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Abstract: The general assignment problem is a classical NP-hard (non-deterministic polynomial-time)
problem. In a warehouse, the constraints on the equipment and the characteristics of consecutive
processes make it even more complicated. To overcome the difficulty in calculating the benefit of an
assignment and in finding the optimal assignment plan, a simulation-based optimization method is
introduced. We first built a simulation model of the warehouse with the object-oriented discrete-event
simulation (O2DES) framework, and then implemented a random neighborhood search method
utilizing the simulation output. With this method, the throughput and service level of the warehouse
can be improved, while keeping the number of workers constant. Numerical results with real data
demonstrate the reduction of discrepancy between inbound and outbound service level performance.
With a less than 10% reduction in inbound service level, we can achieve an over 30% increase in
outbound service level. The proposed decision support tool assists the warehouse manager in dealing
with warehouse worker allocation problem under conditions of random daily workload.

Keywords: discrete-event simulation; simulation-based optimization; assignment problem;
neighborhood search; warehouse

1. Introduction

Workforce planning has been reported to be a persistent problem for a variety of process-centered
industries [1]. These include healthcare operations—in particular, emergency departments,
service industries, and warehouse management—whose performances are dependent on swift
and even flows of resources and customers [2–4]. As the theory of swift and even flow suggests,
the bottleneck management and process standardization are key to the speed and variance of the
process flow [2]. The productivity of any process increases with the speed at which the materials
(or information) flow through the process [5]. This indicates the importance of workforce planning for
improving productivity.

Warehousing is a vital component of the supply chain, where the optimal planning of its
workforce is a prerequisite towards achieving its global efficiency [6]. In a warehouse, a sequence of
multiple processes is performed, starting from shipment arrivals and ending in shipment releases.
These processes are usually constrained by space and workforce capacity. The main focus of the current
study is the workforce planning system implemented in a warehouse. As the labor resources represent
a significant cost item in a labor-short country such as Singapore; this poses new challenges for cost
minimization and efficiency improvements via innovations in workforce planning and optimization.
The preliminary analysis of the warehouse operations, and specifically worker allocation, revealed an
unbalanced utilization of workers across different warehouse activities. It was identified that one of
the critical bottlenecks affecting overall service level of the warehouse was the need to optimize worker
assignment to each task/workstation while balancing the workload of each workstation.
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In the traditional assignment optimization problem, the benefit can be directly calculated given
a fixed worker–task pairing. Even with this assumption, the assignment problem is NP-hard [7].
The problem in the warehouse is more complicated due to the precedence constraints, whereby the
succeeding activity cannot start until the preceding activity is completed. Another related problem is
the assembly line balancing, which considers the precedence constraints. However, oftentimes such
problems do not consider worker capability and capacity factors, which are critical to human resource
allocation problems [8].

Discrete-event simulation (DES) is one of the popular modeling techniques in which a model
changes only at a discrete random set of time points [9]. Nowadays, many commercial simulation
software packages such as Arena integrate optimization techniques with DES [10,11]. Although such
commercial software packages are designed to provide users with functionality to create their desired
simulation models based on processes, oftentimes the users are not allowed to customize the event
logic, which is an integral part of each DES model [10]. In this study, we adopt the object-oriented
discrete-event simulation (O2DES in C#) framework developed by Li et al. [12]. This novel framework
features a flexible simulation modeling environment, which allows the user to customize the event logic,
configure simulation parameters, and incorporate add-on algorithms, including optimization models.

Our research aim was to develop a simulation-based optimization method to improve the
warehouse service level, i.e., daily productivity, by optimally allocating warehouse workers into
inbound and outbound activities, while at the same time considering all operational constraints
of the warehouse’s operation. In addressing this aim, a warehouse manpower planning tool was
developed based on the simulation-based optimization method, which combines the O2DES simulation
framework and a random neighborhood search method. Our study is the first in the operations research
domain to introduce a decision support tool for warehouse worker allocation using a simulation-based
optimization method.

The manpower allocation tool was tested in a warehouse located at Singapore. It is now used to
support the warehouse managers’ decisions on a weekly and/or daily basis.

The rest of the paper is organized as follows. In Section 2, a literature review on the related topics is
presented. Next, the worker assignment problem in the warehouse is described in Section 3. Section 4
outlines the simulation-based optimization method. The O2DES framework and the warehouse
simulation model are introduced in Section 5, followed by the simulation-based optimization algorithm
specifications in Section 6. Section 7 presents the numerical results.

