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HIGHLIGHTS

Lost and stolen dairy delivery cases represent an increasingly impor-
tant cost item to dairies in Texas. Losses for 1979 were estimated to
exceed 1.9 million dollars.

The purpose of this study was to focus on the retail level of the dis-
tribution system and examine dairy case handling practices, retailer
attitudes and the problems surrounding use and storage of dairy cases.

A survey of 43 retail firms in Dallas and Waco, Texas and numerous
other industry organizations provided the basic data for the study.

It was found that most retail firms keep few if any records on receipt
or delivery of dairy cases themselves.

Typical retail chain stores were found to have an average of 73 empty
cases at any one time. Of these, thirty were stored outside.

Retailer awareness of case loss problems was very low. Only six per-
cent of the respondents indicated they thought it was an important
problem.

Insufficient secure storage at retail and inadequate record-keeping
and inventory control by dairies were the most important factors
influencing the case loss problem.

The key management problem is to increase the awareness of retailers
and drivers and to create an incentive for better handling procedures
which could reduce losses.

Alternative solutions are available but require the direct attention of
dairies if they are to be implemented satisfactorily. These include
educational and information programs, improved records of delivery and
pick-up, and driver incentives. Security at both the retail level and
the dairy plant should be improved in conjunction with these efforts.

An industry-wide program designed to support research and development

“of handling methods is needed if improvements in materials, equipment

and systems are to be found and implemented.

A voluntary deposit system does not appear to be feasible. Mandatory
deposit programs through legislation will need concerted industry-wide
effort and evidence that all other approaches have been tried or are
in force.

vii



Introduction

Among the many problems facing wholesale food distributors, obtaining,
handling and recovering reusable containers ranks high on the list. The
dairy products industry has long used returnable containers at both the
wholesale and retail level. While in recent years retail containers have,
‘for‘the most part, been changed to non-returnables, dairy product distribufuwg
:tidn at the wholesale level continues to depend 6n well-constructed réfﬁrnft} 
able plastic or metal containers. V ! |
Dairy product delivery cases are typically constructed of heavy dhty:lj':‘h‘
plastic or metal. These cases are designed to accomodate the Weighf'factérsl‘
involved as well as the wet conditions inherent in typical dairy plant opef—
afions., As currently available, dairy cases are not designed to nest when
empty, thus little or.no space is saved in handling, storing or returning
these cases to the plant. The fact the empty cases require significantv
space for storage, particularly at the retail level, creates many opportu-
nities for case theft or loss through inédequate security in‘storage areas.
Décreasing frequency of delivery to retailers and reduced merchandising
responsibilities for drivers helps to exacerbate the problem since thé result .
is a greater number of cases in the system at any one time.
The loss of cases has increased greatly in recent years. Dairy plant .
managers have recognized that this loss, if uncontrolled, will lead to
higher operating costs and ultimately to increased consumer prices for dairy
products. One recent study estimated the cost of lost or stolen dairy céses
to bevapproximately 1.3 million dollars in Florida in 1977 (Mathis ana‘
Degher, 1977). This was equivalent to approximately one-half cent per'gal—

~ lon of dairy products produced. A 1979 update of that same study documented
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that the problem continues to exist and that costs in Florida were increasih§ 
(Mathis and Dégner, 1979). Nationally, the iossesbwere estimated at 70 mi1~
lion dollars in 1977. |

Using a factor of $0.006 per géllon‘from the Fiorida.studiés andvpfo—‘
duction of dairy products in Texas, loss of cases are'estimated at approx4
imately $1.9 million dollars in Texas in 1979. Although identification»of:
of the exact cost of lost or stolen cases is imprecise at beét,'it is agreed
byvmost observers that thevproblem is sefious in many areas and that some |

measures to control losses should be instituted.

Objectives

In 1980 the Dairy Products Institute of Texas asked the‘Texas Agricultural
Market Research and Development Center to undertake a study of this problem.
The s;udy was to focus on the interface‘between the dairy delivery system

andﬁretail_food outlets. More specifically the objectives were as_follows:

1. To determine handling and storage procedures for dairybcaSes
in retail food stores and volume of cases handled.

2.‘>To determine pick-up and delivery practiées fér dairy cases
at the retail store level.

3. To identify and rank sourceé of case loss éﬁ the retail
store level and in the deliyery and pick-up process.

4, To identify sourcés of case*diséppearance among institu-

tional users of dairy products.

FindingS'from_FlOrida Studies

" The most comprehensive published study of the dairy case loss problem
was done by Mathis and Degner in Florida in 1977. 1In that study all dairy

processors in the state were surveyed as well as major retailers, case



manufacturers and trade associations across the country. Data collected
_wefe usedvtobdevelcp an estimatenof the level of losses for FloridavdaifyviT
'précessors.b |

v Séven internal control measures were identified. Of these, case‘idenff:‘
tificétion, case exchange programs and &river education were being uSéd by f
more than 70 percent of the dairies:interviewed, Case invenforieé and

 wérningS on cases were used by 53 and 38 percent of the firms, respéétivelYQ

 i‘Dfi&ér incentives were used by 21 peréent of the firms while néne wer¢fﬁéin
"avre#aiiér'incentive.
” Additidpal control measures,ideﬁtifiéd:were'case debosité,fgﬁi&§r$a 
  é;éé‘p1ans, state iﬁspectérs; signs andhfénces; voluﬁtary iﬁéidé}éféi;ééjbyv
'ufetaiiers,vpublic relations efforts, bulk delivery systemS'and'éése redgsign{:"
Of»these,'dairy processors faV0red case deposits the most és a éontfol'ﬁéas—

ure with case redesign seéond‘andbpublic relations programs’third,‘ Refailers,f‘
.aslmight be éxpected, disliked the deposit syétém but favoredvéaéé'redeéiéh,
warﬁing signs, public relations and voiﬁntéry inside stOrage; ‘

Recommendations from the study include both improved iﬁternai maﬁagéf;f" H

ment practices and efforts aimed‘at increasing awareness among retailers éﬁdv'
‘the general public. Dairy processors were encouraged to improve their an'”'5
accounting and record-keeping systems to better identify and control the

losses. Driver_accountability was also suggested as a fruitful method of
reducing cése,losses. Deéign of delivery routes with case collection pfob%”r
lems in mind is another internal management approach suggested. Use of
"casé‘scoutS” or individualsiemplbyed to locate and collect losf cases‘is _
‘another alternative. One-way cases, although‘éxpensive, were suggeste& for

 particular types of accounts whére;IOSSesbare'gréatest.'



Législativé and regﬁlétofy meaSuréé iﬁcluding'éése deposit sYSEemusefé
also discussed. A mandatory case depoéit systém was. fiot fecommended‘bééausé
of manageﬁent and cost problems associated with its enforcement. leuﬁtarf

,depositksystems‘were deemed to be unworkable due to tﬁé highly coﬁpefitive '
nature of the processe& dairy products business in Flori&é; .

The study confirmed the conveﬁtional wisdom that iOSSESuOCCur pfimari1§'
ét tﬁoée Points in the system where cases are left unsecured. .Dairy pro-
céssors indicated thatAthey'believed most of the losses were froﬁ stécksvof
émpty cases behind supermarkets. Supermarkets were identified as having
greater préblems in this érea than othér types of retailers. ‘Convenience
stofesvwere observed to store empty cases inside thus reducing gfeatly the
opportunity for lbsses.

