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Upcoming NITL Learning Modules

All modules are part of NITL’s Executive Masters (which leads to the award of an M.Sc.). How-
ever, all modules are self-contained and may be taken as one-off short courses. They provide
an ideal vehicle for updating knowledge, skills and competencies in the areas in question.
Each module runs as follows: Thursday (1830 — 2100); Friday (0830-1730); and, Saturday
(0830-1600).

For further information or to register for any module contact Antonio at adelinares@dit.ie
or (01) 4024023.

Executive Masters Introduction to Supply Chain Management

Dublin
Introduction to Supply Chain Management - 8th-10th & 15th-17th October (2009)

Cork
Introduction to Supply Chain Management - 5th-7th & 12th-14th November (2009)

Other M.Sc. Modules

Dublin

Understanding Customer Service - 8th-10th & 15th-17th October (2009)

Human Resource Management in the Supply Chain - 5th-7th & 12th-14th November (2009)
Project Planning Management and Control - 3rd-5th & 10th-12th December (2009)

Business Strategy - 7th-9th & 14th-16th January (2010)

Change Management & Organisation Development - 11th-13th & 18th-20th February (2010)

Cork

Warehouse Management - 8th-10th & 15th-17th October (2009)

Inventory Management - 3rd-5th & 10th-12th December (2009)

Financial Management Fundamentals - 21st-23rd & 28th-29th January (2010)



mailto:adelinares@dit.ie

. VOL 10 ISSUE 2 2009

CONTENTS

4 [N 16-20

Editorial w OEM Inventory hasn’t

Value Adding Networks

5-11

Supply Chain
Management Forum

12

Useful Websites
by Erica Staller

13-15

Supply Chain Manage-
ment and the Value
Chain

by Edward Sweeney

Reduced, the Ware-
house just got Bigger
by John Clarke

21-24

A Pragmatic Approach
to RFID—5 Business
Cases

by Zetes

25-26

New Supply Chain Tool-
kit for Optimizing ad-
hoc Materials Spend

by Sercom Solutions

27-29

Review Article
by Edward Sweeney and
Dan Park



Editors:
Edward Sweeney
Claudia Wagner

Assistant Editors:
Pamela O’Brien
Antonio de Linares

Editorial Contact Details:
Supply Chain Perspectives
NITL

DIT

Bolton Street

Dublin 1

Ireland

Ph: +353 1 4023000

Fax: +353 14023991
Email: nitl@dit.ie

Web: www.nitl.ie

ISSN: 2009-2342

Vol 10 Issue 2

For advertising details,
please contact:

NITL

DIT

Bolton Street

Dublin 1

Ireland

Ph: +353 1 4023000
Fax: +353 1 4023991
Email: nitl@dit.ie
Web: www.nitl.ie

nitl

National Institute for
Transport and Logistics

‘\1\)" OF 7,
\\3S £,

e,
WNeopaiocw™®

. SUPPLY CHAIN PERSPECTIVES

Editorial

W elcome to Issue 2 of Supply Chain Perspectives.

The focus of this issue is the concept of supply chain integration (SCl) and value-
adding networks, particularly given the current volatility in global markets. Inte-
gration has long been central to supply chain management (SCM) thinking. Tra-
ditionally, various activities and functions across the supply chain have been
measured and managed in isolation and have often operated at cross purposes
as a consequence. SCM is about thinking beyond traditional internal and exter-
nal boundaries and organising activities more holistically so that they work in a
more streamlined and integrated manner. NITL has long likened the operation
of a supply chain to that of a symphony orchestra. If the various sections of an
orchestra were to play in isolation from each other, irrespective of the vir-
tousity of the individual players and section leaders, the result would likely be
noise to most ears. However, with the aid of sheet music and a conductor, har-
mony can be achieved resulting in music to our ears! The sheet music is analo-
gous to the supply chain plan, and the conductor to the supply chain manager.
They ensure that the players operate as a team and perform in an integrated
manner. Like all analogies, this one collapses if we try to extend it too far but
we hope that it illustrates the centrality of integration to the SCM concept.

In this issue, we explore various aspects of integration and value-adding net-
works. The notion of a value chain and its relationship to SCM is explored in the
article by Edward Sweeney. The article by John Clarke examines some issues
which are specifically concerned with the inventory and warehousing aspect of
SCI. It has long been recognized that technology — in particular information and
communication technology (ICT) — has a potentially important role to play in
achieving higher levels of integration. The article by Zetes looks at this issue
with specific reference to the adoption of a pragmatic approach to the imple-
mentation of a specific tool (namely RFID). Sercom’s article introduces a toolkit
for effective supply chain improvement recognizing that integration is often the
overriding aim of any such improvement exercise. Finally, the review article by
Park and Sweeney, based on John Gattorna’s latest book, is concerned with
strategic and operational aspects of dynamic supply chain alignment. In many
ways, the alignment concept takes integration to a new level and sets the
agenda for 21* Century SCM.

Supply Chain Perspectives also includes web reviews and news about NITL and
the wider SCM community in Ireland. Of particular note is Logistics Ireland 2009
which will take place at the Crowne Plaza Hotel in Dublin on October 20". The
piece by Pamela O’Brien and Carolyn Collins introduces the event in some de-
tail. We look forward to welcoming you to the event next month.

Your NITL Team
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SUPPLY CHAIN MANAGEMENT FORUM

A Review of Developments at NITL and the World of SCM

NITL Launches New Book

The current economic turbulence has thrown into
light the absolute global nature of business in today’s
world. A key part of thriving and surviving on the
global stage is the supply chain itself, vital to every
business.

Following on from the acclaimed Perspectives on
Supply Chain Management and Logistics, Supply
Chain Management and Logistics in a Volatile Global
Environment (ISBN: 978-1-84218-177-5) explores a
range of supply chain management (SCM) and logis-
tics challenges in the rapidly evolving global context.
The book, edited by Edward Sweeney of NITL and
published in September, contains

e Contributed chapters from SCM thought leaders
(including Martin Christopher, John Gattorna and
David Grant)

o Reflections on specific issues happening across a
variety of industries

¢ Implications of and tactics to deal with critical is-
sues emerging from the SCM research agenda.

Aimed squarely at SCM and logistics professionals,
this book will also reach a wider market of students,
researchers and policy makers. You can pre-order a
copy now at http://www.blackhallpublishing.com.

Supply Chain Management
and Logistics in a Volatile
Global Environment



http://www.blackhallpublishing.com/

Logistics Ireland 2009

‘Supply Chain Management and Logistics

in a Volatile Global Economy’
by Pamela O’Brien and Carolyn Collins

Logistics Ireland 2009, Ireland’s
largest Supply Chain Manage-
ment conference takes place on
Tuesday 20" of October in the
Crowne Plaza, Northwood De-
mesne, Dublin 9. The theme for
2009 is ‘Supply Chain Manage-
ment and Logistics in a Volatile
Global Economy’. The precari-
ous nature of the current global
business environment has im-
pacted greatly on all aspects of
supply chain design and man-
agement. The focus of the con-
ference will be on the imple-
mentation of practical SCM
strategies that give organiza-
tions the ability to meet these
challenges and to tap into the
upturn when it inevitably hap-
pens.

The full line up of speakers for
Logistics Ireland 2009 has been
confirmed. Our first speaker is
Professor David Bruce Grant,
Director of the prestigious Uni-
versity of Hull Logistics Institute.
David will deliver a presentation
that provides an overview of the
role of logistics and SCM in ad-
dressing the challenges pre-
sented by the current economic
climate. His presentation will
focus specifically on the impor-
tance of small and medium
sized enterprises (SMEs) in lead-
ing the way back to economic
prosperity.

