THE
SUPPLY CHAIN
MANAGEMENT
__GASEBDOK

COMPREHENSIVE COVERAGE AND
BEST PRACTICES IN SCM

CHUCK MUNSON

PROFESSOR OF OPERATIONS MANAGEMENT,
WASHINGTON STATE UNIVERSITY

Consulting Editor, BARRY RENDER, Ph.d.

. |




The Supply Chain

Management Casebook



This page intentionally left blank



The Supply Chain
Management Casebook

Comprehensive Coverage and
Best Practices in SCM

Chuck Munson



Vice President, Publisher: Tim Moore
Associate Publisher and Director of Marketing: Amy Neidlinger
Executive Editor: Jeanne Glasser Levine
Operations Specialist: Jodi Kemper
Marketing Manager: Megan Graue
Cover Designer: Chuti Prasertsith
Managing Editor: Kristy Hart

Project Editor: Elaine Wiley

Copy Editor: Barbara Hacha
Proofreader: Sheri Cain, Anne Goebel
Indexer: Heather McNeill

Senior Compositor: Gloria Schurick
Manufacturing Buyer: Dan Uhrig

© 2013 by Chuck Munson
Publishing as FT Press
Upper Saddle River, New Jersey 07458

FT Press offers excellent discounts on this book when ordered in quantity for bulk purchases
or special sales. For more information, please contact U.S. Corporate and Government Sales,
1-800-382-3419, corpsales@pearsontechgroup.com. For sales outside the U.S., please contact
International Sales at international@pearsoned.com.

Company and product names mentioned herein are the trademarks or registered trademarks
of their respective owners.

All rights reserved. No part of this book may be reproduced, in any form or by any means,
without permission in writing from the publisher.

Printed in the United States of America
First Printing June 2013

ISBN-10: 0-13-336723-1
ISBN-13: 978-0-13-336723-2

Pearson Education LTD.

Pearson Education Australia PTY, Limited.
Pearson Education Singapore, Pte. Ltd.
Pearson Education Asia, Ltd.

Pearson Education Canada, Ltd.

Pearson Educacién de Mexico, S.A. de C.V.
Pearson Education—Japan

Pearson Education Malaysia, Pte. Ltd.

Library of Congress Control Number: 2013935802



To my parents, Karl and Barbara Munson



This page intentionally left blank



Chapter 1
Case 1

Case 2

Chapter 2
Case 3

Case 4

Case 5

Case 6

Contents

Preface . ... xiii

Comprehensive Coverage of Supply Chain Issues. . . .1
The Salvation Army in Dallas: The Supply Chain
Challenges of a Non-Profit Organization . ............. 3

Arunachalam Narayanan, University of Houston

Perdue Farms: A Vertically Integrated Supply Chain . . .25

Ling Li, Old Dominion University

Supply Chain Risk Management................. 37

Improving Stanford Blood Center’s Platelet

SupplyChain .............. ..o i 39
Yenho Thomas Chung, LG CNS Entrue Consulting Partners
Feryal Erhun, Stanford University
Tim Kraft, University of Virginia

Financial and Operational Risk Management

at Molson Coors. .. ..o 50
Dennis Kira, Concordia University
Ahmet Satir, Concordia University

Dia Bandaly, Concordia University

Toyota China: Matching Supply with Demand . ....... 68
Xiaoying Liang, City University of Hong Kong
Lijun Ma, Shenzhen University
Houmin Yan, City University of Hong Kong

Cisco Systems, Inc.: Supply Chain Risk Management. . .80
Maria Jesiis Sdenz, MIT-Zaragoza International Logistics
Program

Elena Revilla, IE Business School



viii THE SupPPLY CHAIN MANAGEMENT CASEBOOK

Case 7

Chapter 3
Case 8

Case 9

Case 10

Case 11

Case 12

Case 13

Case 14

BESSI: The Importance of Coordinating Product
Development with Supply Chain Planning in
the Fashion Goods Industry ....................... 96
Maria Caridi, Politecnico di Milano
Margherita Pero, Politecnico di Milano

Antonella Moretto, Politechnico di Milano

Supply Chain Analytics ...............ooiiut. 109
Queuing at eCycle Services. ...................... 111
Janice Eliasson, University of Calgary

Brent Snider, University of Calgary

Multi-Echelon Inventory Decisions at Jefferson

Amit Eynan, University of Richmond

Global Pharma: Managing Uncertainty ............. 119
Sourabh Bhattacharya, Institute of Management Technology
Surajit Ghosh Dastidar, Institute of Management Technology

Supplier Selection at Kerneos, Inc. ................ 124
Ling Li, Old Dominion University
Erika Marsillac, Old Dominion University
Ted Kosiek, Kerneos, Inc.

The Interface between Demand Management and
Production Strategies at TractParts ................ 130
Abhishek Shinde, Indian Institute of Management

Dileep More, Indian Institute of Management

Analyzing Distribution Network Options at
Remingtin Medical Devices ...................... 134
Yusen Xia, Georgia State University

Walter L. Wallace, Georgia State University

NunaSacha: A Facility Redesign in the Ecuadorian
Andes ... 140

Verdnica Leén B., Universidad San Francisco de Quito
Daniel Merchdn D., Universidad San Francisco de Quito
Ximena Cdrdova V., Universidad San Francisco de Quito
Carla Tejada L., Universidad San Francisco de Quito

Giuseppe Marzano, Universidad San Francisco de Quito



Case 15

Chapter 4
Case 16

Case 17

Case 18

Case 19

Case 20

Case 21

Chapter 5
Case 22

CONTENTS ix

Sherman’s Supply Chain Challenge: Stopping the
Retailer from Overcharging for Soda . .............. 156
Chuck Munson, Washington State University

ShortbutSweet .............iiiiiiiinn.. 161
Ethical Product Sourcing in the Starbucks Coffee
Supply Chain . ............ .o o i 163

Dustin Smith, Washington State University
Tmall, The Sky Cat: A Rocky Road Toward Bringing
Buyers and Suppliers Together. . .................. 171
Jianli Hu, Woodbury University
Olivia Congbo Mao, Alibaba Group

Make to Demand with 3-D Printing: The Next Big

Tom McNamara, ESC-Rennes

Erika Marsillac, Old Dominion University

Airbus’ Overstretched Supply Chain: Just How Far Can

Erika Marsillac, Old Dominion University
Tom McNamara, ESC-Rennes

How to Keep Your Food Supply Chain Fresh ... ... .. 188
Tom McNamara, ESC-Rennes

Erika Marsillac, Old Dominion University

The End of Lean?: Automobile Manufacturers Are
Rethinking Some Supply Chain Basics.............. 192
Erika Marsillac, