From a heavy sigh to breathing easy
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In these tough economic times, FloraHolland is ready to make the stratedieasieitigiotudy, that has recently been
needed to maintain and even to enhance its competitive position. Due to fgPleted, to answer the question of how

such a supply system could be set up.

growth in globalisation, the traditional oriculture industry has had its day gpd & and good from a conceptual
push process of the auctions is no longer satisfactory. FloraHolland wantgdmistariew, but can we actually achieve
supplying “owers on demand. Using a virtual auction, the cooperative hasfaGHERee asks-

an ambitious project known as “Flowers on Demand' and plans to establi%nvg)}g/i

large-scale mechanisation effort.

By: Marieke Jansen

sixty per cent of global exports
Ecut flowers and forty per cent
he international trade in plants
run through the Netherlands. In recent
decades, Dutch flower and plant exports
experienced steady, uninterrupted
growth, reaching a record five billion
euros in 2005. Two billion of that passed
through the Aalsmeer marketplace.
Greenport Aalsmeer is one of five
greenports in the Netherlands, as named
by the Dutch cabinet. As a cluster, it
fulfils a crucial role as an international
supplier of flowers and plants. Greenport
Aalsmeer wants to solidify its position
as world market leader and double the
export value of flowers and plants to nine
billion euros by 2025.
The Netherlands' international
competitive edge is however under
threat from globalisation. Whereas once,
The Netherlands was the leader in the
floriculture industry; globalisation is
quickly taking its toll; thats according
to Marcel Claessen, branch manager for
FloraHolland Aalsmeer. “Africa, Central
America and several Mediterranean
countries are growing in importance as
sourcing regions,' he explains. “Volume
in the Dutch production regions has

remained stable or even dropped
somewhat, whereas these foreign
production regions are experiencing

growth." The main drivers for this shift

are wages and rising fuel prices. "If you
consider that energy costs make up thirty
to forty per cent of a grower's overall
costs, then an increase in the price of
fuel from 20 to 40 cents is enormous,’
Claessen points out. The traditional

markets are also changing. "The growth
markets used to be in Central Europe,’
he says. ‘Now, theyre in Southern and
Eastern Europe, especially Russia. That
means both the sourcing and the sales
regions are located farther away from our
logistical hub.'

KdzZ[h jA] YbeYa
FloraHolland has developed an ambitious
plan to maintain and further solidify
its international competitive position,
one that will require a great effort
throughout the entire floriculture supply
chain. FloraHolland wants to introduce
a demand-driven + not supply-driven
+ supply chain. The idea is to completely
uncouple the physical flow of goods in
the marketplace from the actual sales
transaction and to deliver the flowers to
buyers on demand. In this vision of the
future, it is customers who determine
the time of delivery and volume of goods.
FloraHolland hired the consultancy firm
Districon to perform a comprehensive

Since jts inception, the auction has
meﬁved its strong position from
the clock. In fact, this method of selling
things in descending bid increments is
known worldwide as a "Dutch auction.
The clock is used for pricing and cuts up
the growers' shipments into smaller lots.
In the past, the physical flow of goods
and the sales transactions came together
at the marketplace. The day would begin
at the grower's; he would cut the flowers
and drive them to the auction. The carts
of flower would then be arranged in the
correct order and the auction would start
at 6:00 a.m. As soon as the flowers had
been auctioned off, the trick was to get
them to the buyer as quickly as possible.
"We have two-and-a-half hours to do this;
usually it only takes us ninety minutes.
It is all shoved in the direction of the
customers who then in turn do the same
thing with their buyers,’ Claussen says.
Every day, its as if FloraHolland were
taking one big, deep breath and then
expelling it £ as if the flower auction
heaves a very deep sigh during its intake
and distribution process.