Professor Grant will be followed
Liam Cassidy. Liam is an experi-
enced supply chain professional
with a verifiable track record of
turning poor performing facto-
ries into benchmark sites.
Liam’s presentation tells the
story of the Oral B lowa City
Plant which was preparing for
closure in 2000. Then one of the
highest cost factories within the
world of Gillette, it was trans-
formed within two years to be-
come a ‘benchmark’ site and
had reduced its costs to the
point where low cost countries
like Mexico and China were
eliminated as serious threats to
its business.

The third keynote speaker is
Declan Kearney, founder and
Chief Executive Officer of Sup-
plierforce, a leading Supply
Management solution provider.
Declan's presentation, entitled
“Achieving cost efficiencies and
reducing risk exposure through
total supply management”, will
highlight the critical role of sup-
ply management within SCM
and the importance of dynamic
risk management.

Pearce Flannery is the next
speaker. Pearce is the founder
and Chief Executive Officer of
Pragmatica — the management,
marketing and human resource
consultancy group. His speech
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LOGISTICS

IRELAND

Ireland’s Premier Supply Chain

Management Conference

will provide an overview of re-
cent developments in the global
and domestic economy and will
identify some of the characteris-
tics necessary for improvement.

As the final keynote speaker
NITL is delighted to welcome
back Professor Martin Christo-
pher, Emeritus Professor of
Marketing and Logistics at Cran-
field University in the UK. Mar-
tin is one of the world’s leading
experts and thought leaders in
the logistics and SCM field. His
presentation recognises that
the recent turbulence in mar-
kets around the world has high-
lighted the interconnectedness
of modern global supply chains.
It argues that management of
the associated complexity re-
quires the development of agile
capabilities within the business
and across the supply chain.

In addition to the keynote pres-
entations, our Logistics Ireland
speakers will form an ‘Expert
Panel’ for a Question and An-
swer Session to be chaired by
Ingrid Miley, Industry and Em-
ployment Correspondent for
RTE. This session will be
opened to the floor and will give
delegates the chance to ask the
panel for their advice on any
SCM issue.
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This years conference aims is to
highlight the continuing impor-
tance of effective SCM practice
and its vital role in ensuring the
competitiveness of Irish indus-
try in today‘’s global market-
place.

The conference commences at
8.30 a.m. with the opening wel-
come and Ministerial Address
and will be closed by Edward
Sweeney at 3.00pm.

Immediately following the con-
ference close, is the official
launch the new book “Supply
Chain Management and Logis-

n ’ tI National Institute for Transport and Logistics

: The Chartered Institute of
00000 Logistics & Transport
B I
: Ireland
www.cilt.ie

Crowne Plaza Hotel
Dublin—Northwood
Tuesday 20th October 2009

tics in a Volatile Global Environ-
ment” (edited by Edward
Sweeney). Both Professor David
Grant and Professor Martin
Christopher contributed chap-
ters. The book explores a range
of SCM and logistics challenges.
It also addresses tactics to deal
with critical issues emerging
from the SCM research agenda.
Thus, it is foreseen that this
book will greatly benefit stu-
dents, managers, researchers
and policy makers. NITL wel-
comes all delegates to join us
for a glass of wine after lunch to
mark the launch of our book.

The delegate fee for Logistics
Ireland 2009 is €195 plus VAT.
Demand for places is particu-
larly high this year so we sug-
gest booking your place soon.

To book a place at Logistics Ire-
land 2009 please contact Pam-
ela O’Brien in NITL at Pam-
ela.obrien@dit.ie

Information and booking forms
are available to download at
http://www.nitl.ie/

Logistics Ireland 2009/
Default.255.html

LOGISTICS
IRELAND

Ireland’s Premier Supply Chain
Management Conference

SUPPLY CHAIN MANAGEMENT

AND LOGISTICS IN A VVOLATILE
GLOBAL ECONOMY
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NITL Staff Member Joins Editorial Board of Leading Journal

Edward Sweeney of NITL was
recently invited to join the In-
ternational Editorial Advisory
Board of the International Jour-
nal of Logistics: Research and
Applications (IJLRA). IJLRA is the
journal of the Logistics Research
Network (LRN) and is published
by Taylor and Francis. Leading
logistics and supply chain man-
agement (SCM) academics from
the UK, USA, France, Germany,
Italy, Japan, India, China and
further afield make up the
membership of the Board. IJLRA
publishes original and challeng-
ing work that has a clear appli-
cability to the business world.
As a result the journal concen-
trates on papers of an academic
journal standard but aimed at
the practitioner as much as the

academic. High quality contribu-
tions are therefore welcomed
from both academics and pro-
fessionals working in the field of
logistics and SCM. Papers aim to
further our understanding of
logistics and SCM and make a
significant original contribution
to knowledge. In this context
the term 'logistics' is taken in its
broadest context as "the man-
agement of processes, flow of
materials and associated infor-
mation along the entire supply
chain, from raw materials
through to the final user of the
product”.

Loglstlcs

Researchand Apphcmlons

For further information about IJLRA visit http://www.tandf.co.uk/

journals/titles/13675567.asp.

For further information about the activities of LRN visit http://

www.ciltuk.org.uk/pages/Irnetwork.

NITL Launches Executive Masters in the Mid-West

Since its inception over a dec-
ade ago, NITL has built partner-
ships with academic institutions
throughout Ireland with a view
to making its learning pro-
grammes as widely available
and accessible as possible.

NITL is delighted to an-
nounce its new partnership with
Griffith College Limerick (GCL).
This will make NITL's flagship
Executive Masters in Supply
Chain Management available to
individuals and companies in
Limerick and throughout the
mid-west region. It is expected
that the first module will run
during the 2009/10 academic
year. NITL’s genuinely modular

8

approach means that pro-
grammes and modules are eas-
ily transferable without in any
way damaging the quality of the
learning experience.
Commenting on this new
partnership with GCL, Edward
Sweeney of NITL stated that:
“The recent economic turbu-
lence has hit the mid-west re-
gion particularly hard with high
profile job losses in Dell and
elsewhere. There is a recog-
nised need for individuals with
the right experience, knowl-
edge, skills, competencies and
gualifications in SCM to ensure
that the region benefits from
the upturn when it occurs. Mak-

ing this prestigious programme
available in the region provides
a welcome boost in this regard”.
Kevin O’Sullivan, Director of
GCL, commented that: “We are
delighted with the opportunity
to provide NITL's qualifications
in the region. The need for
highly skilled practitioners and
strategists in SCM is more im-
portant than ever to ensure the
continued viability of existing
businesses and to contribute in
attracting attract new enter-
prises to the region”.

For further details of the pro-
gramme visit http://www.nitl.ie
or http://www.gcl.ie.
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NITL Congratulates Recent Ph.D. Graduate

Edward Sweeney of NITL was a
guest at the recent degree con-
ferring ceremony at Heriot-Watt
University in Edinburgh. At the
ceremony Pietro Evangelista
was conferred with a Ph.D. for
his thesis entitled
‘Dissemination of information
and communication technology
in supply chain management;
the impact on small and me-
dium sized transport and logis-
tics service providers’. His re-
search was supervised by Ed-
ward and Professor Alan

McKinnon, Director of Heriot-
Watt’s prestigious Logistics Re-
search Centre. Pietro, a close
research collaborator of NITL, is
researcher in logistics and SCM
at the Italian National Research
Council (IRAT-CNR) in Naples.
He is business economist by
background and his current re-
search focuses on innovation
and ICT diffusion in the logistics
service industry. He lectures at
the Department of Managerial
Engineering of the University of
Naples ‘Federico II’.

