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Recap



Traditional flow versus Lean flow between stages

Slack et al (2015)



Toyota Production System



Reducing the level of inventory (water) allows 
operations management (the ship) to see the problems 
in the operation (the rocks) and work to reduce them

Slack et al (2015)



Model of Agile capabilities

Harrison et al (2015)



Form and Logistical Postponement

Harrison et al (2015)



Combination of lean and agile using a customer 
order decoupling point (CODP)

Harrison et al (2015)



By applying Supply Chain 4.0 levers, huge potential 
can be unlocked



Back to Basics- Supply Chain Processes



Supply Chain Processes

•Supply
•Source
•Make
•Distribute
•Sell

Harrison et al (2012)

Chopra and Meindl (2013)



Supply Chain Operations Reference- SCOR 12.0 Model

APICS (2017)



Purpose of SCOR

•SCOR processes provide the building blocks, the model that 
can be used to describe supply chains that are very simple or 
very complex 

•It also provides a basis for the focal firm to understand their 
supply chain performance and identify opportunities for 
improvements



SCOR Management Processes 

•The SCOR model has been developed to describe the 
business activities associated with all phases of satisfying 
customer demand

•Six primary management processes of:
• Plan
• Source
• Make
• Deliver
• Return
• Enable



•Plan: planning demand and supply- long-term capacity and 
resource planning

•Source: material acquisition- vendor certification and vendor 
contracting

•Make: production execution- shop scheduling. Any added value 
activity e.g., material repackaging at a distribution centre; quality 
control

•Deliver: the day-to-day tasks of managing demand, orders, 
warehouse and transportation, and installation and 
commissioning. 

•Return: the return of non-conforming goods for replacement or 
rectification, and the recycling of materials no longer needed by 
the customer

•Enable: include management of: business rules, performance, 
data, resources, facilities, contracts, supply chain network 
management, managing regulatory compliance and risk 
management.



SCOR Process Hierarchy

APICS (2017)



Example of “Make-build to Order" scenario



SCOR Process Elements





SCOR Performance Attributes

• Customer-focused-
• Reliability, 
• Responsiveness
• Agility

• Internal-focused-
• Cost
• Asset Management Efficiency



Global Supply Chain
The Firm cannot become ‘world class’ by itself!



What does it mean?- Internationalization

•International sourcing of component parts
•International markets for finished goods 
•Worldwide marketing of products under a common brand 
FROM:

• localized focus, manufacturing and marketing its products in 
individual countries

TO: 
• Source its materials and components in more than one country
• Global production and distribution
• multiple assembly or manufacturing locations geographically 

dispersed



Apple International 
Suppliers

Comparecamp.com/Hillsberg (2014)  



Apple iPhone Global Supply Chain | CNBC

https://www.youtube.com/watch?v=Cw3V2x5u54Y

https://www.youtube.com/watch?v=Cw3V2x5u54Y


Comparecamp.com/Hillsberg (2014)  



Why companies go global?



Generic drivers of internationalisation

•a search for low factor and supply costs (land, labour, 
materials)

•the need to follow customers internationally in order to be 
able to supply locally and fast 

•a search for new geographical market areas 
•a search for new learning opportunities and exposure to 
knowledge



Main Drivers of Internationalization

• Globalization offers companies 
opportunities to simultaneously 
grow revenues and decrease 
costs

Christopher (2013) Trade-offs in global logistics 



Apple’s Cost reduction



Main Risks

• Global supply chains are made 
more complicated by uncertainty 
and difficulty of control

• Uncertainty arises from longer lead 
times and lack of knowledge over 
risks and local market conditions 

• World markets are not 
homogeneous, there is still a 
requirement for local variation in 
many product categories

https://www.cips.org/supply-management/news/2021/march/supply-chain-challenges-hit-revenues-at-nike/


Decision framework for international logistics

Harrison et al (2012)



Business Approach is not a Universal patterns

•Does internationalization imply a universal global approach 
of the supply chain?

•Does internationalization require a ‘global’ presence in every 
market?
• ‘McColonisation’ and  ‘CocaColonisation’- abolished.
• Move away from universal product, marketing, and production and 

distribution model 
• Procter & Gamble is doing the same 
• Unilever, however has decrease the number of brands, and has 

rationalized operations away from strict localization
• Regional variations in the application of international principles.



Logistics implications of internationalisation



Logistics implications of internationalisation

•Inventory
•Handling
•Transport
•Product obsolescence



Inventory

•Centralising inventories across multiple countries can hold 
advantages in terms of inventory-holding costs and inventory 
levels that are especially relevant for high-value products. 

