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Question 1

(i)

Facility management is one of the fundamental drivers in the supply chain. Decisions concerning the role of each facility are extremely important as they determine the amount of rigidity within the supply chain and have an effect on how the chain meets its demand. There are three areas that decisions are based on when looking at facility management which are :-
The role to be played by each facility – Is the facility to be used for manufacture or storage. Is it going to be used for a single function or deliver to a specific market? If the facility is geared up for one particular product it would prove difficult and costly to 
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adjust if the supply chain demand were to change.
How the capacity is allocated in each facility – This decision is based upon the final role assigned to each facility. Capacity allocation choices can have a powerful impact on supply chain performance as capacity choices tend to stay in place for many years. Allocating too much capacity can result in poor utilization, therefore could result in larger costs, where as allocating too little capacity could result in poor responsiveness if requirements cannot be satisfied or higher costs if demand has to be fulfilled from a facility that is further away.
The allotment of suppliers and markets to each facility – The allocation of supply sources and markets to each facility can have a significant knock on effect on its efficiency as these factors can affect total production, inventory and transportation costs incurred within the supply chain in order to satisfy consumer demand. These allocations should be reviewed on a regular basis to allow them to be changed according to market conditions or maybe a change in plant capacity is required.
(ii)
Milk run delivery is a term given to a particular delivery method. It involves a round trip that uses routing to deliver or collect goods from multiple locations. This method is beneficial when many smaller deliveries are required by various customers as they can be consolidated to create a truck load. This can help reduce the cost of transportation and also help improve production lines by providing JIT (just in time) deliveries thus reducing stock holding levels. The two methods used for this process are “ The saving matrix technique” and “ the generalised assignment technique” both of which have their strengths and weaknesses. The savings matrix technique which is the simpler of the two methods, works by allocating customers to a vehicle and calculating routes where there are particular constraints and delivery time windows. This is a solid delivery method often used in the motor industry and has proved to be extremely functional. The downside to this method is that a more economical model 
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can be found in the second method.  The second method is “the generalised assignment technique” which is the more complex of the two and is best used when the only constraints are vehicle fill and total travel time. Deliveries for this method are generally from distribution centres where various products are stored or factories where a single product is produced. The downside to this method is that it is more difficult to create good delivery schedules as more constraints are involved.
(iii)
Reverse logistics is the process of product returns due to various reasons. The most common of these are incorrect items delivered, broken/faulty items, unordered items that have been received, product recalls or warranty repair items. All supply chains deal with returns and will generally have a written policy with specific guidelines in place to deal with this procedure. Although not always thought of as such, reverse logistics plays an important role in the supply chain as returns a monitored and documented, therefore trends can be identified quickly and enable the source of the problem to be rectified in an efficient and timely manner. Most returns are a result of a breakdown in supply chain procedure or manufacturing issues. As companies become “greener” in their methods recycling is playing a more important role than ever with end of life or old material being recycled into new raw material, to re-start the production process. 
(iv)
Deliveries can be made to customers via two sources. Single product locations and distribution centres. Single product sources are generally warehouses or facilities that house or produce a single product for resale or a small range of related products that are available for delivery on a large scale. These facilities will normally produce or store vast quantities of a particular item/items where it is known the demand will be consistently high. Products are delivered in large quantities to retailers, thus offering great economies of scale. An example of this would perhaps be a distillery 
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that only produces a certain brand of whiskey. Vast quantities of the one product is produced and delivered to retailers from one dedicated location.
Distribution centres are effectively purpose built facilities that store large volumes of finished goods that are available for delivery to retailers or customers. These facilities offer a wide range of services to their clients whether they be internal or external. Some of the services provided are cross docking, transportation, order processing, goods receipt, shipping and reverse logistics. Having all these services under one roof, reduces costs in the supply chain helping the bottom line. 
(v)
Production scheduling is an itinerary produced by a business to provide product or services to meet customer demand. This includes staffing levels, machinery/equipment and facility resourcing, thus ensuring fluidity and proficiency of the schedule to keep costs at a minimum whilst maintaining excellent customer service. This is achieved through careful planning and dexterity resulting in the efficient use of all available resources.
High utilisation rates – This generally means product or service is produced in long production runs for distribution centres that capitalise on the economies of scale. An example of this would be a clothing company where production can be planned as far as one year in advance for particular fashion items.
Low inventory levels – This uses small production runs and creates the JIT deliveries. This method keeps storeage costs and inventory levels at a minimum. An example of this would be a florist where there are only a few samples to view and custom products are created on receipt of customer orders.
High levels of customer service – This is also known as “make to stock”. This process can either have long production runs to build up inventory stocks of items or create a lot of small production runs ensuring no item is ever out of stock.
In multi faceted production environments it is essential  that run out time for products 
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Is consistently calculated by looking at the amount of units on hand versus product demand for a certain time period. Production can then be scheduled for items with the lowest run out time.
(vi)