Prof. Alan McKinnon, Dr. Pietro Evangelista and Edward Sweeney.

Edward congratulated Pietro on
behalf of NITL stated that ‘NITL
is delighted to be associated
with Heriot-Watt’s world class
logistics and supply chain re-
search  activity’. Professor
McKinnon commented that ‘it
was a pleasure to supervise
Pietro's doctoral research and
made all the more enjoyable
with Ed's support. The final
product was well received by
the examiners and reflects very
well on Pietro’.
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NITL is New Member of the “Open ENLoCC” (European
Network of Logistics Competence Centres) Network

NITL has been invited to beco-
me a member of the “Open EN-
LoCC” (European Network of
Logistics Competence Centres)
network, which is a consortium
of regional logistics centres of
excellence in Europe. The aim of
this network is to increase Inter-
European cooperation of logis-
tics institutes and organisations
— in industry and science - by
sharing experience and by work-
ing together on common logis-
tics projects. The network as-
pires to develop innovative sys-
tems and technologies in trans-
port and logistics, as well as to
advance regional economies by
solving infrastructural, organisa-
tional and technological prob-
lems of logistics and transport.
On a European policy level, the
network’s purpose is to contrib-
ute to European harmonisation
of law, technology and stan-
dardisation in transport and lo-
gistics and to support the foun-
dation of new regional logistics
competence centres (LoCCs).
The members of ENLoCC cur-
rently promote the develop-
ment of three major topics in
the field of logistics:

h

openENL::CC

LOGPLAT
¢LOGtraining
eLOGTEN-T

LOGPLAT is a communication
and information tool for se-
lected groups of players in
transport logistics, supporting
sustainable regional develop-
ment and, wherever possible,
intermodality. It consists of in-
formation provided by project
and network partners, and in-
terfaces or links to external IT-
solutions/sources of informa-
tion. Its primary function is
pooling and categorisation of
information to give the user a
fast access to latest information
and tools, as well as to present
the users own information in an
organised way.

LOGTRAINING is developing an
interregional concept of educa-
tion in transport logistics. Exist-
ing facilities, the newest tech-
nologies and theoretical ap-
proaches are going to be inte-
grated. Also experts and facili-
ties from the other partner re-

EUROPEAN LOGISTICS NETWORKS

gions will be incorporated. The
possibility of training periods,
fieldtrips and exchange pro-
grams will guarantee a Euro-
pean oriented education.

Within LOGTEN-T, Open ENLoCC
members cooperate on ques-
tions regarding freight transport
along the main European trans-
port corridors. So far, the main
emphasis regarding these corri-
dors has been given to (fast)
passenger transport. However,
freight transport should be
given equal importance in fu-
ture.

Open ENLoCC currently has
members from the Czech Re-
public, Austria, Finland, Italy,
France, Germany, Poland, Hun-
gary, Sweden and Slovenia. NITL
is its first Irish partner.

For more information, please
visit
http://www.openenlocc.net
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CARDIFF

NITL at Logistics Research Network Annual

Conference 2009

Some of NITL's academic staff recently attended
the annual conference of the Logistics Research
Network (LRN), which was held at the Cardiff Uni-
versity Business School. LRN is a special interest
group of the Chartered Institute of Logistics and
Transport (CILT — UK) which brings together acade-
mics and practitioners in the fields of logistics and
supply chain management (SCM). Its annual confe-
rence is a major event and provides participants
with a forum for the discussion of the latest thin-
king in the area. NITL has long been active in the
LRN and hosted the annual conference in 2004.

The theme of the conference was ‘Volatile and
Fragile Supply Chains’. This theme recognises the
key role of logistics and SCM in today’s volatile
economic environment. NITL was represented at
the conference by Edward Sweeney, Claudia Wag-
ner and Antonino Raspagliesi (a visiting scholar
from Politecnico di Milano).

UMIVERSITY
PRIFYSCOL

(CAER Dy

The Chartered Institute of
Logistics and Transport (UK)

The two papers presented by NITL staff were:

ICT adoption and impact on the Italian lo-
gistics service providers’ performance by
Pietro Evangelista, Riccardo Mogre, Ales-
sandro Perego, Antonino Raspagliesi and
Edward Sweeney; and

An analysis of freight logistics requirements
for the island of Ireland by Claudia Wag-
ner, Edward Sweeney, Colm Ryan and Piet-
ro Evangelista.

The former was based on NITL’s ongoing collabora-
tive research with its partners in Italy and the UK.
The latter was based on the work NITL conducted
as part of a consortium funded by InterTradelre-
land on future freight transport requirements.

Further information about the event is available at

www.lrn2009.org.uk.

I
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USEFUL WEBSITES
By Erica Staller

Supply Chain Digest— www.scdigest.com

Supply Chain Digest is an online

weekly newsletter. It is designed
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n.e best in supply chain management and logistics news, insight,
opinion and education
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o +1 believe the recovery will be stronger
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portant SCM news, provide insight
and put news in context. The
newsletter and website also fea-
ture commentary on current is-
sues, blogs by industry profession-
als, videocasts, case studies, white
papers and a question and answer
section. The articles, opinion
pieces and blogs are well re-
searched and germane. The
“News Bites” section covers useful
industry statistics, trivia and stock
prices.
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The home page is a bit busy, but the website is easy to get around otherwise. However, in order to access
certain areas of the website you must register for the Supply Chain Digest newsletter, which is free.
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In a slight improvement from
its previous forecast, total
import cargo volume at
major U.S. container retail
ports is expected to be 12.5
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according to the monthly
Port Tracker report by HS
Global Insight and the
National Retail Federation.
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Logistics Management is also now part of the Supply Chain Group, so there are links to other useful sup-
ply chain websites, such as the Supply Chain Management Review, Modern Materials Handling, and Ma-
terial Handling Product News. You may subscribe to the digital edition of Logistics Management free of

charge.
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Supply Chain Management and the Value Chain

by Edward Sweeney

One well-known approach to
strategic thinking and strategy
formulation, based on the con-
cept of the value chain, was in-
troduced a quarter of a century
ago by Professor Michael Porter
of Harvard Business School
(Porter 1985). The idea of the
value chain is based on the
process view of organisations,
the idea of seeing a manufactur-
ing (or service) organisation as a
system, made up of subsystems
each with inputs, transforma-
tion processes and outputs. In-
puts, transformation processes
and outputs involve the acquisi-
tion and consumption of re-
sources, such as money, labour,
materials, equipment, buildings,
land, administration and man-
agement. How value chain ac-
tivities are carried out deter-
mines costs and affects profits.

Most organisations engage in
hundreds, even thousands, of
activities in the process of con-
verting inputs to outputs. These
activities can be classified gen-
erally as either primary or sup-
port activities that all businesses
must undertake in some form.
According to Porter (1985), the
primary activities are:

1. Inbound Logistics, which in-
volve relationships with sup-
pliers and include all the ac-
tivities required to receive,
store and disseminate in-
puts.

2. Operations are all the activi-
ties required to transform
inputs into outputs (products
and services).

3. Outbound Logistics, which
involve relationships with
customers and include all the

activities required to collect,
store and distribute the out-
put.

4. Marketing and Sales are ac-
tivities that inform buyers
about products and services,
induce buyers to purchase
them and facilitate their pur-
chase.