2. Literature Review

Customer satisfaction via effective resource utilization, the shipment of the right product in
good condition and within the target shipment time, is the key objective of warehousing [13–16].
Warehousing aims to address the differences in time and space between suppliers and customers, while
adapting to the fluctuating market conditions [17]. Warehouses execute a broad range of process-based
functions, including temporary storage, protecting goods, service support in customer order fulfillment,
goods packaging, after sales service support, quality inspections, testing, assembly, and repairs [18,19].

In the current global economic environment, the warehouses face an unprecedented level of
competitive and economic pressures [20], including a high level of uncertainty and risk of supply chain
disruptions due to the COVID-19 pandemic [21,22]. The pressures from competitors and customers
result in the reduction of profit margins [23,24]. Under this situation, efficient resource utilization
becomes more critical than ever.

Humans are the central and most critical elements of the resource base in warehousing [25].
Due to the high fluctuations (both predictable and unexpected) in workload demand [18], research has
advocated the need for the implementation of manpower planning strategies [20,26]. For example,
Edwards et al. [27] distinguishes three phases of manpower planning, which include the prediction
of manpower demand, the prediction of the future supply of manpower, and reconciliation of the
discrepancies between supply and demand via workforce scheduling and staffing. Considering
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the above, workforce scheduling—and specifically personnel work assignments that deal with
the allocation of personnel to tasks and work stations—is crucial to warehouse operational
efficiency [6,28,29]. Optimal staffing, or allocation of workers to tasks, is the key to tackling the
challenges of high demand fluctuations on a daily basis. In the warehouse, this problem is dependent
on workers; qualifications, i.e., skill sets, which are very specific to each employee.

The most relevant problem to our topic is the mixed-model assembly line balancing problem
(MALBP), which tries to assign the tasks of different models to the workstations. It is called a
mixed-model as multiple models are assembled on the same assembly line. As summarized in
Becker et al. [8], there are three types of MALBP problems, categorized according to the constraint
and objective:

1. MALBP-I: given the cycle time to minimize the number of workstations;
2. MALBP-II: given the number of workstations to minimize the cycle time;
3. MALBP-III: minimize both the cycle time and the number of workstations.

However, our target is to maximize the service level, i.e., the ratio between the number of
completed tasks and the number of arriving tasks, given a fixed number of workers. Our research
problem is different from the above-mentioned three problems by Becker et al. [8], except for
the MALBP-II which can be considered the most relevant to our problem. The major points that
differentiate our problem are:

• In our problem, each worker is only capable of performing a subset of operations.
• The processing time of each task is stochastic.
• The objective is to maximize the service level.

In Dou et al. [30], a machine deployment problem is considered, where the objective is to
minimize the cost of setting up all the machines, while satisfying the precedence and space constraints.
This involves also assignments of the machines to the tasks, and a GA-based optimization approach
was designed to identify a set of best solutions. The machines in Dou et al.’s [30] model can be
considered as workers in our model. However, in our problem the number of workers is fixed,
while the objective is to maximize the service level. In contrast, in Dou et al.’s [30] model the number
of machines in different stages (tasks) are independent.

Simulation-based optimization has been used for a number of decades for problem solving in
logistics. For example, Azadivar [31] showed that the discrete rack systems can be better optimized
through simulations rather than approximating with mathematical models. Later on, Ding et al. [32]
extended this idea to the supply chain context. They developed a simulation-based optimization
method for the selection of potential suppliers. To obtain an optimal design of the cold supply
chain, Saif and Elheldhli [33] developed an innovative simulation-based optimization approach to
minimize the total cost that includes the logistics costs and the global warming impact. More recently,
Ghasemi and Khalili-Damghani [34] developed a novel simulation-based optimization approach to
solve a multi-period inventory planning problem for the supply chain of a company in Iran.

