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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	Assignment #6
1i)  Facility Management : Facility administration takes the location and decides how best to make use of the capacity available.  The decision areas :
1) What role will the facility have 
2) Capacity allocation per facility
3) Which vendors and markets are served per facility
Each facility will have a defined role and effect on the supply chain flexibility. With flexibility it can support varying on market demand. A facility with multiple roles will have the best flexibility opportunities for a changing market. Capacity is ruled by labour and equipment available at the facility.  The capacity needs to be able to meet market requirements, too small a capacity could result in lost orders, too much capacity may result in low usage rates creating higher supply chain costs.  

ii) Milk run deliveries : Deliveries that bring product from a single location to multiple receiving locations and this can be quite complex.  This can be a cost effective way reducing transport costs deliveries being larger and fewer in number.  Deliveries can be by Less Truck load or Truck load dependent on the quantity / size being moved. There are two methods of routing the milk run, each with its own benefits and drawbacks.
The saving Matrix – Allocation of customers to vehicles and planned routes, enabling different time options for delivery locations.  Saving Matrix is more flexible and can adjust to requirements. This is not necessarily the most cost effective method.

The generalized assignment technique – Best used when there are a lot of different constraints, to be fulfilled by the delivery schedule.  No restraints on the delivery schedule other than the carrying capacity of the vehicle.  Delivery scheduling is more difficult as there are more restraints to consider, best use is when there are restrictions related to vehicle size and time.

iii)  Reverse logistics :  The reverse logistics relates to the return of goods process.  A process needs to be in place and criteria to allowing returns being accepted.  Possible criteria could be :
· Wrong goods receiver
· Quality issues
· Over ordered

Within the returns process, there is a need for understanding the returns within metrics and monitoring system.  If the return requests are due to internal error rates increasing, systems need to be put into to place to reduce and improve the system.  The returns may be put back into stock, discarded or recycled, the return process is a cost that generally is not recouped within the supply chain, so it is important reduce the return cost possibility wherever possible and also ensure customer service satisfaction by getting it right first time wherever possible.

iv) Deliveries via two sources :
Single product Locations – This is where stock for shipment is limited SKU’s. Single product locations shipments are usually shipments direct to customer locations and shipped in larger quantities.  If used effectively can be very economical what of delivering.

Distribution Centres –  Hold vast quantity and multiple SKU’s.  Distribution centres usually are in a fairly central location enable cost effective despatch’s and acceptable delivery schedules to most of the region.  Distribution centres are generally large warehouses, which cater for large stock coming and going,  large multiple loading doors allowing vehicles to be able to be loaded and unloaded up against the building (docking locations).  Product moves quickly there are usually high end systems and equipment in place for this type of location.  Stock is usually in large quantities so is not put away but kept in pallets reducing manpower costs as the stock does not need putting away

v)  Production  scheduling :
To be able to schedule the production in the most economical format, ultimately saving the company money.  Production set up is most economical when the high run / popular items can be produced in bulk production.  The unpopular items will be in smaller run rates, making the product less economical to produce.
The stocked quantities have a direct impact on your customer service levels, if the item is not in stock when the customer requires it this will be a negative on your customer base.
To obtain the best economical production an understanding of the lot sizes involved is required, this is a balance of production set up costs with the cost of holding the stock.  Short batches result in low stock and more expensive production related costs.  Long batch results will result in larger stocks and lower production costs .  As this sales history is stable it enables forward production planning to take place.  Once the production lots and frequency is established these results will be implemented into the production schedule.  Run out time is the time that is understood that it will take for the inventory to reduce with the demand. 

Vi) Procedures for affective order management : The link between customer service department and supply chain passing required information.  This system will incorporate information sharing such as delivery dates, order issues, back orders etc. The company issues a buying order and contacts the relevant vendor for supply.  The purchase order will generate documents such as Picking list, packing list and invoice these documents will be used throughout the supply chain.

Order management is constantly reviewing the process, watching for lack of stock, delivery date issues etc.

Four rules of effective order management :
1 Order entry – once. Date goes through the supply chain.  It is more accurate if the consumers system is linked for direct order input into the suppliers system. The system will then automatically generate the next stages into the relevant departments ie work orders.

2 Automate order routing – Transmitting the data to the relevant departments 

3 Order status visability – Enables customer to track their order through to delivery.  This visability is a cost saving to the company, reduced information request conversations / communications with the end user.  From a production point of view ‘late order dates’ would be flagged and resolved with the clear information.

