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From Consignment to VMI Hub
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Case: PC Logistics Flow in Europe
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Case: Supplier Hub by Apple Donier et al.(1998)
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The Implementation Process
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IV. Supply Chain Design and Pipeline Inventory
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Less Production Cost

- " More pipeline Inventory

More Safety Stock

_____________________________________________________________________________________________________________

57>

Department of Logistics Manageme

Trade-Off between Costs and Inventory

Facility cost < Transportation cost
Production/Purchasing cost < Transportation cost

Transportation cost < Lead time

Lead time < Pipeline inventory, Safety stock, Service

Safety stock < Lost sales, Backorder cost
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Lead Times and Pipeline Inventory
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Case: Timbuk2:14 & *F #
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Case: HP Deskjet supply network
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Figure 11.16
DeskJet printer supply chain network. Source: Lee and Billington [1993, 838]

64>

11



Department of Logistics Manage

Crisis in Europe
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TABLE 8.1 Some Sample DeskJet Demand Data: Europe

Option  Nov. Dec. Jan. Feb. Mar. Apr. May June July  Aug. Sept. Oct.

A 80 0 60 90 21 48 0 9 20 54 84 42
AA 400 255 408 645 210 87 432 816 430 630 456 273
AB 20,572 20,895 19,252 11,052 19,864 20,316 13,336 10,578 6,096 14496 23712 9.792

AQ 4,008 2,196 4,761 1,953 1,008 2,358 1,676 540 2,310 2,046 1,797 2,961
AU 4,564 3,207 7,485 4,908 5,295 90 0 5,004 4,385 5,103 4,302 6,153
AY 248 450 378 306 219 204 248 484 164 384 384 234

Total 29,872 27,003 32,344 18954 26,617 23,103 15692 17431 13,405 22,692 30,735 19455
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Short Term Management Options
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Model Ovetrview
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Long Term Management Options

TATAE2RELG A

LA 45 5L gl

2. &7 i%%'“*é_‘i%ﬁ%ﬁﬂ%f%‘

3. 3% e b4t 1 % 6 5> SR 3 = & 2 service level g 3R

Air shipment: expensive

European factory: insufficient demand
More inventory: more problems

Better forecasting: limited result

DC localization: how much can be saved?
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DC Localization

Design for assembly
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Localization Reduces Supply Chain Inventory

Factory-Localization DC-Localization
(Weeks of Supply) (Weeks of Supply)

Far East Printers 13.4
Distribution Localization Materials 0 11.0
Center
European Printers 52 3
Distribution Localization Materials 0
Center
US Distribution Printers 3.2 32
Center Localization Materials 0 0
Vancouver US Localization Materials 2.8 2.8
Factory Other Localization 39 0
Worldwide Travel Materials 4.4 3.5
(Weighted Printers 33 4.0
Average) Localization Materials

Other benefits
—Lower value of transit inventory and freight reductions
—Local procurement of localization materials
—Local presence of “manufacturing”
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But there are other costs
—Product redesign

—DC modifications
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New Product Introduction (Maxim)
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Figure 11.16
DeskJet printer supply chain network. Source: Lee and Billington [1993, 838]
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Composition of Inventory in Supply Chain

Base Case at 98% Service Target
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Changes and Opportunities
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Reconfigure the Desk]Jet Supply Chain
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Figure 11.16
DeskJet printer supply chain network. Source: Lee and Billington [1993, 838]
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Table 11.1 Comparing the opportunities for new printer (at 38% service goal)
Base Engine Air Engine at
Item Case Buffer Engine Singapore
Inventory (weeks supply)s  17.6 20.26 13.7 15.0
Inventory ($)b 22.0M 21.6M 19.6M 20.4M
Inventory reduction 0.4M 2.6M 1.6M
Savings/yr. 100K 600K 396K
Freight savings/yr. ($) 0K -382K 120K
Potential savings/yr. ($) 100K 218K 516K
Source: Lee and Killington [1993, 843]
aFGl, engine + pipeline.
bBased on 24% annually.
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