3. Problem Description

Warehouses typically handle a variety of stock-keeping units (SKUs), which require a range of
activities to be executed. Different products may require different activities. Considering the space and
workforce constraints, the warehouse aims to maximize its productivity with via appropriate worker
assignment. As warehouse workers may have different skills, it is not only the number of the workers
that count, but also every specific worker–activity pairing becomes critical. Under the conditions of
high fluctuations in daily workload, it is important for the warehouse planner to obtain an optimal
worker assignment in a rather short period of time. To address this problem, a simulation-based
optimization method was developed. Specifically, the optimal worker assignment to warehouse
activities/tasks should be achieved while satisfying all operational and worker skill set constraints.
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In our showcase, the following operational assumptions are considered:

• Product types: We chose to consider all product types, i.e., franchises, that the warehouse handles.
There are in total nine franchises being handled in the warehouse. Different franchises require
different processing times for different activities. More details are provided in Section 5.

• Inbound activities: Inbound activities start with the arrival of shipments at the warehouse.
Immediately after the dock-in, the products in pallets are unloaded at the inbound staging area
and later moved to the sorting workstation. After manual counting and checking for defects
and damage, the products are moved to the goods receipt (GR) workstation. At the GR station,
workers scan the barcode on each item and register the items in the warehouse management
system (WMS), while putaway slips with storage bins are generated for each pallet load. After the
GR, they are ready for putaway to the storage area(s). The putaway worker puts away the pallet
in its designated storage area following the storage bin information printed on the putaway slip.
Putaway activity is denoted as the terminal inbound activity. Figure 1 shows the entity flow
diagram for inbound shipments.

• Outbound activities: Outbound activities start when order information arrives into the WMS
and a pick slip is generated. One order is assigned to one picker. After the order picking is
completed, depending on the labeling requirements, the items need to be labeled before scanning
starts. Otherwise, the picked items are sent to the scanning station. There are two types of
scanning, each for a certain type of product, i.e., manual scanning and scanning via auto-scanning
tunnel (AST). The scanning activity makes sure that all the items are picked against the order lists,
and it generates slips that denote items which need to be packed together based on pallet or case
dimension constraints. Then the items are packed into pallets and cases accordingly. A release
worker moves the order to the outbound staging, from where the order is shipped out with an
outbound truck. Figure 2 describes the outbound entity flow diagram.

• Three types of storage areas: There are three storage areas in the warehouse, i.e., racking, long-span
shelving (LSS), and vertical lift modules (VLMs). Racking is designed to store SKUs in full pallets,
LSS contains SKUs in loose boxes, and VLMs are for loose boxes. Each storage type is dedicated
to one or more product types.

• Shift configuration and working days: There are two shifts operating during business days
(excluding weekends and holidays): the morning shift operates from 8:00 a.m. to 6:00 p.m. with a
one-hour break during 12:00–1:00 p.m., and the night shift operates from 9:00 p.m. to 7:00 a.m.
(next day) with a one-hour break during 1:00–2:00 a.m.

• Worker numbers and shift assignment: The total number of workers is fixed (31 workers in total).
Worker numbers assigned to each shift are pre-fixed; 21 workers are assigned to the morning shift
and 5 workers are assigned to the night shift. Additionally, 5 outsourced workers are assigned to
value-added service (VAS) activity for labeling upon request.

• Worker skill set matrix: We assume that each worker has his/her own unique skill set. If the
worker is trained to conduct an activity, “yes” is put in the respective activity cell. Table 1 shows
the worker skill set matrix assumed in our model.

• Workload demand for one-week period is known upfront.

Figure 1. Inbound entity flow diagram.
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Figure 1. Inbound entity flow diagram.
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Figure 2. Outbound entity flow diagram.

Table 1. Worker skill set.

Worker id Shift Sorting GR Putaway VLM Picking AST Scanning Packing Release VAS

Worker 1 Shift 1 Yes Yes Yes Yes Yes
Worker 2 Shift 1 Yes Yes Yes Yes
Worker 3 Shift 1 Yes Yes Yes Yes Yes
Worker 4 Shift 1 Yes Yes Yes Yes Yes
Worker 5 Shift 1 Yes Yes Yes Yes Yes
Worker 6 Shift 1 Yes Yes Yes Yes Yes
Worker 7 Shift 1 Yes Yes Yes Yes Yes
Worker 8 Shift 1 Yes Yes Yes Yes Yes Yes
Worker 9 Shift 1 Yes Yes Yes Yes Yes