Effective order management is the key to a successful supply chain. This process is the flow of information between the supply chain and its customers, including suppliers, (internal and external), distributors, producers, retailers and service providers. This procedure also strives to streamline the entire system to maximize its effectiveness. It comprises of tracking orders and controlling data based on the customer’s needs by evaluating their order history. In the past, most of this process was completed via a paper chain which can be a very slow procedure but has since been replaced with an “e commerce” system where customers can request items or services on-line almost eliminating human error therefore offering a more efficient service. Through all the above, there are a few fundamental basics that can help to keep this function flowing in the right direction.
Order Entry – Ideally the customer should place their orders via an online order entry system where they can choose products, delivery addresses, delivery dates and also any special pricing plans which may only be applicable to them. This would be the only manual touch of the order until it requires picking, packing, shipping and invoicing.
Order Automation – Routine orders should not require any manual intervention by the CRM’s and should flow through the supply chain system to the correct departments for processing. However, there are exceptions to this. For example:- if the customer orders an item that cannot be supplied directly and requires ordering via another supplier using the B2B process. Another possibility of intervention could be if the customer requires extra information before the order is shipped. In this 
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scenario the CRM would review the customer’s requirements and act accordingly, ensuring customer satisfaction at all times.
Order visibility – It is very important that the supply chain and the customer have complete visibility of any orders placed at all times. The customer should be able to track their order progress through to delivery without any contact with the supplier. Equally, the order management team also need to track these in case of changes that may occur, such as a change in delivery date if an item becomes delayed or if any other anomaly should arise. This allows them to forewarn the customer of any potential issues and make any necessary adjustments to the order.
System integration to maintain data integrity – Order entry systems should be user friendly and provide all the information a customer would require, including item descriptions, part numbers, stock availability, lead times etc. This data needs to be as accurate as possible allowing the customer to make informed choices. The data in this ordering system is only as accurate as the data that flows into it from theother system within the supply chain, such as WMS (warehouse management systems),
ERP (enterprise resource planning) and other platforms. Incomplete or incorrect data in these systems can have a key impact on customer satisfaction but also have a negative effect on overall costs at the bottom line along with providing incorrect information back up through the business.
(vii)
Outsourcing elements of the supply chain can bring many benefits to a business as not all functions in the chain can be run effectively by one operation. Certain areas within a business may be better handled by another company that completely specialises in that particular area. For instance, if a company decided to outsource its warehouse and distribution functions to a third party, the benefits would include, reduced capital investment, more time and money to spend on core competencies, ability to offer more product flexibility and reduce logistical footprints, among others. 
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In today’s market economy, demand to offer bespoke products and specialised services are ever increasing making it much more difficult for suppliers to meet customer demand, therefore outsourcing can be the perfect solution to alleviate these issues and keep up with market trends satisfying the ever growing customer requirements.
(2)
As supply chain grows within the market economy, digitilisation and e-commerce are the new drivers of product success and customer satisfaction. Most successful supplier branded products are market leaders due to the very nature of their flexible chain and how it reacts to customer trends. Most of the top performers in this category have innovative digital platforms that can enhance the overall customer experience. These companies strive to deliver dynamic, enterprising, highly tailored customised services based on its clientele.
The foundation to this is ensuring all areas of the supply chain have easy instant access to the correct information which enables them to react quickly to any changes in trend or market conditions. Basic principles of the supply chain must always stay in place and companies should always strive towards growth and profitability, keeping KPI’s and on time delivery as key factors in its decision making. By having a highly digitalised system, senior management, procurement, purchasing, transport and warehousing can all see the same data, therefore can collaborate with each other to discuss any areas of concern and hopefully be able to alleviate them before any issues reach the consumer.
Lets take a quick look at Amazon for example. They have revolutionised the way people shop, or even think about shopping. They developed their supply from the basic books, cd’s and dvd’s, and has metamorphasised into a giant supply chain that they anticipate will hold 85% of the worlds products in the not too distant future. They have achieved this by tying in customers to their brand by creating the Kindle, Prime 
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Deliveries and not forgetting their TV and Music, but also by investing vast amounts
of money in technology to bring more innovative ways of beating the market competition. Some of these are, next day/same day deliveries and utilizing drones to make smaller deliveries, all of which are ahead of their rivals. They are also still investing and currently have a patent pending for an “order prediction” system, to enable them to order goods on the customers behalf, to ensure the customer never runs out of anything they order frequently.
Cost savings for the company come through many different forms. E.g. buying books directly from the publishers rather than through distributors. They also outsourced some of the more mundane activities to enable them to intensify work on their core competencies.  They also decided to only stock their most popular items and outsource the rest of its inventory management to trusted suppliers. On this basis, if a customer ordered an item that was not stocked by themselves, they would order it in from the distributor, but repack it and deliver it themselves, therefore becoming a sort of trans-shipment centre. These scenarios and many more have contributed to Amazon becoming the market leader in the industry, with a flexible, responsive supply chain method.
Although Amazon are so advanced in their supply chain system, it shows that with excellent basic supply chain principles, advanced technology along with people who are willing to believe and invest, global market share can be achieved.
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Introduction