“The findings of the-Flofida studies and observations of induétryvléad;
ers suggest that inétitﬂting effective control maasurés‘depend oh a céreful
assessment of delivery, handling and pickup procedures at fhe-retail store
level where control over the cases is the most difficult to exercise. The
objectives of this study, as presented above, were developed with these

considerations in mind.

frocedu;es:’

" To obtaih data and information for this study, bothvdairyfﬁf0cessorsu
and retailers were interviewed. A small sample of dairies in ;he Dallas,
andeaco market areas were selected for initial contact to provide back-
grouﬁd information on typical dairy product delivery opérations and the
~ nature of problems associated with the handling and recovery'of Case§;

The primary data collection procedure was a focused in-depth SﬁrVey
of retail stores, restaurants and institutibnal:useré (Table 1). A éample

of 32 retail food stores in Dallas and Waco was selected for personal



l‘gifMafketf;:‘ '“' ~ Food '~ Restaurants and

fiinterview. ThevquestiOnnaire consisted of two main components: l) a Survey f»
_‘of the opinions of managers regerding Lhe nandling and use of dairy and othero
jreturnable cases and 2) an 1nventory of the number, location and type of :1tfk
‘dalry cases phy51ca11y on the premlses at the time of the interv1ews. 'Tne' :

questionnaire is summarlzed in Appendix A,
Table 1

:.Number of stores and other retall outlets 1ncluded in sample, Dallas
%and Waco,‘Texas. : C : :

Area ~ . Stores . Institutions =
Dallas - o1 | 11 | »
Waco | 1 | o 1
Total . = 32 11 Y

fA3croés section of‘supermerket cheinetores, independentbsnnernarkets'
and‘convenience stores was identified neing random sampling,proeedures.;
Since a balance was desired between stores‘having'only single‘daifyvsuppiies
and those which were split accounts, this was determined on an 2_331223
basis and used in the initial selection among chains which were to be SAﬁé
pled. ‘Of the 32 stores, 16 were chainstore supermarkets, 7 were affiliated'
or independent supermarkets and 9 were convenience stores. Fiffeen of the
stores were split accounts while 17 were single account stores.

The‘sample of restaurants and institutional users was e,direcﬁed sam-
ple selected in consultation with cooperating dairykprocessors.' Thie:was
done to insure that a full range of types of usersvwas included with the'
‘»snali sanple size permitted by the resources available, Intervieﬁing was

ICQnducted over a three month period from'Jnne through August 1980.



Earlier studies indlcated that the accunulation‘of empty cases outside.e»V
food stores is largely the result of variation in sales and deliveries'i
throughout the Week Daily records of case delivery and pickup by account
vould permit better analy51s of this consideration. Most dalry processing
firms do not maintain records of the number of empty caseS‘picked up from'v
each‘retail_accountav Records were obtained from. one cooperatingvdairy,
however which did collect this information and which permitted the analysis
of day—to—day variation in the balance between the number of - cases delivered
and number picked up. These data were obtained and analeed for a 9 week
period in September and October of 1980. The data. covered eight represen;
tative routes including 241 separate accounts° Since this dairy serves
primarily independent and conVenience foodstores, restaurants, schools and
other institutions, the sample does not represent chainstore retailers.

In -addition to, interviews with dairies and retailers, numerous other.
industry groups and organizations were contacted. These include various
state dairy associations, milk market'order administrators and case manu-
facturers. From these contacts information Was-obtained'with regard to
similar problems and programs in other regions.

In the following section the results of the surveybare presented.
Thevanalysis of case deliveries by the‘cooperating dairy is then disCusSed,
followed by an éexamination of altermative strategies which could be pur~
" sued in reducing case losses. The last‘section presents a summary and_the

conclusions from the study.



Concerns of Dairv
Plant Managers
Severalvmajor issueSIWere revealed'in discnSSions.nith’dairy plant
'nanagers‘andether industry leaders. The_lossiof dairy cases was'con—vv
' sidered.to‘be‘a:signifieant‘problem bvvmost of the managers‘COntacted. 
"Major differences ef'epinion exist, however, on the nagnitude‘ef-problensiiiff

'l.in,relation to the cost of implementing control measures. In most °33§qul

feffeetive“control measures require investment'in security eqnipment

”‘in(fences, gates, etc.), a- change in recordkeeping systems requiring Tf?fﬂi:{

"iadditional 1abor, or increased incentives to drivers or retailers to-
‘;caUSe a'shift’iniattitudes toward exercisingvbetter control over eases;’
Finding and keeping dependable drivers is a significant problem

fnr mestrdairies; ' The hours are long and the physical effOrt.great 5
lcompared tbiother employment alternatives. sﬁany»plant'managers'cited'
this as a‘reason fdr ndt:pnshing'drivers harder on eollection1and:
v aecountability fer dairy cases. They‘view tﬁe pOtential'1qss'o£.driversv"
eas-a‘eostvof‘implementing tighter controls.‘ Since‘good_driversvare not
Qeasy,tn find»it is impnrtant to maintain a flexible.werking environment
'whieh'may mean, in part, reduced pressure en preblems such.as:account-
ability for dairy cases. | |
Instituting any control system was expeeted by plant managers - to
require significant investment in security around the plant premises !
::and at r‘etail»stor.es° This would consist of both physical equipment
”such as fencing and increased labor to monitor gates, truck movements
iand the inventory of empty cases. In some plantS‘where general se;
l{euritY]Systems are in place they’still'may'not be effective‘vhere

v7.in¢en?ives.¢kist for drivers or other employees to exploit the system'i“



‘lnternelly.'wlf:e‘driﬁer.incentive progrem is“employed:then“some“neensl'rl
of malntainlng control over empty cases within the premises may also
be required.

' It is also’eVident'thet-e7caSe deposit systemlreQuiresfadﬁore' :
sophlst1cated record keeping system than most dalry plants now have.

If retailers are to be held accountable for cases not returned then
the records ma1nta1ned by drlvers and tabulated and collated in the
accountlng ‘office w1ll need to be greatly improved in most dalry plant
operations, In addition, of_course, a move to a deposit system would
‘require increases'in‘the security and"control.systems discuSSed'abone;
.Where deposit systems are required across the entire dairy>industry;
some public agency is'designated to prGVide enforcement. fThistmay ‘
represent’anladditionel cost.’

These concerns(ére widely'held.among“plant ﬁanagers'intervieWed}‘
While none had conducted a specific cost analysis of proposedwcontrolf
measures, all;had”ﬁeighedﬁthe general costs andvbenefits'inbtheir’mindlhl
While’the'treditional decision'haslapparently.been against‘more rigld;
costly controllmeasures, nostimanagers were interested in new anproeches o

which could'be shown to be cost effective.
‘Survey of Retail Stores

The main "r'ocus ‘of this r'e,sear'c-h was the"inﬂter.face :between 'the dairy
and,theuretailer in the physical handling and contrOliof‘déiry'cases.
vThe‘surVey'results‘are‘presented below in a mannerfwhich follows the
"logicalvmoVement,of the dairy ceses into and through the'retail_store."

Case Receipts:

Checking of deliveries is the first point at which managers exer—



, C1ée’control over‘most produdtsﬁéhteringhthe store. It was found that
v 59 percent of the respondents indicated that either the manager or
;aséistantamanagef.was responsible for checking deliveries (Table 2).
" OneFQuartef of the respondents: indicated they héd a béck door or iﬁventory_
controlbclerk éSsigned to EhiS‘job. An additional 25'percént'indicated
thaf'this task was done by any store employee who was available at’the
time; ’ |
> ‘,”fR¢cords.of deliveries are usually confined to the prodﬁcﬁrreceived,v; 
knbticontaineré or cases. Only lB,peréeht of'ﬁhe respondents indicated .
 'fhé9:checked and kept a record of the numbef of dairy ca#es receivéd.
v(Tabie 3). This was higher in Single accounf stores than in'those
with split accounts.