Worker 10 Shift 1 Yes Yes Yes Yes Yes Yes Yes Yes Yes
Worker 11 Shift 1 Yes Yes Yes
Worker 12 Shift 2 Yes Yes Yes Yes Yes Yes
Worker 13 Shift 2 Yes Yes Yes Yes Yes Yes Yes Yes
Worker 14 Shift 2 Yes Yes Yes Yes Yes Yes
Worker 15 Shift 2 Yes Yes Yes Yes Yes Yes Yes
Worker 16 Shift 2 Yes Yes Yes Yes Yes Yes Yes Yes
Worker 17 Shift 1 Yes Yes Yes Yes Yes Yes
Worker 18 Shift 1 Yes Yes Yes Yes
Worker 19 Shift 1 Yes Yes Yes Yes
Worker 20 Shift 1 Yes Yes Yes Yes Yes Yes Yes
Worker 21 Shift 1 Yes Yes Yes Yes Yes
Worker 22 Shift 1 Yes Yes Yes Yes Yes Yes
Worker 23 Shift 1 Yes Yes Yes Yes Yes Yes Yes Yes
Worker 24 Shift 1 Yes Yes Yes Yes Yes Yes Yes
Worker 25 Shift 1 Yes Yes Yes Yes Yes
Worker 26 Shift 1 Yes Yes Yes Yes Yes Yes Yes
Worker 27 Shift 1 Yes
Worker 28 Shift 1 Yes
Worker 29 Shift 1 Yes
Worker 30 Shift 1 Yes
Worker 31 Shift 1 Yes

To tackle the problem, the constraints on the workforce should be dealt with. These constraints
may be worker-specific, such as the skill set, or arise from the resource limits and operational rules in
the warehouse. For example, due to the warehouse equipment capacity, there is an upper bound on the
number of workers allowed to be assigned to some activities. Namely, there is a limited amount of the
material handling equipment (MHE) and a limited number of scanning computers at a workstation,
thereby determining the maximum number of workers allowed to work at each workstation or activity
at the same time. In our showcase in Section 7, it is assumed that GR allows up to two workers,
putaway three workers, VLM two workers, picking six workers, AST either two or zero workers,
and scanning up to three workers. However, we do not impose any constraints on sorting, packing,
and release activities regarding the maximum number of workers, as such activities do not require any
specific equipment. Moreover, following the warehouse operation requirements, we assume that the
night shift can perform only putaway, picking, scanning, and packing activities.
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Worker skill set is an important constraint in the assignment problem, which is also considered
here. As shown in Table 1, each worker owns a distinct set of skills that allows the worker to perform
the corresponding warehouse activities. If the worker is not trained to perform an activity, that worker
cannot be considered as a candidate for assignment to this activity.

Nonetheless, we do not impose any constraints on warehouse storage capacity, working areas,
and buffer zones between activities.

In the following sections, we will show how the simulation-based optimization method can
be used to solve this problem. As the situation in reality may vary day by day, and also from one
warehouse to another, our tool will provide the solution for the specific settings of the warehouse,
including flexibility of both products and workers.

First of all, inbound and outbound workload information should be defined. For example,
the inbound shipment arrival and/or outbound order start time-stamp, product name, workload
in terms of number of pallets, and target completion time-stamp information, are all handled by
the warehouse planners. This information is dependent on the forecast or expectation. Hence,
this information may vary. Moreover, we allow the model to capture the pending workload from
the previous day in pallet quantity, and by each type of inbound and outbound activity. Besides,
the more detailed information, such as the product type and processing time for each activity, can also
be customized by the user. Here we specify product name, designated storage area, whether the
product requires AST for scanning or not, and per-pallet processing time (mean, standard deviation)
by all inbound and outbound activities needed by each product type.

The tool also allows variability in the worker parameters. The number of workers assigned to
a shift and the shift duration can vary. As an example, we consider two shifts in the showcase of
Section 7, i.e., morning and night, operating from 8 am to 6 pm and from 9 pm to 7 am (next day),
respectively, with a one-hour break in each shift. Besides, the information on national holidays can
also be captured by our tool to specify the non-working days.

The worker skill set matrix is another important parameter. As defined in Table 1, each worker
has a skill set (“Yes” if the worker owns the skill for the activity) with respect to each type of activity
conducted in the warehouse.

To measure the performances of different worker assignment options in the warehouse, the hourly
and daily KPIs are generated. The hourly KPIs include worker utilization by each activity in each
hour, inbound and outbound throughput in terms of the number of completed pallets by each hour,
and overall inbound and outbound team utilization rate by each hour. Overall daily KPIs include
inbound and outbound team overall daily utilization, total work-in-progress (WIP) pallet quantity in
inbound and outbound activities, total quantity of completed pallets by inbound and outbound teams,
inbound and outbound service levels, and per-worker average productivity rate in terms of number of
completed pallets.