In life, we encounter many different situations of logistical failures, although we may not think of them as such. Form supermarkets running out of popular items during peak selling periods, local restaurants not having all items on its menu, to online  order companies not delivering within the specific time period they have agreed with its customer. All these can be seen as logistical failures in one way or another.



Obersavations

Here we can take a look at the above examples in a bit more detail.

Supermarkets running out of popular items in peak selling periods – This is probably down to poor forecasting and/or poor inventory management. If stock holding levels are inaccurate, then forecast figures cannot truly reflect the sales. This in turn causes stock shortages on the supermarket shelves which inevitably creates customer disappointment and dissatisfaction. Customers will then look to purchase the items elsewhere and as a consequence, add on sales could be lost reducing profit.
Restaurants not having everything available to order that they advertise on their menu – Running out of ingredients in a restaurant can be the result of bad communication within the supply chain process that ultimately runs the business. If customer flow and trends are not monitored correctly, the incorrect quantities of 
                                                                                                            Helen Slocombe
                                                                                                   Student Number 2372
                                                                                                               Assessment  6
                                                                                                                         Page 11


ingredients could end up being purchased, preventing consumers from having
the full choice of menu items. If any restaurant were to continue to operate this way for a long period of time, it could cause the downturn of the business as less customers would visit, therefore reducing overall profitability and possibly closure.

Online order companies, not delivering within a specific timescale as agreed with the customer – This particular problem can be caused by numerous scenarios, not exclusively but including inclement weather conditions, unforeseeable heavy traffic, or mechanical failure. These few scenarios cannot be predicted, however, late deliveries can also be caused by inaccurate route planning by the transport dept within the supply chain. If routes are not mapped correctly, delivery drivers could incur such situations as bridges that are too low for their vehicle to pass under, roads that are restricted to certain vehicles, to small village roads that large vehicles cannot pass through due to their tight bends and narrow roads. Along with these, if all elements of the route design are not calculated correctly, e.g. total vehicles required, amount of drivers required, mileage to be covered, total stoppage time, leeway for rush hour traffic etc, it is likely that deliveries will not arrive on time with the customer at the agreed address. This can lead to irate customers who will probably take their business elsewhere in the future.

Recommendations

All of the above logistical failure examples could be avoided by the businesses re-visiting their supply chain strategies on a regular basis. If they concentrate on the core fundamentals of their logistics to ensure they are in the best location, using up to date technology for inventory tracking and route planning, procuring the highest quality products for the best possible price, ensuring they have product volume and 
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flexibility, to deliver on time, every time achieving excellent customer service levels.


Conclusion

The power of an effective supply chain can never be underestimated. The strategies used are the backbone of every business and organisation. Product location is key to a companies revenue recognition and reply heavily on the effectiveness of the strategies applied. Companies are now expanding exponentially, procuring raw materials worldwide using collaborative resourcing across wide ranges of product and geographical locations to reduce costs.
Communication is essential between al supply chain departments along with tight inventory controls to ensure an efficient flow of goods all times. 
The four main drivers in the supply chain are;-
Production
Inventory
Location
Transportation
If the above departments can all continuously communicate effectively, the business will thrive and become a profitable organisation, however, on the flipside of this, if communication breaks down, the success can easily become failure.


Fail to plan / plan to fail
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