Monitoring

While Cat Logistics’ warehousing sys-
tem monitors activities and events in 
the warehouse, the integrated service 
parts planning system delivers additional 
insight. By constantly monitoring product 
velocity and parameter-driven stocking 
decisions, Cat Logistics can avoid 
excess stock, stranded assets, or 
material obsolescence. Cat Logistics 
relies upon the service parts planning 
system to respond to changing product 
velocity and to continually reclassify 
items as fast, medium, or slow movers. 
Where applicable, the warehouse man-
agement system can then utilize this 
information to reassign the product to  
a more optimal bin location in order to 
maximize productivity and material 
velocity. 

If sales forecasts drop dramatically  
for material in a satellite facility, Cat 
Logistics may choose to redeploy that 
inventory to a parent facility or to a dif-
ferent warehouse in order to free up 
space. Effectively implementing this 
approach requires a strong partnership 
between service parts planning and the 
warehouse. 

Pick warehouse task
Put-away
warehouse task

Warehouse task for 
cross-docking

Inbound
delivery

Outbound
delivery

Figure 3: Event-Driven Cross-Docking to Help Control Warehouse Activities

Warehouse 
bin
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Value-Added Services 

To remain competitive, manufacturers 
can develop warehouse operations  
and activities that provide additional 
revenue opportunities, such as customer-
specific packaging, product preserva-
tion, price marking, tagging, kitting, and 
just-in-time labeling. First, manufactur-
ers need to determine if they can pro-
vide value-added services efficiently 
enough to make it worthwhile. By offer-
ing standard value-added services to 
multiple customers, manufacturers are 
more likely to succeed than if they offer 
different services to a variety of cus-
tomers. To facilitate this, Cat Logistics’ 
warehouse management system can 
set up different workstations that align 
warehouse processes and unique ser-
vices so that warehouse supervisors 
have the ability to execute these value-
added services efficiently. 

Management and Optimization  
of Warehouse Processes

Cat Logistics’ warehouse management 
system can support a host of other 
warehouse processes that are impor-
tant to service parts organizations. For 
example, various kitting techniques – 
including kit-to-order and kit-to-stock – 
are supported within the warehousing 
application and are directly integrated 
into the sales and production systems. 
Integrated support for production supply, 
claims and returns, and managing 
exceptions for stock transport orders  
is embedded within the application as 

well. Cat Logistics’ warehouse man-
agement system supports internal 
warehouse processes such as inter-
leaving, labor management, and execu-
tion constraints, for example, managing 
the number of workers that are permitted 
to work in a physical area at one time. 
Managing these processes increases 
efficiency and workforce effectiveness, 
which in turn leads to better customer 
service at a more competitive cost.

13SAP White Paper – Warehousing



Conclusion 
Run Efficient Service Parts Processes  
to Satisfy Customers

The quality of service that organiza-
tions deliver can be a key competitive 
differentiator. The quality and timeliness 
of delivering that service depends on 
the availability of the parts needed  
to successfully conclude the service.  
To reduce costs and improve service 
effectiveness, organizations must shift 
from being reactive to being proactive 
service providers. By combining best-
in-class processes and planning tech-
niques and supporting them with an 
appropriate IT infrastructure, organiza-
tions of all sizes can gain efficiencies 
and boost the success of their service 
parts management businesses. 

Cat Logistics deals with a tremendous 
amount of slow-moving but high-volume 
parts. By sequencing all warehouse 
work and worker movement, Cat Logis-
tics is able to run an efficient service 
parts business that keeps customers 
satisfied. Its success is due in part to 
its best-in-class business processes. 
These processes contribute to efficient 
parts planning capabilities, reduced 
investment in service parts, higher 
order fill rates, increased service-related 
and service parts–related revenues, 
and greater customer satisfaction and 
loyalty. 

To learn more about how the SAP®  
Service and Asset Management solu-
tion can help you improve your service 
parts management, call your SAP rep-
resentative today or visit us on the 
Web at www.sap.com/solutions/sam. 
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