To express the KPIs formally, we define the following notation:

• wocc: number of occupied workers;
• wava: total number of available workers;
• pcom: number of completed pallets;
• parr: number of arrived pallets;
• pincom: number of completed inbound pallets;
• poutcom: number of completed outbound pallets;
• win: number of inbound workers;
• wout: number of outbound workers.

We define avg(·) as the average function over the simulation days. The KPIs can be calculated
with the following formula:

Utilization rate by activities and overall utilization rate = avg(
wocc

wava
) (1)
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Daily service level =
pcom

parr
(2)

Daily per-worker productivity for Inbound =
pincom

win
(3)

Daily per-worker productivity for Outbound =
poutcom

wout
(4)

In our simulation-based optimization model we consider service level as the target KPI,
as communicated by the warehouse team. The warehouse operations team measures their service level
performance as the ratio of total number of completed pallets (output) to total number of arrived pallets
(input) on a given day, which is oftentimes denoted as throughput productivity in the warehouse
literature. Additionally, it is considered to be one of the frequently used direct warehouse performance
indicators [35,36].

For the purpose of parsimony, we further concentrate on the service level performance as per our
target optimization objective of the simulation-based optimization tool.

4. Methodology

Ladier et al. [6] considered the staff scheduling in the warehouse on both weekly and daily
granularity levels. They built three mixed integer programming (MIP) models and solved the models
to obtain the optimal staff assignment and shift pattern. Their objective was to minimize the cost,
while assuming that all the tasks should be completed by hiring sufficient number of staff. However,
in the daily operations of the warehouse, the number of available workers may not be enough to
complete all the tasks. In this situation, the objective is to finish as many tasks, with an optimal
worker assignment.

The selected warehouse in this study serves as a distribution center with variations in product
types and demands. There are different teams working on different activities. The warehouse operates
as one single processing unit, which consists of sequence of activities. The major concern of the
warehouse is to assign the optimal number of workers to each team. Moreover, under uncertainty in
demand and processing time, this may require reallocation of worker(s) to other teams. This adds
an additional layer of complexity to the problem and requires a methodology that can solve the
problem. Given these requirements, following Amorim et al. [37], we devised a simulation–based
optimization model that explores both simulation and optimization methods to improve the service
level performance, by suggesting appropriate manpower assignment to different activities. First of all,
the discrete-event simulation model was developed, considering the relationship between different
activities. Then, the processing time of each activity was defined along with an initial assignment of
manpower. Due to uncertainty in daily workload, the initial solution is not always optimal. Therefore,
additional effort is required to optimally assign the manpower. As the assignment of workers to
different activities is a complex task, a heuristic algorithm instead of exact algorithm was developed to
find the optimal worker assignment. With each iteration, the new assignment of workers is input to
the simulation model until the model output achieves the highest service level performance.

5. O2DES Framework and Warehouse Simulation

For the worker assignment problem in the warehouse, it is difficult to obtain a direct calculation
for the worker assignment problem. In this case the simulation comes into play. With the simulation
modeling of the warehouse, we can replicate the real system in a computer environment. The systems
performance can be evaluated in a simulation, and additional features of system can be tested before
its deployment. The simulation outcome allows the decision maker to fine tune a set of parameters to
improve the operational performance. However, configuring these parameters for a complex system,
such as warehouses, can be challenging. Therefore, the simulation-based optimization approach,
which integrates the best of optimization with discrete-event simulation (DES) techniques, can be used
to handle this complexity.
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The object-oriented discrete-event simulation (O2DES) was adopted from Li et al. [12] and
implemented as a core simulation engine in our simulation-based optimization tool to achieve the
main objective of our research, i.e., the development of a decision support tool that can optimally
assign workers to the warehouse activities.

5.1. O2DES

The main features of O2DES are as follows:

1. Events are described in modules and they interact with each other.
2. Simplified syntax for:

(a) Event execution;
(b) Event scheduling;
(c) Input/output event interfacing.