•On the other hand, internationalisation may lead to product 
proliferation due to the need for localisation of products and 
the need to respond to specific local product/market 
opportunities



Inventory-holding costs

•Lead time spent in the logistics pipeline increases the 
holding cost of inventory.

•In addition to the time spent in physical transit, goods 
travelling internationally will incur other delays. 

•These occur at consolidation points in the process, such as in 
warehouses where goods are stored until they can be 
consolidated into a full load, such as a container. 

•Delay frequently occurs at the point of entry into a country 
while customs and excise procedures are followed.



Handling

•Logistics service practices may differ across countries as well 
as regulation on storage and transport.

•Adjusting handling practices accordingly is a prerequisite for 
internationalisation.

•Furthermore, the opportunity to implement best practice 
across various facilities may also be possible



Transport

• logistics pipelines are extended and have to cope with 
differences in infrastructure across countries

•This may drive localisation
•However, opportunity for global consolidation may drive 
international centralization

•Consider trade-off between the benefits of being able to 
consolidate operations globally on the one hand, and the 
need to compete in a timely manner



Product obsolescence

•The extended lead time inherent in international logistics 
pipelines means that products run the risk of becoming 
obsolete during their time in transit

•products in industries with rapid technological development:
• personal computing and consumer electronics
• fashion goods such as clothing and footwear



Implementing Global Logistics Strategies



Global Logistics Strategies

•Focused Factories
•Centralized Inventory
•Postponement
•Location
•Layering and Tiering 



Focused Factories

•Involves a company’s consolidating production of products in 
specific factories. 

•Each ‘focused factory’ supplies its products internationally to 
a wide market

•Focuses on a limited segment of the product assortment.
•So, instead of “local-for-local” production, each location 
produces a few items world wide

•Rationalise production into fewer locations



Focused factories: from geographical to product segmentation

Harrison et al (2012)

(a) Focused markets: full-range manufacture for local markets
(b) Focused factories: limited range manufacturing for all markets



Focused Factories Example

•Kellogs who manufacture their successful product Pringles in 
just two plants to meet worldwide demand 

•M&Ms for sale in Moscow are likely to have been produced 
in the United States 

•Heinz produce tomato ketchup for all of Europe from just 
three plants 

•Unilever’s long-established soap brand, Pears, is produced in 
India for world markets



Obvious trade-offs

•The effect on transport costs and delivery lead-times 
•The costs of shipping products, often of relatively low value, 
across greater distances may erode some or all of the 
production cost saving 

•The longer lead-times involved may need to be countered by 
local stock holding, again possibly offsetting the production 
cost advantage



Problems of focused production

1. The need for local packs exist, e.g. with labelling in different 
languages or even different brand names and packages

• Overcome by ‘postponing’ the final packaging until closer to the point-
of-sale 

2. Customers ordering a variety of products from the same 
company on a single order but which are now produced in a 
number of focused factories in different locations 

• Solution here may be some type of trans-shipment or cross-dock 
operation where flows of goods from diverse localities and origins are 
merged for onward delivery to the customer



Rethinking Focused Factories

•Sony used to manufacture their digital cameras and camcorders 
in China, attracted by the lower labour costs 

•Less than 10 per cent of a high-tech company’s costs are direct 
labour.

• In addition, because life cycles were so short for these products it 
was better to bring the assembly back to Japan where the 
product design took place and, indeed, where most of the 
components originated

•Hence the decision to source offshore, simply to save on labour
costs, makes little sense if penalties are incurred elsewhere in the 
supply chain



The Offshoring Decision: TOTAL COST

•Adam Smith in The Wealth of Nations when he stated,
“If a foreign country can supply us with commodity cheaper 
than we ourselves can make it, better buy it of them with 
some part of the produce of our own industry, employed in a 
way in which we have some advantage.” 
•Cost reduction by moving production to low-cost countries 
is typically mentioned among the top reasons for a supply 
chain to become global

•BUT it is not automatic. 



https://www.scmp.com/economy/china-economy/article/3135852/coronavirus-shipping-rates-stay-unprecedented-levels-until


•Companies have failed to gain from offshoring for two 
primary reasons:

1. focusing exclusively on unit cost rather than total cost 
when making the offshoring decision 

2. ignoring critical risk factors.



Key elements of total cost- Offshoring

Ferreira and Prokopets (2009) cited in Chopra and Meindl (2013)



Centralized Inventories

•Rather than have a large number of local distribution 
centres, bringing these together at a small number of 
locations can save cost 

•Savings can be achieved in this way by:
• coordinating inventory management across the supply pipeline. 
• Therefore duplication eliminated
• safety stocks to be minimized, 
• thereby lowering logistics costs and overall distribution cycle times.
• lower factory-to-warehouse distribution costs because shipments 

can be consolidated into full container loads.