‘The majority of deliveries are received by the retailer prior to .
nQon.i Sixfj—five percent of the respondentsfiﬁdicated that their dairy
 delivefie$ arrivejbetween 7 a.m. and noon, 35 percent in theiafternoon;
In general this’battern occurs because of the retailers prefeféncé.
Since déliveries are usually preferred in the morning it places a pre-.
mium on the drivers time during those hours and reduces the time a-
véilablé for sorting, stacking or picking up empty cases.

In the past,drivers were also often salesmen and merchandisers.
Tﬁis is,no‘longer the case in the dairy industry. Most wholesale dairy
idelivgries are made by drivers who do not have anyvsignificant merchan—
bdiéing or sales responsibilities. Twenty percent of respondents in
single account storeé indicated that the drivers do merchandise. In
split éccOunt stores a high percentage (80 percent) indicated that
some drivers had a merchandising responsibility. in most -of these,‘how—

ever}_thé'merchandising activity was thought to be confined primarily
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 Table 2

Individual ﬁsually éssigﬁed1to;chQCk ahd'contrbl"délivéries’reééivedibf
by retail stores, Dallas and Waco, Texas, 1980. SRR -

o - Share o
Individwal storest)

Sy

‘ :Manager,or_> : _ , . o .

~ Assistant Manager S o .59
Department Manager o R 9

Back door or inventory . . ‘ _
‘control clerk _ - 25

Anyone»available S - 725f'

1) Total is greater than 100 percent because of multiple responses.

Table 3

‘Share of stores Which keep records on the number of dairy cases received
Dallas and Waco, Texas, 1980..

Type of R ~ Share of Stores
Store _ keeping records_

"
Split account R o ' 7
Single account ‘ B - v ‘ o 18

Total _ ’ o o ' o » 13




 _to processed dairy products such as cottége1éheese, sour cream, etc.
Since drivers are primarily involved in delivery, and not in
sfoéking or workiﬁg thebretail’daify display space, ﬁhey do not have
anfopﬁértﬁnity to immediately reco&er Caseé'or infiuence.the way cases
are handled or’stbfed at the retail level. Since this appears to Bé'a |
trend iﬁ the industry,it»focuses greater attention on»fhe need for

. alternative methods,bf'control’and accountability.

Location of cases in store

Respondents estimated that about 125 cases were on the premiéés

at the time of the interview (Table 4). ‘Chainstores averaged consider-

ably higher at 277 cases. The majority of cases (54 percent) were
thought to be filled‘with daify_products in the cooler. Forty per-
iceﬁt of the cases were estimated to be empty and'in thé storage area
while other store iocatiQns>were'mentioned for 6 percent of the éases,
Share/of gﬁpty,and fﬁll cases were similar across type of étore._ H
Wﬁen the invéntory was.completed in chainstores it was found that -

the respondents estimates were generally accurate. An average 213
cases were found in the typical chainstore (Table 5). oOf these, 182
(86 percent) were located inside and 140 (66 percent) were filled with
product in the cooler. Iweive percent of the cases were empty in the

rear of the store while 8 percent were scattered elsewhere inside. Of

the 14 percent found outside about two-thirds (9 percent of total cases)-

were unsecured on a loading dock or on the ground.

A majority (56 percent) of chainstore managers indicated that

empty cases were usually stacked outside in back of the store (Table 6).

This was less frequent for affiliated and independent store managers.

11



Table 4

12

Respondents’estlmates of number and location of dairy cases, in reta11

stores, Dallas and ‘Waco, 1980.

Average for A

Location . S Chalnstores all stores
No. - Percentl) No. Percentl)

T (z),__"A,. leases) (Z);_
Containing product , o v ‘ .
in cooler _ 152 : 55 68 54
Empty in ‘ o
Storage area 107 . 39 50 v - 40
Other o 18 6 7 6
Total . 277 100 125 100 .

1) Percent of cases.



‘Table 5
"iﬁventory of dairy cases at retail ¢hain§£dres, Dallas and Waco, 1980. -
Average

_Lééation' DR S number of - Share of
~ L ‘ ' ‘ __cases - - Total

- Inside store . : '
Cooler (full) : , 140
_Rear of store . o 25
Elsewhere - 17
Subtotal : oo 182

o

o
 040{&>0‘

- Outside store
© Loading dock
“Enclosed
_ Opem
On ground:
.- Subtotal

w] B
S0 n

'1 To;a1>>_iﬁ B ’ vv,‘ v213>‘, | v.vb . 100

. Table 6

- Store managersf.opipibﬁs,regarding»where empty’céées,are‘usﬁallyistofed,
o Dallag;and-WaCQ,-lQSO, R ‘ SR ' R T

o B . R , .~ Type of Stpre
" Location o ‘ : ‘ Affiliated - -
- L Chain and Ind. = -~~~ Convenience

A Percent =
| Bagkfoomv ‘ ' 19 o v 67 - . a - o

_Back Dock e . T : 3
- (enclosed) = 25 I 0 . . 0

"  Outside in

“back 56 B - S




 thought they had a problem.

14

v Convenienceastore:manaéerslindicatéd’thatdempty‘éaééslwerebalwayshstored“T
in the coOler. | |

In practlce empty cases were found outside behind a majority of
stores surveyed (Table 7). Chainstores were higher (57 percent) and |
convenienCe.stores,the 1owesu (12 percent) Sixty—two percent of the,,
stores with split accounts were observed to have unsecured cases out— '

‘side while it was only 17 percent for single account stores.

Retailers‘Opinions

The perceptions of retail store managers relative to dairy casevip
losses are a 81gnificant consideration in the analysis. Nineteenvpere-'
cent of the resPOndents'indiCated_they'thought case losses was a probé
lem in their store while 44 percent answered o and 38 percent didn't

know (Table 8). Among convenience store managérs-there‘Wefe none that

‘When asked how 1mportant they thought the problem was in their
vstore the maJorlty 1nd1cated they considered it to be unimportant
(Table 9). No respondents rated the problem as very important" whileb
a few, particularly in the affiliated and independent stores, rated
it as "important." No convenience store manager interviewed GOnsidered‘
it a problem. |

The low level of concern among retail store managers is further
indicated in that 50 percent had no opinlon as to why a problem of
case losses might occur (Table 10). Thirty-seven'percent1ofvthe managersv
attributed the'problem to;dutside, unsecured storage with a small num-
ber suggestlng the more ba31c problems of insufficient storage space

in the store. Three percent blamed driver negllgence
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Type Of stores and type of da1ry account where mpty cases were- found 3s
.unsec red out31de L] back of premlses, Dall s”and Waco, 1980 '

‘diShare of

Type of Store | Stores .

‘jAffll‘ated and Independent

Convenlence 5;!

‘j;Spllt account

'f'p81ngle accouﬁt

tore managers' opinion: ,r.fé?g:a:rdf'i,rig'lfo"ssfes: fo.fr%-~dai‘lr:yf-zcésie'

TYPe Of Store T

Affiliated ,
& Independent 2l

. 'Response  -Chain . Convenience = = . Tota

. - - - Percent - = -
! problem‘ SILTEE T g e T g
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_ .UStore managers oplnlons regardlng 1mportance of case 1oss problem 1n N
*rjthls store, by type of store} Dallas and{;aco, 1980 :

 Response -

Type of Store fjf

~ Chain-

Afflllated

" Convenience

i”TQ£31: :  E

Véry Important
 Importamnt

 Unimportant -

. 94ia ,

' _&vlndepende@t‘”

: 00

- 94

~ Table 10

;Store managers op1v1'ns on the reasons for the loss of dalry cases,

’fDallas and Waco; 19

~Reason .