3. Automated warm-up induction.

5.2. Simulation Modeling

Any process system consists of a sequence of steps, i.e., activities. Entities move through the
activities. Similarly, in the simulation modeling, the real life situation can be represented using an
entity flow diagram (EFD), a logical flow diagram of entities between the activities. The resources
required for the different activities are mapped in the EFD.

As described in Section 3, the warehouse operations consist of two main types, i.e., inbound and
outbound, while the pallet is the entity that flows through inbound and outbound activities. To build
the simulation model, an EFD based on the warehouse operational processes needs to be developed,
as shown in Figure 3.

Start Activity 1 Que
ue 1 Activity 2 Que

ue 2

Activity 3 Que
ue 3 Activity 4 End

Entity Entity

Entity

Entity

Figure 3. Entity flow diagram (EFD)

Figure 3. Entity flow diagram (EFD).

With certain assumptions, the simulation model was built using these EFDs in C# code and simple
heuristics integrated with simulation were used to assign the manpower.

Input information on inbound and outbound workload has been provided by the warehouse for
simulation. On top of incoming inbound shipment load and customer order volume, leftover workload
information was also considered.

Due to possible uncertainties in warehouse operations, we assumed the processing time of each
activity follows a gamma distribution. The characteristics and advantages of gamma distribution
can be found in several previous studies [38–41]. For example, in a study by Song [39], the Poisson
distribution was considered to be inappropriate to describe the lead time, as the uncertainty may arise
due to several reasons, which makes a more centralized distribution like the gamma distribution a
preferred method.
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The values of mean µ and standard deviation σ for each activity are calculated based on the
time-motion study conducted in the warehouse. Gamma distribution can be characterized by α and λ,
where the density probability function:

f (x; α, λ) =
λαxα−1e−λx

Γ(α)
, (5)

with Γ(α) = (α − 1)! As the mean µ = α
λ and squared deviation σ2 = α

λ2 , we can derive α and λ

as following:

λ =
µ

σ2 , α = µλ. (6)

Table 2 shows the processing time data used in the simulation model.

Table 2. Processing times of different franchises and processes. GR represents goods receipt; VAS value
added service.

Franchise Name Storage Type AST
Sorting GR Putaway Picking Scanning Packing Release VAS

µ σ µ σ µ σ µ σ µ σ µ σ µ σ µ σ

Product 1 LSS Y 48.9 23.4 13.3 1 77.4 1.8 77.6 1.5 30.1 2.6 67.6 6.3 1 0.2 289 13
Product 2 Racking N 23.4 2.2 6.5 1 6.4 1.5 4.7 1.5 27.3 2.7 67.6 6.3 1 0.2 482 22.5
Product 3 Racking N 19.9 3.3 3.3 1.2 6.4 1.5 4.7 1.5 13.3 2.7 67.6 6.3 1 0.2 482 22.5
Product 4 VLM N 72 11.6 26.3 0.2 54.6 0.7 75.1 1.3 20.4 2.8 67.6 6.3 1 0.2 482 22.5
Product 5 LSS N 40.4 2.6 16.1 1.1 77.4 1.8 77.6 1.5 15.5 7.5 67.6 6.3 1 0.2 482 22.5
Product 6 LSS N 40.4 2.6 16.1 1.1 77.4 1.8 77.6 1.5 15.5 7.5 67.6 6.3 1 0.2 482 22.5
Product 7 LSS N 40.4 2.6 16.1 1.1 77.4 1.8 77.6 1.5 15.5 7.5 67.6 6.3 1 0.2 482 22.5
Product 8 LSS N 40.4 2.6 16.1 1.1 77.4 1.8 77.6 1.5 15.5 7.5 67.6 6.3 1 0.2 482 22.5
Product 9 LSS N 40.4 2.6 16.1 1.1 77.4 1.8 77.6 1.5 15.5 7.5 67.6 6.3 1 0.2 482 22.5

All simulation experiments were performed on an Intel R© CoreTM i7-8550U CPU 1.80 GHz
1.99 GHz with 16 GB RAM and a 64-bit operating system. First of all, it was necessary to determine the
simulation settings: initial conditions, warm-up length, and number of replications [10]. Preliminary
tests were performed to evaluate the simulation duration and the number of replications necessary to
achieve the steady-state results. Upon the initiation, the simulation tool reads input data and adjusts
for the real simulation start time by running a single replication. As a warm-up, this process does not
generate any statistics. Using real forecast data of the workload with arrival times, the simulation
results indicate that one replication is sufficient to achieve steady output.

