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Why scalable distribution
networks are not built by adding
capacity, but by designing
systems that enable profitable
growth Q
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ABOUT ValueScope™ Perspectives

VALUESCOPE™ is Cuma's thought leadership

PERSPECTIVES series exploring the

strateqic, operational and
financial issues shaping
India's mid-market
businesses. Each publication
offers practical perspectives
designed to help business
leaders identify opportunities
to create, recover and
sustain enterprise value.
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Designing Distribution Networks for Scale

Growth is often celebrated as a sign of business success. More

customers. More orders. More territories. More products. But growth e,

also places increasing pressure on the systems that support it. \ ) RETAIL & DISTRIBUTION

Many retail and distribution businesses discover that the network which

helped them reach 10 crore in revenue is not necessarily the same DESIGN I NG

network that will help them reach 350 crore or 100 crore. As | | RIGHT NETWoRK.
businesses expand, distribution networks become more complex. DISTRI BUTION o EIEGAT.TGFFL-S‘:JM:I'H_
Delivery distances increase, service expectations rise, inventory

requirements grow and operational costs begin to escalate. Without N ETWO RKS |

deliberate network design, growth can become increasingly expensive, _
difficult and inefficient. FOR SCALE s

Distribution is often viewed as a logistics function. In reality, it is one of = |
the most important strategic capabilities in a retail and distribution bl L
business. A well-designed distribution network influences: Sl s

o Customer service levels

e Order fulfilment speed
Inventory efficiency
Transportation costs
Working capital requirements
Market expansion capability
Profitability

Every deCISion abOUt Where Inventory iS heldﬂ hOW prOdUCtS move and . ‘I :iﬁlffﬂfriii:‘ketf @ IE‘S:T:‘lIIE:FZ E:SZ resources {r’[:fv]‘h' ﬁi::ii:ei:tgfbmty /I:{l gLL;JlIi:lT‘.:'l ;r:t}?uﬂo:ftﬁ;it;es
how customers are served has a direct impact on business N profitably andoperatingcosts ~ ~—” and customer experience today and tomorrow
performance. The question is not whether a business has a distribution
network. The question is whether that network has been designed for

the scale the business is trying to achieve. Q
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Many distribution networks evolve rather than being intentionally designed. New warehouses are added to solve immediate problems.
Delivery routes are adjusted to accommodate growth. Inventory is positioned based on historical patterns rather than future demand.
Over time, this creates inefficiencies that become difficult to see from within the organisation.

Common indicators include:

 Rising logistics costs

 Increasing delivery lead times
Excess inventory across multiple locations
Inconsistent customer service levels
Frequent stock transfers between warehouses
Difficulty entering new markets
Reduced profitability despite revenue growth

These symptoms often point to a network that has become reactive rather than strategic.

A Question

If your business were to double in size over the next three years,
would your current distribution network enable that growth—or
become the constraint that limits it?
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Businesses seeking sustainable growth must move beyond simply adding capacity. They must
design for scale.

This means asking different questions:

e Are warehouse locations aligned to customer demand?
Is inventory positioned where it creates the greatest value?
Are transportation costs increasing faster than revenue?
Can the network support future expansion?
Are service levels consistent across markets?
Is the network providing visibility for better decision-making?

The objective is not to build a larger network. The objective is to build a smarter one.

Leading retail and distribution organisations treat network design as a competitive advantage.
They continuously evaluate how products, information and inventory flow across the business.
They focus on creating networks that are:
» Responsive to customer demand
Cost-efficient to operate
Scalable for future growth
Resilient during disruptions
Supported by accurate data and visibility

Most importantly, they recognise that distribution networks are not fixed assets. They are
strategic systems that must evolve alongside the business.
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The right network design connects the right places,
at the right cost, with the right service—
today and tomorrow.

THE 6 KEY DECISIONS THAT SHAPE YOUR NETWORK

®© © @

1. CUSTOMER 2. NETWORK 3. FLOW DESIGN 4, INVENTORY 5. TRANSPORTATION
SEGMENTATION FOOTPRINT STRATEGY STRATEGY
Understand who you Decide where to play— Design the right Place the right Choose the right
serve and what they markets, regions, product flows inventory at the right modes, routes and
value (speed, cost, warehouses and from source to lecations to balance partners to deliver
convenience). fulfiliment points. customer. service and cost. efficienthy.

y
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NETWORK DESIGN LEVERS

SERVICE LEVEL ) COST-TO-SERVE

TARGETS @5 = OPTIMIZATION
LI ==

Dafine the promise Levasr total cost across

(OTIF, head time, storage, transport and

fill rate). irventory.

= Sat clear customer + Model trade-offs
expectations + Oiptimize for total

= Align network to landed cost
service tiers

FLEXIBILITY
\ BY DESIGN

Build buffers in the
right places to adapt

.._T L]

.,‘\. ENABLED

to demand swings. impraove.