Chaln s T

“QQQVenienee

‘Total

'f-No problem
Z;Out51:e’storage 

 Insufficient
* storage

~Driver
* negligence -
Don’ t :
~know

: elﬁ L

47

= ﬂ'Pércent”rf; -

0

71

29

REER

't;.>12 x

‘:f75;' AN

37




'itris.not alwaYS pOSSihle for drivers to pick up‘all available.cases .
“at each'store each time,a_déiiyery:isbmadef“?éome havehSuggested“that”bé;zr
:vCausehOf this, cases areiieft in’an‘unsecured»location,indor behind the7z
:;storeffor a severaivday,heriod dntil‘the driverihas either room orvtimeh‘r

v’.gdtoimake a pichup. Among the stores surveyed managers 1nd1cated that

i&ri&éis”§£¢ked“ﬁp allﬂavallable cases most of the tlme (Table ll)

However, only for about one—qnarter of the stores were- all of the cases

' Etplcked up all of the time. | | |

| In addltlon to 1ncrea51ng the frequency of plckup,'suggeatlons offered

by store managers 1ncluded 1nst1tut1ng a charge for drlvers fdr 1031ng cases.

- Managers also observed that if drivers were. 1nrolned in nerch%ndlslng prod— |

ucts the dalry would keep a better control over their cases;.tOnce agaln;_
ghOwever the largest majorlty had llttle to offer regardlng p0331b1e changes

’1n drlver handllng practlces

When asked what overall changes were needed or des1rable 1n the handlrng
of dairy»cases, a large majority of store?managers indicatedr no.changep
(Table‘lZ). Nine percent snggestedvtheiuse‘of avdeposit systen;~while‘a

" change to nesting or disposable cases and improved inside storage were also

noted. More suggestions for change were received from the madagers,of'affilié

ated -and independent type stores which had earlier indicated atmore_signifi—

cant: level of concern for the problem.

17
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‘iTable 11

Store managers oplnlons regarding the frequency of plckup of all empty
~cases by dalry delivery. drlvers, Dallas and. Waco, 1980.

' Iype of Store =~ .
_ s T - Affiliated o
Resporse . Chain and Ind. ‘. Conv. . Total

Percent . .

'"All of the ‘ ' ' : . S
© time" 19 17 ' 67 24

"Some_of'tﬁe ! - ' _
time”: R - ' 83 - : 33 - 72

"Part of the’ ; R S - o S e
time" ‘ 6 0 ' -0 ‘ 4

0 T "foo 100

Table 12

Store managers‘ opiniOne regarding the need fOr,:and type of, chenge
in dairy case handllng practlces at the store level, Dallas and waco,- .

1980.

_Type of ’S;tor-e _
L e - “Affiliated e | E
~Response | Chain and Ind. Conv. - Total

Percent

No change ‘ ' . :
" needed 88 57 100 85

Use deposits b_ 6 o 29 : 0 ’ 9

Change '
cases - 6 0 (. ’ 3

Improve inside _
storage -0 - 14 0 3




Restaurant and Institutional Use

The maﬁagers of 11 restaurants and institutions were interviewed

- using a procedure similar to that'émployed for retail food stores.

* Given the small sample size, the data are not repqrted in tabular form. -
"'Most.restaurants and institu;ions‘receive frequent délivery of

dairy products, but the quantity per delivery is generally lower than'for'=“

- most retail stores. Restaurants typically had only one supplier, avefagingf‘v 

about 20 to 25 cases per delivery and four deliveries per week. Larger~i

‘institutional users reported five to six deliveries per week ayeraging'40fﬁflf

cases each, while small accounts such as schools reported 5 to|.10 cases -
per delivery with five deliveries per week.
.. +-In general, a very low level of awareness or concern was found among -

‘these managers regarding the storage or loss of dairy cases. While most’

restaurant- managers exercise control over food products received, no rec-: . -

ords ére'kept on dairy cases. Deliveries are usually made‘through thé,Béckiu :;ﬁ‘f,}'f

entrance where a receiving clerk or assistant manager checks the produétsgg
received. Less than 10 percent of those interviewed indicated that the -

“loss- of dairy cases from their establishment might be important.

Empty dairy cases were found in unsecured areas outside 50 percent of -

the restaurants and institutions visited. This is more preValént at smaller

restaurants. . Large institutional users often have enclosed receiving areas

or a fenced-in area where some security is afforded.

.The main conclusion from the interviews with these managers is that 1lit-

tle attention is being given to the problem even though the opportunity for
losses is frequently encountered. In a typical restaurant the number of

cases available at any one time is relatively small so the problem of losses

',is not very visable. Larger institutional users would be more likely to rec-

_ognize'the problem if one existed and would be more likely to reSpond to. some’

'_cpncerted control program if initiated by the dairy.
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Analysis of Delivery and Pickup
of Cases by.Day of Week

The main contributing factor~inAthe 1bss of dairy cases isﬁthé»fré=‘: *
qﬁent exposureXOf‘the’caSe in unsecured areas. The opportunity for-lbgs~
inéreASéS'éé tﬁe_number'ﬁf empty cases"exceedsvstoragé capacity at'the:.
retail level. ;This is exdcerbated by deliVery SQhedulés whiCh méke'it
inCoﬁVenient ofﬂimpOSSible for all the cases to be piéked up each time'a -
déliVefy‘iS'madé; ‘In some instances delivery fréquéncy has,beén redueed:

SO tﬁat:more Céses accumulate in the store or rgstaurant. In other sit-
uatioﬁs'space fs not available on thé”truck to conveniently handleAempt§-~‘
cases»untiliseferal stops have been ﬁade.v This is a problem on déys
when>1arger'th%n average quantities arekbéing deliveredfto‘replenish
retail stoéks.i The variation in‘deliveries by day of the week is there-.
fore é,factOr'Jhiéh should be considered.

.Déta'on pickup and delivery of cases by retail account is notveasily‘:'<:
obtained. Most dairies have aﬁ‘estimate-of the number of cases'déliVered R
based on the quantity of product shown-on the delivéry record. Few~dai#iés,
however, keep an accurate record of the number of cases picked up from:i; |
each éécount on a daily basié.

VOﬁe firm contacted in ﬁhe survey had recently instituted a. system
to collect such information for purposes of monitoring case.losses.l :
 These data wéré provided for analysis as part of this project. The dgfa '
cdnSisted of daily records for 241 retail accounts on eight different
ro#tes.' Routes were selected to be representative of all different
types of_retail accounts‘althouéh the cooperating dairy_chused.mainly
on the convenience store, restaurant énd institutional market. Some-

independent supermarkets were included, but the sample is not representa-



"t1ve of the 1arge chalnstore market.

:vnlne week period in the fall of 1980.

. The 1a¥gest.shafe of total cases accounted for'were delivered to‘,:‘vfr;;'
conVenience type food stores (Table'13).

lbover the n1ne Week perlod for all accounts.

‘Daily.recordszwere'ohtained for a

Losses averaged 1. 24 percent h

Vendlng and snack food

'1wserv1ce accounts ‘had the highest average losses whlle other instltu— o

'tions_ ‘had the loWestzW1th_less than one.percent.

Table 13

21

Case losses by type of retail account, 241 retail accounts, Dallas, Texas,
nine veekgperiod,'1980;
~ Type of  Share of ' Percent lostl
- Retail Account Total Cases (nine weeks)
: R Dellvered :

“Food Stores? .

‘Hotel and Restaurant

~Schools
OtherFInstitﬁtionsd

: Vending"andd 4
‘Snack bar servicing

Totai all accounts -

- 73

10

- Percent —_

dll;Slg

- 1.34

0.74

©3.40

100%

1.24

l,Difference between total cases delivered and total picked up.