5. Service includes all the ac-
tivities required to keep the
product or service working
effectively for the buyer af-
ter it is sold and delivered.

The support activities are pro-
curement, human resource
management (HRM), techno-
logical development and infra-
structure. A graphical represen-
tation of Porter’s value chain is
shown in Figure 1 below.
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Jacobs (2003) notes that:

The value chain disaggre-
gates a firm into its strat-
geically relevant activities
in order to understand the
behaviour of costs and the
existing and potential
sources of differentiation.
A firm gains competitive
advantage by performing
these strategically impor-
tant activities more
cheaply or better than its
competitors.

One implication of Porter’s the-
sis is that firms need to examine
each activity in their value
chains to determine whether or
not they have a real competitive
advantage in the activity. One
consequence of this is that ac-
tivities which are not a source of
real competitive advantage are
often being outsourced thus
creating more virtual supply

chain architectures. This is in
line with the strategic focus
within firms on the identifica-
tion of - and concentration on -
‘core competencies’.

Oates (1998) defines core com-
petencies as ‘the central things
that organisations do well’. The
corollary of this is that activities
regarded as ‘non-core’ are often
being  outsourced. Greaver
(1999) states that ‘non-core
competencies take up time, en-
ergy and workspace, and help
management lose sight of what
is important in an organisation’.
Furthermore, the trend towards
economic and business global-
isation has facilitated the out-
sourcing of various activities to
overseas locations (offshoring).
This is particularly the case in
relation to the off-shoring of
relatively labour-intensive ac-
tivities to lower labour cost lo-
cations. In short, key supply
chain activities are increasingly
being outsourced to third-party
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organisations.

The relationship between this
chain and SCM has been the
subject of discussion in several
academic papers (e.g. Barney
1997; Lazzarini et al. 2001). Sup-
ply chains are in essence sets of
activities representing succes-
sive stages of value creation.
Supply chain  management
(SCM) is, therefore, concerned
with the management of these
activities in a holistic manner.
The literature on SCM suggests
that vertical interdependencies
between the activities require a
systemic approach to the man-
agement of material and infor-
mation flows between firms en-
gaged in the chain. On the other
hand, Porter’s original value
chain analysis was primarily an
approach that described a set of
sequential activities creating
value within firms.



However, outsourcing of supply
chain functionality and the re-
sulting creation of more virtual
configurations has had the ef-
fect of extending the value
chain beyond the boundaries of
individual firms. As noted by
Christopher (2005), ‘the supply
chain becomes the value chain’.
In other words, the distinction
often traditionally espoused be-
tween the value chain and the
supply chain has become incon-
sequential. As succinctly sug-
gested by Christopher (2005):

Now the focus has wid-
ened as the move to out-
sourcing non-core activi-
ties in the value chain ac-
celerates. Thus, we are
seeing, in effect, the sup-
ply chain become the
value chain.

In conclusion, it is important
that firms:

1.ldentify those activities in the
supply (i.e. value) chain that
are sources of real competi-
tive advantage;

2.Decide which activities are
best carried out in-house and
which should be outsourced
to third parties; and

3.Manage the in-house and out-
sourced elements of the sup-
ply (i.e. value) chain in an in-
tegrated and holistic manner
in line with the principles of
SCM.
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OEM inventory hasn’t reduced,

The Warehouse Just

Got BIGGER
by John Clarke

Introduction

The profiles of OEM companies
have changed considerably over
the last decade, transforming
from an in-house manufacturing
to an outsourced manufacturing
model resulting in a significant
change in the way inventory is
owned and managed.

There are  numerous
trends and initiatives helping
OEM'’s to keep their key inven-
tory metrics looking very lean,
the latest being VMI (vendor
managed inventory). However,
all is not as it seems: The inven-
tory still exists, it is just not be-
ing held by the OEM, but in vari-
ous locations in their upstream
supply chain. This “hidden” in-
ventory determines the OEM'’s
ability to respond and is also a
key measure of financial risk in
their supply chain.
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US companies
are required
to disclose “Purchase Obliga-
tions” (commitments to up-
stream inventory) in year-end
accounts because they are of
critical importance to the liquid-
ity of a business (SOX); however
companies outside of the US are
not obliged to make any decla-
ration in this regard.

The title of this article re-
flects that while materials may
be held in different locations by
different companies, the bulk of
the ownership belongs to the
same entity as it did a decade
ago. However, the warehouse
has grown so big that you can-
not easily identify “your” inven-
toryiniit.

L T ==
0.

Traditional versus Modern Sup-
ply Chains

To explain how supply chains
have progressed over the years
it is necessary to first describe in
simple terms what traditional in
-house manufacturing looks like.
The two diagrams Figure 1 &
Figure 2 provide a simple over-
view of the differences between
in-house & outsourced manu-
facture from an inventory per-
spective.

Traditional in-house

chain

supply

Figure 1 below outlines a
traditional in-house manufac-
turing model. All value-add
stays within one facility. The
orange lines signify component
supply from outside the facility.
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Figure 1: Traditional In-House Manufacturing
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Key inventory characteristics for

in-house manufacturing are:

e Primarily raw material pur-
chases;

e Value add operations inter-
nal;

e Complete inventory visibility
& ownership;

e Purchase obligations at low-
est value & mainly cancella-
ble;

e Full control on scheduling &
resources;

e Always top priority;

e Excellent ERP/MRP tools.

Modern Outsourced Supply
Chain

A typical modern out-
sourced organisation is one in
which, at its extreme, the mini-
mum amount of non-core activ-
ity gets performed on the
OEM’s customer facility. Figure
2 represents an outsourced
manufacturing model. All value-
add outside the OEM facility are
at various locations in the sup-
ply chain. Red lines signify com-
ponent/assembly supply from
outside the OEM facility.

Key inventory characteris-
tics for an outsourced manufac-

turing model are:

e Primarily high value assem-
blies/products purchased;

e Value add operations exter-
nal;

e Poor supply chain inventory
visibility & ownership;

e Purchase obligations at high-
est value & not cancellable;

e Little control on assembly re-
sources;

e Little control on scheduling;

e Not always top priority, one
of many OEM customers;

e Same ERP/MRP tools are not
effective  for  outsourced
manufacture.

The key primary differences re-
late to ownership control and
visibility of inventory and the
timing of adding value to inven-
tory.

Where is the Inventory?

From the description of the tra-
ditional and modern supply
chains in the previous sections it
is clear to see that the inventory
has obviously not vanished, it
has just become more difficult
to see where it is. From the sce-
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nario in figure 2, it would be
reasonable to assume that own-
ership lies where inventory lies,
but this is where outsourced
supply chain models become a
bit more complicated.

In the traditional model,
everything was under the same
roof and full responsibility lay
with the operations group of
the OEM who generated the
plans, purchased and held the
inventory and initiated the
value add processes (although
we could also conclude that the
sales department could share
the responsibility here).

In the outsourced model
the inventory is spread through-
out the supply chain in a variety
of different locations, recorded
on different systems and man-
aged by different people/
companies. Most importantly as
material moves up the supply
chain it transforms from a stan-
dard part to a customised part/
assembly suitable for only one
customer, the OEM, who must
assume ownership of the inven-
tory at various stages in the out-
sourced supply chain.
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Figure 2: Outsourced Manufacturing
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Interestingly, as current ac-
counting practises do not ac-
commodate recording purchase
obligations (inventory only in-
cluded after invoice) in year-end
accounts they do not appear on
company financial records even
though it can have a significant
impact on the liquidity of a busi-
ness.