*+ Modular infrastructure
» Scalable capacity
options

= Demand sensing
= Real-time visibility
& analytics

FROM DESIGN TO EXECUTION

00\ >98) >9

DIAGNOSE DESIGN
Assess current network Build the future state
perfarmance. network.
= Cost-to-serve analysis = Scenario modeling
* Location & flow design

= Financial impact

= Service level review
= Gap identification

THE IMPACT —
DONE RIGHT | )
¥ A . T —
10-25%
Lower Total
Logistics Cost

PLAN

Create the roadmap
and business case,

= Phased rollout plan
= Investment prioritization
+ Change readiness
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20-40%

Faster Delivery
Lead Times

>oc_ﬁ

IMPLEMENT
Execute and optimize
seamlessly.
= Partner & vendor mgmt.
= Process & tech rellout
* Performance tracking

15-30%
Inventory
Optimization

DIGITAL & DATA

Use data to design,
run and continuous! by

1

6. OPERATING
MODEL
Define processes,
technelogy and
partnerships to run
the network at scale.

SUSTAINABILITY
BUILT-IN

Build afficlant, low-
carbon networks
fise the future.

* Route optimization

= Green facilities
& fleets

> @ 2

IMPROVE
Continuously optimize
a5 you scale,
= KPI monitoring
= Continuous improvement
* Network evolution

Higher
Customer Satisfaction
& Loyalty
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The Value Lens

A distribution network is more than a collection of warehouses, routes and delivery vehicles. It
is the operating infrastructure that connects growth ambitions with customer outcomes.

DISCOVER

Understand how products,
inventory and information
move across the business.
|dentify bottlenecks,
inefficiencies, service gaps
and cost drivers that limit
scalability.

Q

RECOVER

Address network
imbalances, inventory
positioning issues, logistics
inefficiencies and
operational practices that
increase costs and reduce
responsiveness.

CREATE

Build a distribution
network that supports
profitable growth,
improves customer
service, enhances
visibility and provides the
flexibility to scale with
confidence.

(cont)

j

Distribution
networks
create value
not when
they move
products
faster, but
when they
help
businesses

grow more
effectively.
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. swwliit. Where Do You Go From Here

DESIGNING DISTRIBUTION
NETWORKS FOR SCALE _

Great businesses don't just grow sales—
they build networks that scale with demand,
control costs and create lasting advantage. &

Many businesses focus on expanding their distribution footprint. Fewer focus on whether that
footprint is creating the value it should.

At Cuma, we help retail and distribution businesses evaluate network performance, improve
e = : inventory positioning and align distribution capabilities with long-term growth objectives. The
Dove iy wdesand curcintonem, [ result is a network that supports scale, improves service and strengthens profitability.

markets and service expectations?

LOWER COST
Optimize assets, routes and inventory
to reduce total logistics cost.
BETTER SERVICE

I Are our product flows and inventory D¢h'u¢|'.|hg ri.gh: product, at the right place,

y . ¥ at the right time.
strategies optimized for service and cost?

SCALABLE GROWTH
Are our transportation moades, routes i:l Expand inta new markats and channels

ASK YOURSELF

B

Is our network footprint aligned with
demand today and tomarrow?

o

o
a

2

and partners the most efficient? with confidence.
RESILIENCE
I Do we use data and technolegy to make Build a network that adapts to disruptions ® ® I
l_ better, faster network decisions? and demand valatility. e n eX u e S I o n I S n W e e r
: SUSTAINABLE ADVANTAGE
ﬂ Is our network future-ready in terms of |:| Operate afficiantly whila raducing
sustainability and resilience? envirenmental impact.

your distribution network can

r INITIAL DEVELOPING DEFINED ADVANCED BEST-IN-CLASS ®
Ad-hoo metwerk with Basic network in place Biructimed natwor Data-driven network Agile, scalable and I
lirnited analysis and bt Feactive and design with somi that dalivers corsistent resibent network that
high costs. costly to operate. optimization. performance. craates competitive [

advantage,

THE COST OF GETTING IT WRONG

M ® s A )

HIGHER COSTS POOR SERVICE LIMITED GROWTH HIGHER RISK NEGATIVE IMPACT
Inefficient routes, assets Stockouts, delays and Wrong feotprint and Fragile natworks are Higher carbon feotprint
and inventory drain inconsistencies hurt capacity Siow down vulnerable to disnsption and waste harm the

profitability. = customer trust. EXPAEION. and change. planet and brand.

YOUR NEXT MOVE START SMALL Pick one lana, market o node to optimiza.
Take one step this month to strengthen your network. iﬂ USE DATA Base decisicns on facts, not ASSUMptions, ’
Small design choices today create scalable ols THINK END-TO-END Gptimize the netwark, not just parts, [ )
value for years to come. ~

\_s+ REVIEW REGULARLY Metworks should evobve with your business.

‘ ‘ If we redesigned our distribution network from scratch today,

what would we do differently to scale faster and serve better?



Cuma is a strategy and performance advisory firm helping India's mid-
market businesses create sustainable enterprise value through strategic
clarity, operational excellence, financial discipline and organisational

capability.
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