2 i a e e -
- Primarily convenience type food store.

gDeliveries to food stores were the lowest on Wednesdav whilefdeliveries“j'
" on the other four week days were nearly,equal'(Table 14).

vtypes of\accountsdshowed alhigher delivery in midweek.andgloWerbonhMonday‘;=»

vdand Frlday._

Most of the other

For food stores the number of cases delivered was greater than. the
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»:nhhheripicked;ub”on’ﬁonday;-Wednesdaydand Ffiday‘(TabléIIS);\3Tuesday and'
‘lThhrédayhdeliyéries ayeraged'a positiVe balancéa ”All other'fypes of
',accounts had a negatlve balance on Wednesday and Frlday w1th some
;shew1ng a sllght negatlve balance of Thursdays as well |

It could be hypothe31zed that the days on which larger than average o
‘ dellver1es were made, more empty cases would be left at the retall flrm
vdue to llmited.SPace in-the»truck:i'This Would yield a negative>rela~‘
vtldnship'iﬁ Tahle 15. | |

Comparlng the occurrence of negar1ve balances in plcking up cases
'wlrh the days on whlch large average dellver1es Were made does not reveal :

afconslstent pattern exeept'in the case of restaurants.

Table 14 -

Average number dfvcasesldéliVered by:day'of week and type of account,
 Type | - Day of week.
of’ : g ) . : & f"~ ‘1 “ R
Account  Monday .  Tuesday — Wednesday Thursday ~ Friday o

. =—- number of cases --

_ Stores  37.8  38.1 26.9 38.3 38.5

Hotel : : . : v )
and Restaurant 3.1 - 3.0 6.2 - 2.3 4.1

Schools  11.4  13.9  12.1 - 17.0 0 10.1

‘Other . . o ' v ) R T
"Institutions - 12.0 38.1 14.5 30.6 14.6

Vendlng : : A v
and snack ‘ , 6.5 10.7 8.8 9.2 7.8

Average 145 220 9.6~ 18.6  18.9




v Table 15

.Average percentage difference between number of cases dellvered and number

‘picked up by day of week and type of account, Dallas, 1980.

Type i o k h Daz of Week
of ‘

Account S Monday'b Tuesday 'Wednesday'f Thursday fFridayu.h'

== percent1 =

Stores = (2.85) 1.26 -~ (1.45) 0.61 - (3.53)

" Hotel

‘and Restaurant 3.06  1.95 i'f 't(6;48) : » 2.56:' (6.15)
';Schoois 310 (378 (3.08)  (1.48) . (2.03)

Other » R T e e T Sl e

- Institutions ©(0.27) - 0.28 - (3.40) - (0.75)  (0.81)
K Vending' _ o o ' - , ' E ‘, R
and smack  (4.52)  0.00 (5.32) 0.76)  (7.02)

| Toral @8y 0.9 4(4.32) 040 f(3<70)d~"

1 percentage is- glven in parenthe31s where number of cases delivered 1s
: greater than number plcked up... Lo : - S

'In some situations this could be the result ofvan“increased number

';‘of stops being made on the first day of the week EVen if:auerageisiZe:
- of- dellvery is not greater the total number of cases on the truck may be |
=vincreased,thus restrlctlngvflexiblilty in picking up-empty cases;,v |
'These'data-suggestTthat thevnumbervof'cases delivered relatiVe to_‘
"the number picked‘up'variesvwith day of thefweek. The”pattern is not
“consistentiacroSS all types of retail,outlets due‘to the difference in
'v¢r£héir demand for and use of dairy‘products,:‘To the'extent that more
'bcaSesiare delivered than picked up on anw'giVen day, it suggests that some
nempty;cases_are'occasionaily being left atvthe retailer; Whenithis
.:occurs the opportunityveXistslfor caseshto;belleft invunsecured areas.

: and’therefore more vulnerable,toﬂloss.

2230



24

Alternatives for Reducing
Delivery Case Losses

Because of‘the sizable case losses experienced.by:a majority»of'thet
dairy'prOCessiﬁé_plants contacted during the‘study;.some»means of'reducinga
losses is of importance. It is not unusual for processors;to tjpically
have to replace%a third or more of the plant’s_shipbing-case»iuVentorﬁ each  !'
year.*,Lossesrdue to case damage or breakage are relatively minor.vautrigh#
Vcasejloss is the major problem; A question, at the outSet, existed aS'tbj.‘
VWhether case purchaSes reflected largely the growth of milk sales iu_resuonse ;
to population'increase in major Tean’Cities.> Such proved not to be the ?‘
case;' Lossés also were found to be large within closed as well as-open_r
distributiou systems.

' The prinecipal cause of case losses appears to be from Storage,outSidei
'therstores to Which deliveries are made;

Ourvfindin%s indicate-that‘a~cﬁain’food store;fou the'aVeraée,dhadf;i
about‘213 caseséwhen ﬁisited; Fourteen percent, or approx1mate1y th1rty (30)
cases were emptres 51tt1ng outside, usually at the rear of the store, mostly |
‘ unsecured 1n‘any way._ Those cases, assumed stacked five h1gh uould occupy
a space”of-aboutvsevendfeet in length and no moredthan'a foot and a half;in A:d
width. Helght would total near s1x feet. o

The average experlence was about forty (40) to forty—frve (45) empty o
cases 1u51de the store, maklng a total of seventy (70) to seventy—flve (75)
empty cases that requlred some storage arrangement; Approx1mate1y one;' |
hundred and forty (140) cases were st111 filled, and in the cooler. orlelsev
“in back—up to milk d15plays. Therefore the key proeblem is how‘to uanage~the |
average of seVentyr(70) to seventy-five (755 empty cases to reduce or avoidb

losses.



If the elimination of dairy case losses had a simple solution it would;i’

have been reached long before now. Two factors stand betweenﬂdéiry'ﬁroc—_

“essors. and the resolution of this problem —- uncertainty of responses to

' alternative plans and the uncertainties of probable costs.

' Ten alternatives are considered in the section. Noted are the respécfwsl

tive advantages and disadVantageSjof'each.‘ 

10.

- Driver education
Store manager educétibp
,_Iﬁfstore storggefpens
,OutSide ofrsﬁore étoragé_péns'
°'Nes£ihg.casesb
jDeliverj carfs
One-way cases
'Déﬁosit system for"driVérs
’fbeposit systém for'étorés by individual'ﬁrocessorS’"'7

'Mandatéry deposit system under legislative authorization -

Dfivér’Education_

A driver education program's purpose is to 6btain more effort by route- -

men to pick up and return delivery cases from food stores and other custom-..

~ers. Advantages are a low cost of implementation and a minimum investment

cost to operate such a program. Periodic route salesmen training sessions

..plus educational leaflets or other materials are the primary components.

Some added expense may be involved in checking route-men's performance upon

- their return from daily runs, but'inventorying_of returned, damaged or

ISPQiled'mérchandiSe is_normally»required anyway at the truck 1oading.dock,

'Disadvantages revolve around two implicit assumptions which are often

‘not yalid. One assumes that the driver always has room on the truck td_'.
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carfy'rétuxning;casés. Thevother_is,;hat case disappearance is»solely or
' predoﬁinantly éaused by route-man negligence.
: ;' Déify prOCeséqrs indicated that daily deliyerieé, particulgfly ;0 $uper+ ‘
’mérkefs,‘are'unéVén, Being_heaviest toward the end of ;he‘Week'tofaccommodate‘
higher end-of-week retail sales. Case returns space on trucks is limited on
heavy‘délivery.days,‘theréby pushing returns several days in arrears. |

~ Since such a large volume of milk moves through supérmarkets, case
losses in ;his system represent a large portion of the ?foblem. These stores
often have limited back-room stOrage spaée. ‘Therefore, delivery cases tend
tb-bevplaéed outside on the tfuck deliﬁery_dock asvthejpath_of.leagt resist-
ance..’ To‘the extent that there is outside storage of delivery cases, whgre
they are susceptible to bging picked up by passers-by, damaged:of misplapgd,
case returns are out of the drivers' control.