Inventory centralisation against logistics costs and 
service dimensions

Harrison et al (2012)



Example of Centralized Inventories

•Taking the European market as an example, the range is from 
local inventories (by country or even by location) 

•Through international (a selection of countries) to the 
complete continent. 

•Many companies now include the Middle East and Africa as a 
trading bloc (Europe, Middle East and Africa – EMEA).



•Philips has reduced its consumer electronics products 
warehouses in western Europe from 22 to just four. 

•Likewise Apple Computers replaced their 13 national 
warehouses with two European RDCs. 



Delivery strategies in a global network



Phases in the location selection process

• Deciding where operations are 
going to be performed

Harrison et al (2012)



Four-phase decision-making process- Between 
Locations
1. Deciding upon the appropriate 

level of centralisation–
decentralization

2. Deciding upon the appropriate 
level of centralisation–
decentralization

3. Selecting criteria weightings
4. An economic trade-off analysis 

of structures and relevant 
locations

Harrison et al (2012)



Layering and tiering

•Internationalisation is often looked at from the point of view 
of asset centralization and localisation.

•Starting point: Is the base structure localised or globalised?
1. The path with a localised starting point - goes through 
centralisation within Europe starting from autonomous, 
duplicated local structures
2. The path with a global starting point builds a small 
European presence and then migrates through the increase of 
European presence centrally



Stages in the 
implementation of 
postponed manufacturing: 
local starting point

Harrison et al (2012)



Stages in the 
implementation of 
postponed 
manufacturing: global
starting point

Harrison et al (2012)



Nike- Case Study
•Multi-product and Multi-jurisdictional company
•Manufacturing network has over 525 factories in 40 
countries -Vietnam, China, and Indonesia, Thailand

•Sources most of its raw materials in the manufacturing host 
country by independent contractors

•Products move from several distribution centers across a 
network of thousands of retail accounts.
• 6 primary distribution centers in the US
• 67 distribution centers outside the US 

•Nike-owned retail stores and digital platforms

https://marketrealist.com/2019/10/nike-manufacturing-and-supply-chain-strategies/


Apple- Case Study

https://www.supplychain247.com/article/is_apples_supply_chain_a_risk/Apple

https://www.supplychain247.com/article/is_apples_supply_chain_a_risk/Apple


Unilever- Case Study


	Lecture 7- Global Supply Chain 
	Recap
	Traditional flow versus Lean flow between stages
	Toyota Production System
	Reducing the level of inventory (water) allows operations management (the ship) to see the problems in the operation (the rocks) and work to reduce them
	Model of Agile capabilities
	Form and Logistical Postponement
	Combination of lean and agile using a customer order decoupling point (CODP)
	By applying Supply Chain 4.0 levers, huge potential can be unlocked
	Back to Basics- Supply Chain Processes
	Supply Chain Processes
	Supply Chain Operations Reference- SCOR 12.0 Model
	Purpose of SCOR
	SCOR Management Processes 
	Slide Number 15
	SCOR Process Hierarchy
	Example of “Make-build to Order" scenario
	SCOR Process Elements
	Slide Number 19
	SCOR Performance Attributes
	Global Supply Chain
	What does it mean?- Internationalization
	Apple International Suppliers
	Apple iPhone Global Supply Chain | CNBC
	Slide Number 25
	Why companies go global?
	Generic drivers of internationalisation
	Main Drivers of Internationalization
	Apple’s Cost reduction
	Main Risks
	Decision framework for international logistics
	Business Approach is not a Universal patterns
	Logistics implications of internationalisation
	Logistics implications of internationalisation
	Inventory
	Inventory-holding costs
	Handling
	Transport
	Product obsolescence
	Implementing Global Logistics Strategies
	Global Logistics Strategies
	Focused Factories
	Focused factories: from geographical to product segmentation
	Focused Factories Example
	Obvious trade-offs
	Problems of focused production
	Rethinking Focused Factories
	The Offshoring Decision: TOTAL COST
	Slide Number 49
	Slide Number 50
	Key elements of total cost- Offshoring
	Centralized Inventories
	Inventory centralisation against logistics costs and service dimensions
	Example of Centralized Inventories
	Slide Number 55
	Delivery strategies in a global network
	Phases in the location selection process
	Four-phase decision-making process- Between Locations
	Layering and tiering
	Stages in the implementation of postponed manufacturing: local starting point
	Stages in the implementation of postponed manufacturing: global�starting point
	Nike- Case Study
	Apple- Case Study
	Unilever- Case Study