The magnitude of this out-
sourced inventory is such that
Sarbanes Oxley have mandated
that it be expressed in the year
end notes and is defined as
“Purchase Obligations”, but this
only applies to companies
guoted on US stock exchanges
not companies outside of the
us.

An analysis performed on
over 100 companies in the hi-
tech sector shows that the re-
ported figure of purchase obli-
gations is typically around 13%
of cost of sales. This is a signifi-
cant amount of “committed to,
non cancellable inventory”
which is outside normal ac-
counting rules.

The fact that US compa-
nies are reporting this detail
means that they recognise their
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obligations and ownership com-
mitment to these inventory li-
abilities. This fact enables us to
conclude that the inventory has
not vanished, in fact it is still
there, it is committed to and
OEM's are legally obliged to
honour their commitments.

Not only has the inventory
not vanished, but it is being held
at numerous supply chain loca-
tions and at individually higher
values than in the traditional
method. In the traditional
method, MRP systems enabled
the OEM to place orders for in-
dividual items in accordance
with their lead-times only creat-
ing a liability for the individual
items.

In the current outsourced
model this functionality is not
available in MRP systems be-
cause they do not span different
companies. This means that
each autonomous company
places orders for high value pur-
chased assemblies, for a dura-
tion equal to the cumulative
lead-time, rather than just or-
dering the individual item as in
the traditional model.

\

Essentially this means that the
total value of commitments
throughout an outsourced sup-
ply chain can be significantly
greater than the sum of individ-
ual commitments within an in-
house operation. The graph in
Figure 3 below shows how the
purchase obligations for both
traditional and  outsourced
models would look as a result of
the outsourced model holding
higher value orders open for
longer periods.

Purchase Obligations/Commitments
Traditional supply chain vs Outsourced supply chain
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Figure 3: Purchase Obligations in an Outsourced and In-House Manufacturing Model
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What are the risks involved and
what can be done to improve
the situation?

All products have lead-times
and assembly sequences; every-
thing cannot be manufactured
simultaneously; components
are required for sub-assemblies;
sub-assemblies are required for
assemblies, assemblies for prod-
ucts and so on. There is a logical
order in which products get
built and this is determined and
described by the bill of materi-
als design structure.

Typically OEM’s of complex
electronic equipment require
very quick response times, rang-
ing from days to one or two
weeks at the most, driven en-
tirely by their customers’ de-
mands. In an outsourced model
the supply chain is dispersed
and OEM’s are forced to pro-
vide contracts or commitments
outside the normal ordering
process to ensure quick re-
sponse times because of one
simple parameter, Lead-Times.
The risks involved are substan-

Finished
Product at -
OEM Site

Finished
Product at
CMsite

tial, as mentioned in the previ-
ous section, with these types of
commitments being 13% of cost
of sales. This is a huge figure
which is not reported in normal
accounting practises.

Purchase obligations are
defined by Sarbanes Oxley as
“an agreement to purchase
goods or services that is en-
forceable and legally binding on
the company that specifies all
significant  terms, including:
fixed or minimum quantities to
be purchased; fixed, minimum
or variable price provisions; and
the approximate timing of the
transaction and are of critical
importance to the liquidity of a
business”.

One of the main issues
with this type of inventory is
that it is not recorded on one
single IT system and hence re-
quires extensive manual input
to provide a reasonably accu-
rate assessment of the inven-
tory in the complete upstream
supply chain. As orders must
pass from one supplier to an-
other an “In-series” chain of or-

ders is created, which is shown
in figure 4 below. Solid lines
represent order flow, dashed
lines represent the materials
flow.

The primary drawback
with IT systems for this type of
outsourced manufacture is that
to create a demand at the Sub-
assembly (A-a-1 level for exam-
ple), there has to be a series of
orders issued as follows; OEM
to the CM, CM to the supplier of
Assembly A, to the supplier of
Sub-Assembly Al and finally to
the supplier of Sub-Assembly A-
a-1. This means that there has
to be either (A) four purchase
orders issued throughout the
complete supply chain, or (B)
the OEM creates a manual short
-circuit and issues a commit-
ment/obligation directly to the
supplier of A-a-1.

Either method, A or B are
a significant step backward from
the excellent MRP tools that
were so successful at managing
the inventory for an in-house
model.
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Figure 4: Demand relationships on components required for sub- assembly A-a-1
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Taking an example of a long
lead-time component which is
used to manufacture assembly
A-a-1, let us say 20 weeks for
one particular component, and
that there are two weeks for
each additional subsequent
manufacturing step to com-
pleted product. If the OEM sim-
ply uses their MRP system with
no manual planning, this would
mean that they would have to
place an order with their CM for
the full value of the product 28
weeks in advance.

The choice of action is not
ideal for operations personnel,
they can either:

(A) Order the complete prod-
uct far in advance but on
the IT system and man-
ageable, or

(B) Manually commit and
have much less exposure
but no visibility on IT/ ac-
countancy systems.

Even with the manual planning,
the whole supply chain must be
completely in the loop and
aware which parts the OEM has
committed to manually and
which are not. A nightmare sce-
nario.

Conclusion

This article set out to examine
the inventory ownership, liabili-
ties commitments and respon-
siveness at all levels in the in-
bound supply-chain of a modern
outsourced OEM. Our conclu-
sions are based upon the analy-
sis of year end accounts (10-K
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filings) on over 100 high tech-
nology NYSE listed companies,
which is summarised below:

“Purchase  Obligations”
which are also known as up-
stream inventory represent a
significant 13% of cost of sales
and with the exception of US
companies, this data is not re-
ported in year end accounts.
With values this magnitude, all
companies should be closely
monitoring this liability on a for-
mal basis.

“Cash and equivalent re-
serves” are only 3.5 times the
value of purchase obligations.
This level of “committed-to li-
ability” can have a serious af-
fect on the liquidity of a busi-
ness and poses a major risk for
OEM'’s.

“Days purchase commit-
ments outstanding” (DPCO™)
represent 50 days. Many com-
panies are quoting days inven-
tory outstanding (DIO) based
upon inventory on their books
(industry norms around 40 days
for complex electrical equip-
ment. The reality is that due to
long lead-times the true inven-
tory days should also include
some portion of DPCO™ to real-
istic represent responsiveness
and overall commitment to in-
ventory.

There is a lot of scope for IT
tools to improve this situation,
traditional systems worked ex-
cellently in traditional manufac-
turing models, and they just
need to be enhanced to operate
in the real world of complex

global supply chains.

Supply chain managers
wishing to reduce their pur-
chase obligations should above
all concentrate on how the
product is structured at the de-
sign stage, because it is at this
stage that the manufacturing
sequence is designed visa via
the bill of materials (BOM)
structure. BOM are structured
to reflect how a product should
be manufactured, careful atten-
tion should also be paid in struc-
turing them to satisfy the re-
quirements of an outsourced
environment. A well designed
BOM placing emphasis on cu-
mulative lead-times and the po-
sitioning of long-lead-time com-
ponents in the overall BOM
structure can provide significant
reduction in supply chain inven-
tories.

To conclude, any OEM
with outsourced manufacturing
has a much smaller warehouse
on their premises, but a much
larger one in numerous loca-
tions, managed by different or-
ganisations, and different sys-
tems. The challenge is to man-
age them carefully!

Research for this article con-
sisted of analysis of 10-K filings
for over 100 NYSE listed compa-
nies, was funded by Visible
Chain Technology & Enterprise
Ireland and performed in asso-
ciation with Institute of Technol-
ogy Tallaght.