Store managers interviewed were often vague as to how mahy,emptyvdairy
cases typically were on hand or even where they ﬁere located since often no
specific.storége=spéce is designated. The subject is - a low prigrity,consij
deration. Nearly unanimous was the store managers; opinion that no ﬁase loss
existe&;}or if éo it,was minor. Three out of four store managerskwérgvﬁnawgré}
that.aﬁy‘probleﬁiexiéted_(Table 8). Furthermore, half of the chain-stofé |
manégérsvand a third of the affiliated chain or indepeﬁdent-store mapaggrS.‘:v

reported that cases[Wére generally stored outside_the store.

Storé Education

Given the low priority most supermarket managers attach to the dairy
delivéryvcase pfoblem,,an education program:would be juépifiable, ?et no
fotmalizéd:prpgram was'evident for the Dallas and Waco market3areés. LStore‘H 
ménégets,(with some exceptions, are sensitive to business prqblems. There-

fore, store level education merits more attention. Because of store personnel
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~  turnover, however, continued periodic program presentations would be required.

Advantages again are a relatively low cost for educational materials.

'_Adde& would be the‘éxpeﬁSe'of-persbnnel time to present programs. Part=time

.';beysoﬁnel'coﬁld.bé.dbtéiﬁed that might redﬁce cQs#s. Visits>to-indiVidu;i ff -
“'EStére§ and/of:ceﬁtral mﬁétings with sevéraiAstOrés5and‘chains cOuidee hg1d;u } 
:"Which'ﬁduldvinéﬁf”cQsts fqr'luncheoh 6r diﬁnef programs. Thusvcbéfsﬂﬁqﬁid.’ﬁv.
ﬁéuéily~éxcéédfthét for,the-dfiVér”éduéafion approéch; |
»:“; 7Disad§aht?gesAérise from'ineffe¢tiyeﬁesékattribﬁtable to inadgquafé

i

 £011dw4fhrough'by»other in?store>Stéff%membérs;g'Nor does it résolvébthe'*’ o

 ‘.baékerobmfétorage‘space 1imitation that;pgéhes cases onto’outSide:Stofetdockstfﬁw

~ or yard space.

-In-Store Case Storage Pen

Dairy delivery cases when full are held in a désignatedfcoolérnrbdﬁ-that .

is;pgft,of thevfoodstore back—rodm»léyout, 'Wheh’emptied, thé_caseé"loseftheir'

‘space’priofity;  That logically leads‘to‘thé[questionvdf finding £hem‘a’ f;.

|

pridrity‘space. Two alternatives suggest themselves. A painted space could"ilb

" be designatéd.fbrvan empty case holding area similar to that used in'many;

“stores for returnable soft drink containérs."Another is to build a}pen,as&f;';

1

. . , Lo :
covered with mesh wire on the sides and front with a door opening but no .

.a mQré”defined,storage‘érea. Pens could be no more than a wooden frame
»door.'“The back would be against a wall and not require wire Qoverihg; 'It
cbuldee made on a sled or pallet platfofmvthat'would allow it to be moveQ; 

with changes in back-room layouts.

"  AdVantag¢s?are that a pen provides a designated storage space. En— -

crpachmént of the space for other uses is somewhatilessened.r~Cost would be . -

‘mostly a one time investment and might even be‘shared with the food chains .
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"to obtain‘interest ih,case protéctian; Pens of two’or three varylng sizes  1
‘could be centrally prefabrlcated into” panels to reduce costs, | dellvered to
the stores and assembled u31ng sllp pins in pre;attached door‘hlnges.h::3i;f1“
Manufacturlng costs have been estlmated to be about $100 to- $150 per un1t

dependlngvonaslze and quallty’of materlals. Dallas had 308 chaln supermarkets

aecofdinghtoithe:teceht,Editots:and‘Eublishers Manket.Data,Guige. ~Pen_¢5$tS_,
vabf”theseistotés-woﬁld approximate $45,000, but thatlwoﬁld be shared by all
theﬂprocessprs,serVing-the‘marhet, and. thus represent'asvery spall invgst&entf
‘by each o | |
Pos31ble dasadvantages lle in sharlng pen space w1th other dalrles, but

' thatnshould_be manageable.v More 1mportant perhaps is the,probiemjofAflndlng
anrag_feéabie locatlon for the 'pe’n.v’ Sécoﬂdiyv,- 1s the agreement on the pen
size, ‘Also, there is the question of who will maintain the pens in

good physical condition, 'Ahd fiﬁally;vbackeroom_sﬁaCesitself‘is a severe
limitationgat,some'stofes,:which Wouldjforce>anyveaSe‘holdihg System,at’sUeh

stores to the outside loading doeck or rear of the store. . -

Outside,storage}PEthi

-'An'Outsi&egpen would;gehetally haﬁe to be more sturdily constructed,
with heAviéf Wi?e-than'infstote‘units;-tFurthermore, all sides and thehtop
»AshouldgbexcloSeduto‘preﬁeht.ohauthorized:entry.. The cost of thesevunitsxare.;',
”estimated tbxapprbaeh'$150 to $200 each, but these may'Oniy‘be neededaat?somes_

of.thevolderostoresf |

TheboiSa&vantageseof’the outside peh are its addedvCOSt,vgreateerul—t
'nerabilityftofcase pilferagevand,lesservconﬁenienCe'toastorejpetsonhelvfor;vf
'hahdling:cases; bAnd, of course, the pen would need tO'be'loeked.A Assuming -

" that a fourth of the supermarkets required outside units, in Dallas, the total
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~cost at $200.each would be $15,400. That, c¢ombined ﬁithvthe»cost of $34,650 :
for ihside pens at the other three-fourths of the stores, would total About“
'$50,000, again a small figure compared to present expenses of delivefy‘céééi"

losses.

'"NestingvDairy‘DeliVery Cases

'Dairy»deliVéry case makers are well aware of the casé iosses experienéed;,‘;_*
V‘by{dairf proéessors. It has led at least one manufactﬁref:to'design awnésﬁing jjg;:
' 6asé}1oh:§he assumptioﬁ-;hat Sin¢e~neétingkcasés"fake.lessfroom’there Qbu1d 'f7}:
 Eéfévgfeaterxlikelihdod,of their‘beiﬁg kepﬁ inéidé»thé stbrés‘gnd more‘cgsés f*
' §Qﬁld‘B; 1§éded on returning‘delivery trucks.! fﬁat WOuld.helpEaccoﬁmbdatep;}5

the larger returns after each weekend's heavy store sales.
th g Lurns ; y 1
‘ i

» ";A'césézdeSigned by the Nestier~Company, ih Cinciﬁnaﬁi, Ohﬁo,.reduces; f
stacking;spé¢e,f Turned one way the case‘is self—stacking (pos?tion‘uSed -
whenaioaAéd'Withvprodﬁcts) and ﬁurned the othérIWay it‘paftialhyvngsté, &
véaViﬁgv44.petceﬁt in,space.réquiremenfs;iFigutes 1 and 2. | |
Nesfing cases are of a durable, héavieereight'and would éost abbﬁt