Once the model was validated, simulation iterations were run for each possible scenario,
in combination with the optimization algorithm. This will be explained in the next section.

6. Simulation-Based Optimization

The objective is to maximize service level for both inbound and outbound operations,
where service level= pcom

parr
.

Considering the constraints, the model is defined as follows:

max fnn + λ fout (7)

s.t. xij ≤ aij (8)

∑i xij ≤ mj, ∀j. (9)

where fin and fout represent inbound and outbound service levels, respectively; λ is a weight factor to
control the trade-off between inbound and outbound. X is an assignment matrix, where xij = 1 means
that the worker i is assigned to the activity i, otherwise xij = 0. aij = 1 indicates that worker i has the
skill j. In practice, the outbound service level performance is considered to be of a high priority as it is
directly related to the customer satisfaction. Hence, a higher weight λ is set for the outbound service
level fout.
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The constraint part of the model is an assignment problem, where multiple workers can be
assigned to the same task. As the objective is not an explicit function of the assignment scheme,
but some metric given by the simulation output, it is not easy to solve the problem by an exact algorithm.
In the context of a similar problem, i.e., the assembly line worker assignment, the neighborhood search
method was shown to be effective in Polat et al. [42] and to outperform other heuristic methods.
Motivated by this, we adopted a neighborhood search method in our model.

For a binary vector of matrix, the Hamming distance is the number of bit positions in which the
two corresponding bits are different. For two assignment matrices X1 and X2; D(X1, X2) is denoted as
the Hamming distance between them. For each worker wi, if the worker is assigned to different tasks
in X1 and X2, the difference will be two in row i. Thus X1 is called a c-neighbor of X2 if D(X1, X2) = 2c.
In our problem, due to predetermined upper bounds for the number of workers in each activity,
a c-neighbor may not be feasible.

We propose a random neighborhood search algorithm to solve the problem, which is described in
Algorithm 1. Accordingly, every time a 1-neighborhood X′ of the current solution is built randomly.
If the new solution is feasible, the simulation will run with this assignment and generate the output
statistics. The metric used for our objective is the service level. If the service level of the new solution
is better than the incumbent solution, we will update the incumbent as this new solution. Usually,
a random 1-neighborhood is not feasible, in the sense that the number of workers assigned to a
task may be larger than Mj. In this case, a 1-neighborhood of X′ will be built and checked again.
This procedure will be repeated until a feasible solution is found, or the number of solutions we have
generated is larger than a determined threshold.

Note that our method is different from the 1-step neighborhood search. Before a new feasible
solution is found, several workers may have been reassigned to other task(s). This can help to avoid
the local optimum. As the random search is in a broader neighborhood, the probability of reaching a
global optimum is higher. From the practical perspective, the number of new solutions and the number
of simulation runs are both bounded, to make the total time reasonable for the industry application.

Algorithm 1: The random neighborhood search algorithm.
Data: the workload
Result: an optimal assignment
initialization: find a feasible assignment X0, set Y0 = X0, sopt = s = 0, loop = iteration = 0 ;
while loop<m1 and iteration<m2 do

if s > sopt then
set sopt = s;
set Yiteration = Xloop

end
repeat

repeat
randomly select a worker i ;
randomly select a task j ;
modify Xloop by assigning worker i to task j, resulting in Xloop+1 ;
loop++;

until worker i can do task j;
until Xloop satisfy all the constraints;
run simulation and update s as the output value ;
iteration++;

end
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7. Numerical Results

Using the simulation-based optimization method, the software tool was developed. The graphical
user interface (GUI) design of the software is shown in Figure 4. The warehouse planner can select
the workload data as an input and run the tool. The output includes the service level, along with
other metrics.

Figure 4. The GUI of the manpower allocation tool.

In a set of experiments, we tested different values of λ for inbound and outbound service levels,
with the input data sampled from different months of years 2018 and 2019. The simulation-based
optimization was run with different values of the coefficient λ.

