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D BENEFITS ARE MANY ...

Managing and Controlling Promotions

Better Planning Reduced Product Shrinkage

Automatic Checkout
Accurate Inbound Freight Verification

Reduced Stockout Inventory Reduction

Faster Receiving

Theft Prevention
Accurate Order Fulfillment

Increased Production Responsiveness

Automated Inventory Counting
Greater Production Flexibility

Shorter Order Fulfillment Leadtime
Produce-to-Real-Time-Demand
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TYPES OF BENEFITS

Revenue vs. Cost

Internal vs. External

Easy to quantify vs. Hard to quantify

All benefits must translate into ROI!
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D YET TO BE QUANTIFIED...

- Inventory reduction due to demand and supply visibility
- Faster and more accurate order fulfillment

- Greater order fulfillment flexibility

- Production flexibility

- Produce-to-real-time-demand

- Real-time control of promotions

Most of the benefits are SC-integration-related!
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D SUPPLY CHAIN INTEGRATION
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D SO HOW DO WE QUANTIFY THESE?

Build a Simulation Model!

Outputs

* Performance metrics
- Production flexibility
- Order fulfillment leadtime

* Distribution network data
(e.g. # of facilities, location)

« Historical demand data
(e.g. order receipt, sales quantity)

« Supply chain operations data
(e.g. order fulfillment policy, inventory policy,

« Quantified benefits
- Supply chain cost reduction
- Revenue increase
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WHAT ELSE CAN SIMULATION DO FOR US?

- Allow quantification of benefits involving complex dynamics
- Perform sensitivity analysis

- Helps make right business decisions
- Define standard performance metrics
- Ties in with the town test
- Bring SC partners together and work out integration issues
- Brings academics and industry together

- Build a generic, company-independent model
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ACTION ITEMS

- Determine what to model
- Choose partnering companies for initial model
- Choose product family
- Conduct field visits
- Learn SC operations
- Gather data
- Build model, simulate, and present the findings
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D THE BULL-WHIP EFFECT
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THE BULL-WHIP IN REAL LIFE
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D BULL-WHIP IN THE BEER GAME
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