One important change in the auction
process over the past ten years has been
virtualisation. These days, about half

of the flowers and plants on auctionr> >

FLORAHOLLAND COOPERAII

The FloraHolland Cooperative has six auction lmtsitia national arbitration
organisation and an import department. Each audtication has its own special
character. There are three export auctions (Aalsmiaaldwijk, Rijnsburg) and three
regional auctions (Venlo, Bleiswijk, Eelde). Tétiwaork of operations constitutes a
single company: they all follow one single counse are linked through an efficient
logistics network. FloraHolland originally devetbtiee Flowers on Demand concept
for the marketplace in Aalsmeer, which is at trenil' location. It also had plans
already underway for a new building at the "East#ition because of a growing need
for commercial space . According to Marcel Claesseanch manager for FloraHolland
Aalsmeer, this presents the ultimate opportunityrftegrating a new logistical concept.
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» Costs are a very de®ning factor,
and every link in the supply chain adds costs'

Marcel Claessen, branch manager
for FloraHolland Aalsmeer.

are literally not even laid out under the
clock; instead, photos of the products
are displayed in the auction halls, so
that when they are sold, the flowers and
plants are taken directly from the cool
rooms to the buyers. This technology
was unleashed through the web. As a
result, buyers in remote locations can
bid on items, so long as they have a
subscription. "Once the physical flow of
goods has been disconnected from the
sales transaction, you can look at how
your logistical process is set up from
a different vantage point,’ Claessen
explains.

The branch manager points out that
the pressure on costs and lead times
is greater than ever. "It used to be that
a trader would buy five carts of roses
and then figure out how to sell them to
people. Nowadays, he buys on order.
Costs are a very defining factor, and
every link in the supply chain adds
costs,’ Claessen says. FloraHolland is

therefore considering setting up a central
decoupling point where goods would
remain until a customer needed them.
That would save work and handling,
thereby reducing damage and costs.
“Let us hold the inventory; we have the
cold store facilities anyway,' Claessen
concludes.
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It sounds great in theory, but could it
actually work? To carry out the concept
without changing anything else would
require three times as much space
+ and labour costs would explode.
'On a busy day, we conduct 50,000
transactions in five hours' time and have
1,200 employees running around all at
once. If we wanted to deliver flowers
on demand, by hand, within an hour,
we would need thousands of order
pickers. With manual labour, you can
only operate according to the standard
push process,” Claessen explains.
So, the branch manager sought external
advice. ‘This was such out-of-the-box
thinking, it required some outside help.
We looked for a very senior consultant
who could look at our plan with fresh
eyes and carry out a feasibility study for
us," Claessen says. He asked around in
his own network. Districon was hired
to perform a comprehensive study of
the concept's feasibility and gauge three
major aspects: Can the technology handle
it? What about the space requirements?
Were the financial projections correct?
‘The financial picture really needed
to be nailed down,' interjects Wouter
Nering Blgel of Districon. “FloraHolland
wanted to break even at least from an
internal perspective * to do more for the
same amount of money.' The study also
provided an answer to the question of
how to design the process.

‘We want to introduce large-scale
mechanisation but do it in stages.
The ultimate goal is to create a large
automated warehouse that operates
according to the principle of bringing
products to the people,’ Claessen
continues. An essential aspect of this
mechanisation effort is the development

of a robot capable of picking orders and
conveying flower containers. Claessen
contends that such an innovation is
crucial not only for the supply chain
as a whole, but also for improving
occupational health and safety and the
sector image of the floriculture industry.
"The image of a grower in clogs on his
knees working in the garden persists to
this day. What | was surprised to discover
was that the technology is much more
advanced than | thought,' says Claessen.
The feasibility study's findings were
favourable, but there is still a long way
to go. ‘It is fairly complicated from a
technological standpoint, and even
more difficult to embed the knowledge
acquired into the organisation. We are
holding countless discussions with
growers and exporters. Besides that, the
current credit crunch means the project
will be more long term, instead of short
term,' Claessen says. The floriculture
industry has been particularly hard hit by
this, not so much due to falling sales but
because of all the borrowed capital in the
flower industry. "Flowers are for special
occasions. People might not be buying
expensive gifts anymore, but theyll still
buy a flower. The problem is with the
exporters, who have trouble finding
funding for their business operations,’
Claessen explains.

In the meantime, FKI, a system
integrator, and Eisenmann, a German
supplier of materials handling equipment,
are already working + independent of
one another £ on a prototype design for
a robot that can pick up five containers
at once. FloraHolland is funding this
production pilot with sector resources.
It also owns the design. At the same
time, the cooperative is taking the first
step toward demand-driven services by
stockpiling carts and providing delivery
on demand. The final step will be to
develop the aforementioned automated
warehouse, from which containers can
be transported by conveyor belt to a
buyer's location. If this ambitious plan
succeeds, FloraHolland can withstand
the international competition and finally
breathe easily.C<