If you are interested in more de-
tails, please contact the author
at john.clarke@visiblechain.com
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A Pragmatic Approach to RFID -
5 Business Cases Delivering the Best Return on Investment

Growing interest from the mar-
ket for RFID...

RFID or, in other words, the use
of radio frequency tags for iden-
tification, tracking and tracing
purposes, is all around us. It is
being used, for example, for the
identification of pets, the pay-
ment of road tolls, access con-
trol in train stations, quality
control of food products and
many other applications. Al-
though the technology behind
RFID has reached maturity in a
number of applications, it has
been largely overhyped over the
last few years. Many integrators
felt the pressure to offer RFID
solutions, but the high expecta-
tions raised have never really
been met.

The main reason for this is
that with RFID, the possibilities
for applications are endless. De-
pending on the type of radio
frequency and tag used, the ca-
pabilities of each RFID solution
can vary significantly in terms of
reading distance, type and
amount of information stored,
or cost of implementation.
Nevertheless, when choosing
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the right material and approach
for an RFID application, impor-
tant benefits can be realised in
terms of traceability and effi-
ciency. Today, a growing num-
ber of solution providers are
focusing on niche markets in
which the requirements and
benefits can be more easily de-
fined for RFID. Furthermore,
now that the technology is be-
coming mature in various niches
and proving its worth, RFID is
once again on the radar,
amongst other technologies in
supply chain environments.

...but no real breakthrough yet

So RFID is making headway, but
has not as yet made any real
breakthrough in the supply
chain. Many companies are still
reluctant to introduce RFID into
their processes. This is for sev-
eral reasons. A survey on RFID
conducted by Zetes revealed
that although most companies
seem to understand where the
most important benefits can be
found (traceability, process
automation and improved accu-
racy), they are still not con-

vinced of its need, with cost re-
maining the main obstacle for
implementation. Indeed, even if
the possibilities offered by RFID
are very wide, a tag often ap-
pears to be very pricey in com-
parison to the product that has
to be traced or identified.

Some companies, whilst con-
scious of the advantages and
possibilities of RFID, are only
considering it as a means of en-
hancing information exchange
with their suppliers or clients. In
these particular cases, RFID suf-
fers from the fact that it is not
yet a widespread technology.
This is, or has been, the case
with many other upcoming
technologies. For example,
when the first fax machines ap-
peared on the market, what was
the use of having one if most of
your contacts were not users?
We are now seeing some large
retailers trying out RFID tech-
nology and asking their provid-
ers to do likewise. Others will
follow. But, for early adopters,
it always requires time to estab-
lish the return on investment
(ROI).




Unsurprisingly, 12% of respondents to Zetes’ sur-
vey declared that they were interested in RFID but
were still waiting for a convincing business case. So
they are attentive to developments in the field and
waiting eagerly to see what RFID could do for
them.

RFID delivers ROI! 5 business cases that offer a
clear illustration

To assist with developing this understanding of the
benefits, Zetes has identified 5 business cases
where the implementation of RFID is demonstrat-
ing a significant return on investment.

1) The Case for Tracking Returnable Assets

For many companies, the loss of returnable assets
(pallets, roll cages, plastic crates, etc.) represents a
huge waste of money. By identifying them with an
RFID tag, they are able to trace and manage them
more efficiently, knowing exactly which asset has
been sent to which customer, how many they
should still have on site, etc. The tags on items
leaving or entering stores are read automatically
whenever a truck is being loaded or unloaded. The
ROI for such applications is quite obvious, as the
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use of RFID helps companies to avoid losing thou-
sands of items each year, worth up to 400€ for a
roll cage.

2) The Case for Distribution Centres - Pallet load-
ing and unloading

RFID can reduce the time required to load or
unload trucks. Today, most companies still use bar-
codes for these tasks and each item (e.g. carton
boxes on a pallet) has to be scanned individually.
By using RFID to identify the transported goods
and installing an RFID gate at the loading and/or
unloading gate, information can be read automati-
cally when entering or leaving distribution centres.
But not only does it allow a time saving, thanks to
RFID, the error rate is also significantly reduced:
products loaded onto the wrong truck or wrong
products being unloaded can be detected immedi-
ately. Here again, the ROI is quite obvious, as the
handling of goods being delivered incorrectly or
inappropriately (use of transportation, manpower,
etc.) is high and reduces the margin companies
earn on their sales. Last but not least, the use of
RFID for these tasks also implies higher security for
work floor operators, who no longer need to exe-
cute potentially dangerous movements using a
handheld scanner to scan every single barcode on
a product pallet.

3) The Case for Asset Management

For many organisations it is important to know the
exact location of their assets, such as electronic
apparatus, furniture, etc. and how they are being
used. Tagging these assets allows them to better
manage these goods “in the field” and to reduce
their stock. In hospitals, for example, medical staff
can lose precious time searching for a machine
that might be in use on another floor. Or some-
times unnecessarily expensive machines are pur-
chased when it should be possible to work effi-
ciently with fewer. Using RFID for asset manage-
ment also makes it possible to store information
about the maintenance of a machine more con-
veniently, on the machine itself, instead of in a
computer programme or even a paper file. Finally,
through using RFID, the inventory management of
these assets is simplified.
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4) In-store inventory

Many stores are loosing a lot of time doing their
inventory, counting each item in their stock manu-
ally. To do this inventory checking, they often need
to close their shop for one or two days and the risk
of making errors while counting is high. Using RFID
can help to make this tedious task much quicker
and easier. Of course, to get the necessary Return
On Investment, this can only apply to items where
the value justifies the use of an RFID tag, as it
might be the case for clothes, electronic appara-
tus, etc. Not only is the inventory going much
faster but the information on the counted items is
transmitted directly to the central system and with
much greater accuracy. This RFID application also
enables stores to identify more quickly which
items are out of stock and must be refilled.

5) Food traceability

In the fresh food industry, the use of an active
RFID tag makes it possible to check if the cold
chain has been respected adequately throughout
the supply chain. A sensor placed on each box of
perishable food makes it easy to identify exactly
which boxes have been affected by a temperature
problem and have to be refused, without neces-
sarily rejecting a complete shipment. The same
kind of application can be used in the blood trans-
fusion chain, where temperature can be controlled
together with the contents of a bag and its loca-
tion.

What will turn an RFID project into a commercial
success?

The business cases described above are, according
to Zetes, those that will generate the best return
on investment. However, to make an RFID project
successful, many other parameters should be
taken into account.

Understand the capabilities of the technology and
adopt a pragmatic approach

In the past, too many companies were implement-
ing RFID for technology’s sake, without under-
standing or establishing a valid business case to
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support their investment decisions. In these in-
stances, the cost often tends to be an issue with
the price of a tag being too high in comparison to
the price of the product to be identified or traced.
This makes the use of RFID completely irrelevant.
Another common problem can be the nature of
the task to be accomplished. Even if RFID opens
the door to creativity, for certain processes, the
implementation might be more complicated than
with another kind of technology. Finally, environ-
mental considerations need to be taken into ac-
count. As RFID works using radio frequencies,
some materials or other elements in the working
environment might hinder the transmission of in-
formation. Therefore, RFID is not necessarily the
best fit technology to answer the needs of a com-
pany. For some projects, they might be better off
using voice recognition or barcodes to achieve bet-
ter results at a lower price.

Anticipation of possible noise & data qualification
As RFID is a technology based on radio frequency,
it is necessary to take a certain number of criteria
into account when implementing a solution. Iden-
tifying the factors that could possibly result in
noise and disturb the transmission of information
is crucial, as in some cases, this could make the
implementation of RFID impossible.