$3§86 eacﬁ. That is about one dollar more than'théliight weight\sﬁandarqwﬁ_"
'delivery case most dairy ﬁrocessors usé. Two in—line pieces of»eqﬁipméntv;;
ateineéessary to ﬁse the,case;~a>destaéker (rated at 40'cases}per miﬁute); 

aqd an orienter unit f0r putting‘dases in the Self-stackiﬁg pdsitibn for phei;
fillér machines. .The first céSts abouﬁ-SB0,0dOvand the seconi aroundv$;O;QOO; )
Mbdification of thecstackef and other case»haﬁdlingjeduipmentq‘becauseA |
'¢hannéls have to be éligﬁtly'widénédvfor these céses; involve;‘another,$65000>5'
"to $§,600 6né_timé éost;‘thus;vtﬁe,fotal system édéts'aré néar $50,000.&1The'
 addéd.§ost'of one dollar each for thefhea&ier ﬁéight casé,makes start—upuvﬁ
cost $lS0,000:(éSsuming_a stock of 100;000 caséé). If two filliﬁg_iiﬁeé}aréi_-
 uséd, the'c63t7becomés $200,000. |

|
|
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’If‘gaéétiééses are rédﬁced by an*ambunt edui&alent to 15 percent of
the.bféceSSOr's]case étock, ;he;Savingé of'thé new_system'is $42,000 per
yéér (assqﬁing a sﬁock of 100,000vcaseé and feplacement cost 6f $2.80 pef ,
B caSei..‘Theréfofevthe'new system would pay for‘itself (conversion cost plﬁs\
one dollar_éxgr% case cost) in'about:five years, on a two line syétem.
Thisyis;exglusiQe of inferestYCOSts on the increased capital‘investment.
However, néither-éoes this estimaﬁe‘take into‘accouﬁt éther»savings the
systéﬁ might_geﬂerate; Among these are —-

1. Incréased truck capaciﬁy'to réturn empties on heavy delivery days

'beéaﬁse,empties will nest.
2. Greater case of handiing retufﬁ'cases, a factor which may:redu¢e~
'labér'éostvand allow some touﬁé_expansion pér.dri&er.'

3. ﬁé$5gc£§é storage space requifed.at the processing planf féfvboth
returnéd and cleaned cases. ?focessdrs with expanding markets
would have feduced néed for new or extravplant construction.

CaUtion_is advised,_howé#er, that a deéailed csst—bénefit»analyéis:bé/madef

as ‘part of any serious consideration of such a system.

"Deliﬁé:y Carts

 Anbthet syétem that could potentially reduce case losses is tb folldw
thé.é#ample‘of bakéries and cold drink distributors who use a &elivery‘rack
or éartithat iéfieft“at'the supermarket. Empty cases afe-placed.backxin¢the 3
cartAready f6r¥return to the processing plant. | |

, One such system was developed by a bottling company in Austin, Texaé;
It now ié used'aiso in Fort Worth and possibly other citieé.; Delivéfy'carts
| Wére désigned and‘made by a firm_in.New Braunfels, Texas, to deliver and

}retufn cartons for the 2 liter plastic bottles. The plastic delivery case



Nesting

'Figure 1

dairy delivery cases in
or regular, position.

de-nested,

Two

Figuré 2

nesting dairy cases in nesting position
providing 447 space saving.
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Figure 3

Storage of cold drink delivery cases in returnable carts
in food store back room area. Also view of palletization
of products which is increasing.

Figure 4

Returnable carts loaded with
cold drink empty cases.
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for the bottles reportedly.costsfabout'threegdollars. The metal delivery

gcarts‘have four wheels on a bottom platform and the upper structure:may,be jn
made of angle-iron or a tubular metal, (Figures 3 and 4). The carts, which

1have been in use for about 5 years,vhaye,performed well.‘ Occasionalwdamage -

f’1s repa1red by spot Welding

Two maJor advantages have accrued from the carts. Trucks arerloadedz‘d“'

ufandnunloaded‘in.much-less time. - Therefore,-one»driver‘can make-more'deliv-f'

. _1_.1 v
-eries and pick-ups per day. Secondly, the stores keep the carts 1n51de, and
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‘Lmove them as needed but they serve as a focal point to place empty dellvery S

cases (Figure:4). It must be recognlzed however, that a dep031t system on~j

flthemcases‘for c¢old drinks encourages thls.f~ ‘ ,fb-, SR

A cart for dalry use- could be designed to hold 30 to 40 cases, and be- ;,v

,about the same 31ze as the one. shown here. A supermarket delivery of 150

cases of dairy products would require 5 carts per delivery Assuming an

elght year cart 11fe at the reported $150 per cart, the annual cost would ‘?;

"be $18 75, excludlng interest on 1nvestment. An.estimated repalr cost’of .

85 per year and $10 for cleanlng would. bring the annuallzed cost to $33 75:é\{

r.per@cart,;or 64 cents' per week. Four trips per,week o ;

e 4,Xu30fcases:%>120 cases X 4 gallonsv#.480.gallons of milk,s lhat is‘eqﬁivagg;ln

.alent to 0.13 cents per,gallon; -Assuming that double the number~of;carts>51;

is needed for the float, cost is raised to 0.26 cents per gallon. Current,;fj
" case 1osses are adding up to a cost of about one—half cent per dellvered f?'>

, gallon. vThlS illustration is prellminary and a full cost-benefit analysls R f'

'should.be completed’before-a final.decision'is made.

Advantages of the system would center around reduced case losses because

. of better ease of 1nslde storage and reduced labor cost in mak1ng dellverles

and accumulating.return cases. .
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Dlsadvantages arlse from costs, 1f any; of adaptatlon of the system to
' refrlgerated trucks. Cold dr1nks dellvered in. carts are hauled in trailerki;
.trucksé ‘Also, da1ry plant rece1v1ng and 10ad1ng rooms. would requlre some
hé@aPtat;on,ﬁqr*garts-'. |

ha‘further“limltation is that'nofresearch record islavallahle relative
.‘to the reductlon‘in case.losses that can be expected ‘Like the nested”case-
‘ system, the cart system should recelve extensive prellmlnary test1ng before
belng adopted.j a; | |

Bottled drink manufacturers charge food chains ‘a- dep031t on the dellvery

cases as well as on the dellvery cart._ ‘The dellvery cart was not adopted to.

reduce case losses but rather to 1ncrease route eff1c1ency CaSE'lOSSBS_by )
éthe'cold~d?inkxdiscributqr werewvery»minimal-v No periddic‘reqrdefingﬁw&s
necessary to replace delivery case losses.

'Qne;ﬁayfcases |

The concensus of the industry thus far is that the unit cost of one—way

’delrvery casesjis;toorlarge to make-ltfa»feasible,snbstitutegf Flimsy Shlp-

plng containers are reported to cause’product conta1ner damage that negates

f’ any potential sav1ngs. Heavy corregated shlpplng boxes, on: the contrary,
vprotect the product but are too costly -to. afford for one—way use. in most

instances.

lncentives,or1Chargesrto:Drivers:v

- Two. aporoaches to case dep031ts have been tried.. 0ne~is toschargerf
'routeemen’for mlss1ngxcases.v An. alternatlve is to glveba monetary 1ncentive
for returnlng cases. Advantages are that the drlver is motlvated to get |
cases back, although it can lead to p1ck1ng up. cases belonglng to: other dls—

tributors. It*should\cause;the route“driverlto_keep store personnelvawareu
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“;of the mneed to get cases returned; ‘A disadyantage is‘thefpotential‘dissaté B
'1sfact10n among’ drivers and poss1ble 1ncreased employee ‘turnover 81nce casef‘
t'losses are not entlrely the drlvers fault.’ The 1oss stems 1arge1y from