We used the historical data provided by the warehouse. Specifically, inbound shipment arrival and
outbound shipment order information for the following months were chosen: July 2018, January 2019
and March 2019. For each month, we conducted the assignment optimization week by week,
and calculated the summation over all weeks of the month. The value of coefficient λ ranges from 1.0
to 2.0, with a step of 0.1. Data analyses of historical workload demand suggest that the outbound order
volume generally prevails the inbound one. To diversify our sample pools, the sampling was done in
the following way:

1. In July 2018, the outbound pallet number was nearly 5% less than inbound pallet number;
2. In January 2019, the outbound pallet number was nearly 13% larger than the inbound one;
3. In May 2019, the outbound pallet number was nearly 29% larger than the inbound one.

For the warehouse, outbound service level is considered to be more critical than the inbound
service level. As shown in Figures 5–7, the results suggest that the optimized worker assignment
can always achieve a better performance for the outbound service level, compared to the current
assignment shown in Table 3. Regarding the inbound service level, the performance may be better
when the value of λ is relatively small, that is, when the priority of outbound service level performance
is not considered to be so high. Generally, with a decrease of less than 10% for the inbound service
level, an increase of more than 30% can be obtained in the outbound service level performance.
This indicates that our assignment can achieve a higher utilization of workers and a higher level of
customer satisfaction.

As seen from the reported results, when the value of λ increases, the outbound service level
increases, while the inbound service level decreases. This indicates that the parameter λ can be used to
control the trade-off between inbound and outbound service level performance metrics.
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Figure 5. Numerical results for January 2019 data, given the total numbers of inbound/outbound pallets
of 1508/1702, and the numbers of completed pallets with the current worker allocation are 906/606.
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Figure 6. Numerical results for May 2019 data, given the numbers total inbound/outbound pallets of
1541/1981, and the numbers of completed pallets with the current worker allocation are 1085/613.
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Figure 7. Numerical results for July 2018 data, given the total numbers of inbound/outbound pallets
of 1656/1529, and the numbers of completed pallets with the current worker allocation are 1231/621.

Table 3. The current assignment used in the warehouse.

Sorting GR Putaway VLM Picking AST Scanning Packing Releasing

6 2 2 1 2 2 2 3 1

To demonstrate the improvements via the simulation-based optimization method, we generated
additional service level outputs for a benchmark worker allocation case under the same workload
scenarios. This benchmark worker allocation refers to the worker allocation matrix previously used
by the warehouse manager prior to the implementation of our simulation-based optimization tool.
In generating the service level statistics for the benchmark worker allocation, we preset the worker
allocation and conducted simulations without any optimization. The comparisons of performance
outputs from the optimized and non-optimized (benchmark) manpower allocations are shown in
Figures 5–7, indicating that with less than 10% decrease for the inbound service level, on average,
the outbound service level can be increased by 30% across all three scenarios considered.

8. Conclusions

As a real-life complex system, the warehouse is characterized by high variability in workload
arrival. Thus, the optimal worker assignment in such a dynamic system is a non-trivial task. Since the
workload may vary on a daily basis, it is important for the warehouse planner to have a decision
support tool that can optimally assign workers to different activities. As the exact method is impossible
for this problem, we proposed the simulation-based optimization method, which combines the O2DES
framework with a random neighborhood search method. Under dynamic daily workload conditions,
the random neighborhood search model was shown to efficiently identify an improved manpower
assignment strategy based on the simulation output. A decision support tool based on the proposed
method was then verified and validated using the real data from a warehouse located in Singapore.
The results show that with a slight decrease of the inbound service level, we can improve the outbound
service level by more than 30%.
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This study provides a practical contribution to the problem of workforce planning in a warehouse.
Warehouse planners and managers can benefit from the use of such a manpower allocation tool.
The managers or users of the tool will need to provide the upcoming workload forecast as the input,
while the tool automatically generates the optimal manpower allocation to activities.

On the theoretical side, although the literature has advocated the need for implementation of
strategies for manpower planning [20,26], the reported solutions have not been numerous. One of the
few examples is from Ladier et al. [6], who proposed a two-step mixed integer linear programming
model which optimizes worker allocation to activities and different shifts daily. Said optimization
model does not capture the arrival time of the daily workload, and assumes that the human resources
are always sufficient. Hence, such a model is not capable pf effectively accounting for the industry
circumstances. In contrast, our simulation-based optimization model accounts for the workload arrival
and queuing, and allows one to achieve a higher service level with the available manpower.

Future studies may further improve the flexibility of the proposed method by integrating a better
selection of initial solution to accelerate the neighborhood search. This method can also be applied to
other resource allocation problems in supply chains and logistics.
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