Also, a company that decides to implement RFID
for one or several processes needs to define very
clearly which information should be read from
each tag. Indeed, it is possible that a warehouse
operator is wearing clothes that contain an RFID
tag, and this would be information the company is
definitely not interested in. Therefore, the tasks
that correspond to operational processes to be
enhanced should be defined clearly. These pa-
rameters combined which help collect the relevant
information are known as “data qualification”.
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Get the most out of your solution

One of the advantages of RFID is that it does not
directly require a large scale implementation. Con-
trary to what one might generally think, the imple-
mentation of RFID does not need to affect all prod-
ucts or processes at a time. The roll-out can occur
workflow by workflow, SKU by SKU, supplier by
supplier and customer by customer, without nec-
essarily creating a “Big Bang”. Even if initially in-
tended to work in a closed loop, if designed prop-
erly, an RFID solution can eventually also work in
an open loop environment, making all or part of
the information transmitted accessible to third
parties. The EPCIS standard ratified in 2007 plays
an important role in this regard. EPCIS defines a
standard set of methods by which EPC data from
RFID or other sensor technology can be captured,
processed, formatted, and shared. It can accom-
modate applications as varied as the ones previ-
ously described and is very impactful because it
allows trading partners to seamlessly and securely
share real-time supply chain data with each other.
It is in this data sharing that the true potential of
RFID-enabled supply chain visibility lies.
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Conclusion

RFID should be seen as a “new” technology that
enables new solutions and opens the doors to
creativity. However, it should not be considered a
panacea, capable of solving every tracking or loca-
tion problem. Although new applications have
been made possible thanks to RFID, this technol-
ogy is not always the one to deliver the best re-
sults or return on investment. It is therefore neces-
sary to adopt a pragmatic approach and entrust a
business consultant to conduct an in-depth analy-
sis of the environment, needs and strategic objec-
tives in order to determine whether RFID is the
best means to optimise a company’s business
processes.

Additionally, RFID is often most efficiently

used when combined with other technologies. In
this way, it can then become a route to completing
and enhancing an existing solution.
Contrary to what one might think, the implemen-
tation of RFID does not trigger a revolution of all
operational processes - it can be integrated very
smoothly into existing ones and work in parallel
with other solutions.

Finally, when implementing RFID, companies
should consider future developments. On the one
hand, they should explore how the solution might
evolve inside the company, leaving the possibility
of widening the scope of implementation. On the
other hand, they should also take into account the
fact that RFID is a technology that is constantly
evolving, with new products being launched every
month. It is therefore necessary to select an open
tool for integration that will not force the re-
thinking of their whole solution once a new and
better product becomes available.

For more information contact info@uk.zetes.com.
&
®oo

ALWAYS AGOOD ID
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New Supply Chain Toolkit for Optimizing ad-hoc Materials

Spend

SerCom Solutions, the supply
chain services specialist, has
launched a new supply chain
toolkit to help companies more
effectively manage ad-hoc ma-
terials spend. Case evidence
from SerCom Solutions has re-
vealed that spending improve-
ments up to 32 per cent are
achievable within some com-
modities using the toolkit.

The new service is designed to
overcome many of the procure-
ment difficulties companies en-
counter when trying to carry
out ad-hoc/once-off orders,
such as sporadic re-work pack-
aging, product bundling for pro-
motional marketing campaigns
and the inclusion of non-
standard components or acces-
sories to meet end customer

needs.

Supporting such ad-hoc materi-
als spend places significant
pressures on  procurement
teams to source, price and pur-
chase un-forecasted or partially
forecasted requirements in ex-
tremely short timeframes. On a
global scale, this challenge be-
comes even greater as these
activities are happening in mul-
tiple geographies with different
supply bases and constraints.
Such pressures can often lead to
less than optimal buying and
inefficient procurement.

SerCom’s new toolkit and proc-
ess, is specifically designed to
overcome many of the ineffi-
ciencies that can arise when
dealing with such materials re-

quests. Providing an online pro-
ject management tool, the sys-
tem has been developed to spe-
cifically support companies with
a set of processes to more ef-
fectively manage such ad-hoc
materials spend.

Commenting on the new supply
chain toolkit, Rose McCarthy,
Supply Chain Director at SerCom
Solutions said: “Taking data
feeds regularly from all of the
customer regions into our Data
Mining tools, our analysts can
get to work on customer data
and transform ad-hoc activity
into  definable books-of-
business. These activities trig-
ger cost improvement projects
by concentrating on extracting
business from the data that can
be tendered in a formal Request
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for Quote (RFQ). Other areas
for focus are lead time levelling,
MOQ (minimum order quantity)
management, supplier negotia-
tion and supply chain improve-
ments. All projects are man-
aged in our online project man-

agement tool and governed by
joint customer/SerCom steering
panels.”

According to McCarthy, cus-
tomer feedback to date has
been very positive and the com-
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pany is confident that significant
productivity gains and cost sav-
ings can be achieved for cus-
tomers as a direct result of the
new toolkit.

Joint Customer and SerCom Oversight Panel

Project Execution
and
Implementation

- @

Regional Spend —»

Data Mining Tool

.

Analyst

—» Project Management Tool —» Global Procurement Team

Project Examples Alternative Sourcing, Supplier Negotiation, Lead time levelling,
RFQ, MOQ Management, Materials flow improvement

About SerCom Solutions

www.sercomsolutions.com
www.linx-electronics.com
www.dcc.ie

Contact :

Frans Van Cauwelaert, WHPR
Tel: +353 1 669 0030

SerCom Solutions acts as a global outsourcing partner to many of the world’s
leading ICT companies. These companies are increasingly outsourcing key aspects
of their supply chain in order to achieve shorter lead times to market, reduced
inventory levels and more cost effective and efficient distribution.

Established since 1978, SerCom Solutions delivers a comprehensive range of
outsourced supply chain services, covering kitting, supply chain planning, order and warehouse management,
product sourcing, procurement services, distribution and logistics management.

- ™ -i&ﬁ.
=
SerCom
solutions

SerCom Solutions is headquartered in Dublin, Ireland with additional facilities in Limerick, Poland, China, Mexico
and USA. The company currently employs 230 people.

SerCom Solutions is a wholly owned subsidiary of DCC plc, the procurement, sales, marketing, distribution and
business support services group listed on both the Irish and London stock exchanges.

Padraig Henry, SerCom Solutions at email: padraig.henry@sercomsolutions.com

Email: frans.vancauwelaert@ogilvy.com
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Review Article
By Edward Sweeney and Dan Park

John Gattorna and friends Dynamic Supply Chain Alignment — A New Business
Model for Peak Performance in Enterprise Supply Chains Across All Geographies
Farnham: Gower Publishing 2009 (ISBN 978-0-566-08822-3).

As we noted in our review article based on one of
his earlier books (Sweeney and Park, 2006), Profes-
sor John Gattorna’s contribution to scholarship
and practice in supply chain management (SCM) is
substantial and sustained. In this article we
pointed up the evolution of Gattorna’s thinking
from his (1998) Strategic Supply Chain Alignment
through to the (2006) book Living Supply Chains
building on the potential impact of SCM as a set of
tools and techniques aimed at operational effi-
ciency and total cost competitiveness into the ba-
sis for creating a differentiated business model,
with SCM as the strategic focus and force for re-
source concentration.  Dynamic Supply Chain
Alignment takes us a stage further into the dimen-
sion of SCM as the basis for effective international
and global strategic and operational management.