’houtside'storage of cases and“is, therefore,fmainly‘a store baSed‘problem;’:g, ’

l ACase Depos1ts by Stores

. ThlS system, used by cold drlnk bottlers, has performed satlsfactorilyfi

',for the,lndustry, Slnce 1t 1nvolves consumer dep031ts as well, 1t 1srmoreﬁf

ilnvolved than da1ry case depos1ts Would be.: The bottled drlnk system was

‘”formed for returnable bottles,'so 1t was already in place._‘;;:‘

Advantages come from the low cost to the dlstrlbutor as1de from‘extra ‘;ff“
sbookkeeplng Also, bottlers have a’strong consumer market brand.demand’foryl
ulthelr products and stores ‘are not 1n a p031t10n usually to refuse to handleyll
?dproducts where a depos1t is required VMilk is-not*considered‘to.haVe.aS' :
: hlgh a degree of brand allegiance.; Therefore, a cha1n could simply‘sw1tch ijl
tvto a. processor that dld not requ1re a depos1t.y‘ B
| The maln dlsadvantages to mllk processors of a voluntary depos1t system

| would be the threat of 1031ng customers to one that d1d not requlre a casex::l
‘dePPSit? sMost industry observers hold theyviewjthat‘a deposit_sygtem neeasdy;
:dto:be-uniformly'followédsﬁy,éllimarketergfsthhat,customers wrll_ﬁot;be7lostl
;and'casesiwillunot be’pirated from one,plant to'another. ‘Leglslation’hasuj
Abeen,suggeStediasfa means‘otvorganiZing and(enforcing abuniforn‘Systen;fh‘f

_ However, for’any suchisystem:toyworh, dairies Will.need to increasefthelr
;leyelgof inventory managemenﬁ,frecord—kéepiag'and-control wlthrrespect'to o

Ewholesale'delivery cases.
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ConCIUSlons

‘”lfThe prohleﬁ?of,iost'and stolen dalry caSesjcontinueslto'he adsigﬁifi;i’
{cant prohlem'in“Texas.s Losses for 1979 were conservatlvely estlmated at
"1 9 m11110n dollars annually._ Other studies have 1dent1f1ed the magnltude
of the problem and suggested measures for control. The purposevof thrs
fE Studybwas-to.focUS.On ‘the problem-of handling cases at the retail‘levelfh

» éﬁd' ”eiplofé tfré attitudes ?of‘r"etaiiléré’taw:‘a'rd ‘these pfobleus. A surve’y'
hof 43 reta11 store,vrestaurant and institutlonal managers was the prlmary
data collectlon method used for the study

- The most" 31gnificant factor 1nvolved in the loss’of dalry cases is
fthat-the opportunltygfor such lOéSES‘iS created at the store level. : This
1nc1udesboth inadeduat'erlfy secure »s"t"o_ra-ge and incomplete orfnqnexistant’ S
»;record4heeplng‘relative‘to the numbgfféf cases delivered7andireturned;.u”
1 lherefis}aﬁgreat.dealrofJVariation'among retailers witﬁ the most'impbrtantf'
Qdifference,beingiaSSociated'with?the»policies of retail chains. Only a few.
of the larger chalns have an effective policy. of requ1r1ng 1ns1de, secure
4storage-0f empty dairy cases. ThlS:WaS’ObViOUSly correlated w1th'th0se
s chalns whlch have 1arger, newer stores‘where storage space was planned con—?*
7 siderlng modern dellvery condltlons. |

.MOSt”retailers dovnot-conSider case'lOSSes_a problem.‘kSinée,fétéil»;
f1rms 'aré' no“tj"be'arit-fg the cost of ;cvasé losses direc-tly-,-“th”is-' atfti.tu&e. is
unc'ler‘s‘ta“ndablei. However, in most instances they were not ‘even aware that
‘a 51gn1f1cant number of ‘cases could be lost from the1r store.
“Two areas are 1dent1fied in which changes could be made to- reduce case

1osses.‘rmproved storage and increased awareness of ‘the problem.‘ Increasing'
":secure storage space is potentially a hlgh cost solution. The use of stackh E

able dalry cases could result in better utillzat1on of ex1st1ng storage space



but has cost considerations for the dairy. :Secure storage areas in stores
could‘als0’be”encouragedaand the use of delivery carts might also be impleé

mented. 'TheSeaalternatives need-careful study and testing.
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The key management problem is to change the attltudes of both drlvers j,].

'b»:nand retallers.' Educatlonal programs for each represent'a place toﬂstart;vV

‘but these alote will not be successful. Incentives must be created which .

L owill encourage»better;‘moreASecure handling of empty dairy cases;"These,ai

L 1ncentives, however,‘w1ll have to be. accompanled by a greatly ;mproved sys—

,Ltem of 1nventory and control of empty cases.v Dr1vers cannot be held account—}w‘f‘

bfiable for empty cases if retailers and da1r1es dobnot prov1de Some securlty
"nto av01d loss. The costs of 1nst1tut1ng rmproved inventorygkrecord—keeplng

»'and securlty of cases around the dairy plant is 31gn1ficant and for some -
- dairies"it may approach the‘current cost‘ofrlost-cases. |

"Ifba:dePOSit.System on cases is instituteddat the'retail 1eve1‘itfalso

T

» must be accompanled by the .same klnd of 1mproved record-keeping and control.:r

’Voluntary depos1ts have generally not been successful because of the highly

”vcompetltlve'nature of the dalry rndustry at the manufadturlng andrwholesalepk.

llevei.%'Mandatory'depositvsystems'enfOrced'throughilegislationéwillirequirengr

'the same’ addltlonal control efforts by da1r1es that 1n the past they have
not been able to Justlfy. In other words,‘a mandatory dep051t system by

yltself cannot exist without addltlonal record—keeplng, 1nventory control and

“,vp0351b1y goVernment 1nvolvement for‘monltoring purposes, If these activ1t1esgv

could"not be justified in the past, it is'not clear that the imposition Of,J :

‘a mandatory deposit Systemtalone will”make‘them any more cost‘effective.‘

~ Several activities should be con51dered by dalry processors, both 1nd1—>
1vidually and collectlvely One is to 1n1t1ate a contlnulng educatlon pro—;
5fg?am.f9r dr;VerS and retailers. This could 1nclude the use of posters and

. brief’information sessions designed to»vauaint them with the magnitude of ‘.
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"theaproblem‘andrits costs} In conJunctlon W1th thlS, dellvery routes should
:]be revlewed 1nd1v1dually to determlne 1f there 1s a chronlc problem Where i;;
»empty‘cases exceed the truck’s capac1ty on certaln days of the week

Beyond thlS, an 1ndustry-w1de effort should be 1aunched to support the h
development of technology de31gned to reduce the problem;‘ Th1s mlght 1nc1ude
stackable ‘or. non—returnable cases or portable storage fac111t1es. »Some]prog—v4
ress.has beengmade'lnﬁthls area with'shlpp1ng.cartons and~other devicesw c
Improvements 1n edulpment de31gn, handling methods and materlals w1ll‘have'
to be made, however, before the problem will be 31gn1f1cantly resolved An
industry—w1de effort could prov1de the 1n1tlat1ve to encourage equlpment |
b,manufacturers and others:xn the1r,search for better,»more convenlent»or’morev
: secure:handling:systems,for dairy products. | | | |

A‘dep031t system: has worked for other 1ndustr1es fac1ng‘31m11ar prob—
blems. ‘In most‘cases, however, it. is comb1ned with a strong brand 1mage and
.éenerallycrndustry—w;de‘adoptron, ,For thls_tobwork in the:dalryvlndustrya‘
’:a'significanttamount‘of cooperitionvwouldbbeurequiréd. hIt islsuggested_that
‘:i-mperemen;t.‘,S[ih récbrd.-kéep;ing, " vinve'ntory‘_co_ntrol .a;id,security in -storage be
-,iﬁétitﬁted'f0r1¢05£ dairies prior to ghe launching of anyydeposft\system{{ .
For avmandatoryvdeposit system under authority of:law to work, thebotherdi
»managerialtandyeducationalbefforts must be putvin place and_highly,visibleil_

to all those who would be affected.
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