4 Use integrated management systems – Order data will include product codes, description, price and sub codes for internal information.  The system needs to be able to flag dates, Calculate delivery schedules, raise invoices.  Order data should be a smooth flow through the system.

Vii)   Benefits of outsourcing supply chain operations – Having your own production has its own cost, larger production space, more production staff etc which are all classed as overheads.  Usually there is high pressure on revenue margins. 

The overhead elements for company A, may be a service that could be offered by company B.  This could offer significant savings when you consider the overheads of your own production facility vs buying power / products. Non core competencies may be options to be outsourced such as credit and finance functions,  Increasing sophistication of the market is a driving force that encourages outsourcing.


	2)  The more flexible, responsive, and cost effective the supply chain is, the more likely the product will be to succeed in the market.

The difference between an efficient supply chain and a responsive one comes down to the ability to meet uncertain demand. An efficient supply chain can work with its suppliers, manufacturers and retailers to manage orders and processing, and meet a stable, predictable demand at a lower cost.  A  responsive supply chain works collaboratively exchanges information in a feedback loop in order to produce enough of a product to satisfy uncertain demand. 

Having real-time visibility enables a company to manage in real time, which means greater control. This can mean that a company is able to quickly pull extra stock from its distribution center and supply store shelves when there is surplus demand.

When launching a product being able to offer the product at an attractive price is very important, in the product being noticed and purchased by a consumer.  To enable the pricing to be interesting It needs to have a cost effective supply chain and system / enabling production scheduling to be cost effective.  Being able to be flexible with quick turn around of stock can be the difference of receiving an order and repeat orders or not receiving them.  Order management plays a huge part in the process.

For example : The mobile device industry. Lightning-fast demand shifts and technology upgrades threaten to make a model obsolete in a matter of weeks, and the globally complex supply chain is vulnerable to a number of unique variables. For example, the 2011 floods in Thailand rendered thousands of factories inoperable and many high-tech companies couldn’t access necessary parts since their supply source was hit by the disaster. These companies desperately needed the ability to quickly and purposefully respond.

	
3)  Poor logistics can be in many forms, from shops opening late because of lack of staff – bad organization skills over the staffing levels ?, Drive through fast food with ques of vehicles trailing the car park – not enough staff ? not enough foresight on demand ? low stocks ? bad organization skills ?.  Clothing stores not having your required size in stock – Poor replenishment ? poor demand / stock management ?

I think a good example is Toys R US.com Christmas 1999.
Toys R Us moved to offered on line deliveries and to incentivize orders they promised deliveries by Christmas for any orders placed before Dec 10.

[bookmark: _GoBack]The marketing worked and they received tens of thousands of orders.  Whilst stock was mostly available they under estimated their own capabilities of being able to pick, pack and ship the high quantity of orders and hitting the promised dead lines. Their employees worked continuous straight days over a long period of time but this did not resolve the issue and they had to apologise by email to the customers whom were not feasibly going to receive their delivery

Findings :
They should have anticipated higher demand requirements.
Taken on more temporary Christmas staff – anticipated the demand.
Operation 24/7 shifts, allowing staff time to rest not continuous days of working
Monitored the influx of orders and raised a red flag earlier

Conclusion :
Very un happy customers and I suspect staff
Toys R Us later outsourced its fulfillment to Amazon.com.

Example Two.
Denver Airport Baggage Handling system 1995.  Opening was delayed after PR issues for the airport and United Airlines offering a hugely automated baggage handling system.  The system was an underground system, computer driven railroad type system.  Early in the design United insisted on the automated high speed baggage handling system, which made sense due to the distant from concourse, to the main terminal intended in reducing delays and enabling them to turn aircraft around quickly.

Issues : 
Underground tunnels for the conveyance where built prior to BAE systems being awarded the contract and they were not designed for this level of automation.
Luggage misdirected, lost and damaged.

Miscommunication between BAE and the airport officials, the airlines and others led to numerous problems, especially an inability to see interrelated problems and the impact of change on the total system. There wasn’t much time to test the system, and little redundancy was built in. And even though ultimately the system became partly operational, its continued complexity, mishandling of bags, and operational costs in the end led United to return to traditional handling methods

Conclusion  - what could have been handled differently:
Lack of communication on the design expectations between the airport and BAE.
Bad project management.
Design expectations / requirement clearly not understood.
Panic implementation
Created damaged / mislaid luggage and very unhappy customers.
United returned to traditional methods
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