Dynamic Supply Chain Alignment is written by a
mix of practitioners, consultants and academics.
There are over 30 contributors to the book, each
considering the underlying concept of dynamic
alignment of supply chains from his/her own par-
ticular perspective. Furthermore, and as suggested
by the ambitious phrase “across all geographies” in
the book’s subtitle, the contributors are based
Europe, the Americas, the Middle-East and the
Asia-Pacific region. Despite the number and vari-
ety of professional and geographical perspectives,
Gattorna has succeeded in putting together a vol-
ume that is itself characterised by alignment be-
tween its various sections and chapters.

A somewhat unusual and quite innovative feature
is that the first section of the book consists of re-
portage of a set of subject-focused panel discus-
sions held as part of the Supply Chain Business Fo-
rum that took place in Melbourne in February

2008. Significantly the main themes that were
aired at the forum, and find their summary here,
are taken up in detail at the theoretical and practi-
cal levels in the body of the substantial text that
makes up this book. The structure of the main
book is predominantly thematic but the reader has
to work hard to link the main themes of the first
section to the detail: there is not a lot of cross- or
back-referencing. This is however not an insuper-
able problem viewed against the wealth of detail
found in the main text.

As in previous works, there is a strong central fo-
cus on the “built-to-change” model of business, as
distinct from “built-to-last”. Gattorna’s perspec-
tive takes full account of the structural changes in
the world economy that have combined to propel
the supply chain concept and their alignment of
multiple, interactive supply chains towards the
centre of contemporary strategic thinking. This
perspective is based on a number of key organisa-
tional characteristics that derive from the new sets
of core competencies on which differentiation in a
“built-to-change”  business  environment s

achieved. These are, as Gattorna has argued con-
sistently, integration; flexibility; risk versus effi-
ciency trade-offs; time compression; and quality at
best cost.




Given this increasingly complex
situation, how do we deduce
generally applicable models and
principles. Gattorna deals with
this complexity in a very power-
ful way, by identifying four ge-
neric supply chain models or
frameworks - continuous re-
plenishment, lean, agile and
fully flexible — within which gen-
eral business and detailed op-
erational strategies can be for-
mulated, nowadays increasingly
across geographical boundaries.
The one central dimension that
these generic approaches have
in common is  thinking
“backwards from the cus-
tomer”. Gattorna and col-
leagues (notably in the chapters
by Githens and Kong) lead us to
a view of markets that com-
bines the SCM concept with the
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“death of geography” principle
and moves us towards customer
-oriented  segmentation in
which one looks for the com-
monalities of requirement and
purchasing criteria that will
drive an organisation’s ap-
proach to meeting customer
needs in a differentiated way
that can be rapidly and respon-
sively updated. Thus a market
segment can be served by a cus-
tomised SCM approach in which
customer location is no longer a
major factor in itself but cost-to-
serve and time-to-execute be-
come the critical issues.

The concept of integration,
along with alignment, has al-
ways been at the heart of SCM
thinking, and this is the main
supporting theme of Gattorna’s
work along with the unifying
theme of alignment. Indeed
both are essential if the full
business and operational bene-
fits of SCM are to be realised.
The extensive use of case ex-
perience through the book is
particularly enlightening on this
point. The danger of the “silo
mentality” persists in many or-
ganisations of all types and sizes
and any attempt to introduce
the “alignment” concept with-
out an equivalent commitment
to the “integration” dimension
is likely to prove unsatisfactory.

Gattorna’s perspective goes fur-
ther. It is not only on business
strategy and organisation that
SCM is making its impact. It en-
compasses broader issues of
international economic and po-
litical relations. There are per-

spectives on developments and
opportunities in the major
emerging areas of the world
(the BRIC economies) as well as
assessments of the impact of
increasingly global SCM on the
mature industrialised econo-
mies. Moreover Gattorna dem-
onstrates how the principles of
SCM apply in a wide variety of
activities and organisational
types, ranging from humanitar-
ian aid to IT and manufacturing
and service activities.

This has major implications for
the way in which we think of
organisations. The increasingly
fuzzy boundaries between inter-
dependent entities are now giv-
ing rise to a re-evaluation of ba-
sic concepts of “the firm” and
consequently of the theory of
the firm that has been at the
heart of much thinking in ap-
plied economics and business
strategy. There are two impor-
tant aspect to this. First, the
extended enterprise becomes
the unit of competition. Sec-
ond, the view of a market on a
geographical basis gives way to
a perspective of available and
accessible value, with segmen-
tation based predominantly on
customer rather than on prod-
uct or geography. But we would
venture to add a third here that
is perhaps not addressed,
namely the potential of SCM to
enable an enterprise to cope
with value migration within the
supply-demand continuum. As
business globalises, activities
migrate to locations where it is
financially and operationally
logical for them to be.
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SCM is potentially important in
enabling an organisation to an-
ticipate and re-align itself to the
reality of a changing value struc-
ture that runs in parallel to the
activity structure. Indeed, a
perspective on international fi-
nancial supply chains is missing
here — most probably out of
considerations of length of an
already very substantial work.
Nevertheless finance is already
an international supply chain
(with positive and negative as-
pects, as we have recently ex-
perienced) and many would ar-
gue that it needs a little more
alignment and integration,
thinking backwards from the
customer as Gattorna would
advocate.

Inevitably in a book consisting
of a “Prelude”, 28 chapters and
a “Last Word” one cannot eco-
nomically point here to all the
detailed insights.

Let it suffice

to note the very scope of the
book, covering the SCM field as
a whole from the question of
multi-geographical integration
through the dimension of cor-
porate social responsibility and
environmental considerations
to the tax implications of SC
structures and management of
intellectual capital within the
emerging business and organ-
isational models. Not least, as
Gattorna himself has long ar-
gued, the “people dimension”
cannot be overlooked. Organ-
isational and individual behav-
iour is affected by the applica-
tion of SCM, and this is empha-
sised further when one unavoid-
ably introduces an increasingly
international and cross-cultural
element of business manage-
ment into the business models
that Gattorna advocates.

Professor Gattorna’s latest work
will provoke much thought not

only on the subject of tools and
techniques of SCM but on its
broader business impact and
strategic potential.  This sub-
stantial and multi-dimensional
contribution is a valuable addi-
tion to scholarship and practice,
and can be read equally profita-
bly by academics, practitioners,
and consultants alike.

References

e Gattorna, J. (1998) Strategic
Supply Chain Alignment - Best
Practice in Supply Chain Man-
agement Farnham: Gower
Publishing 1998.

e Gattorna J. (2006) Living Sup-
ply Chains — How to Mobilise
the Enterprise Around Deliver-
ing What Your Customers
Want London: Prentice Hall,
2006

e Sweeney, E. and Park, D.
(2006) Review article based
on Living Supply Chains... by
John Gattorna, in Logistics
Solutions, the Journal of the
National Institute for Trans-
port and Logistics, Vol.8,
No.4, November, pp. 18-22

Edward Sweeney is Director of
Learning in NITL.
E-mail: edward.sweeney@dit.ie

Dr Daniel Park is a Partner in
MASS Consulting Group, Man-
chester UK.

E-mail:
danpark@massman.com

29


mailto:edward.sweeney@dit.ie
mailto:danpark@massman.com

National Institute for Transport and Logistics
Dublin Institute of Technology

Bolton Street

Dublin 1

Phone: + 353 1 402 4023

Fax: +353 1 402 3991

Email: nitl@dit.ie

Web: www.nitl.ie



	Supply Chain Perspective, Volume 10, Issue 2
	Recommended Citation

	tmp.1310642226.pdf.XB24S

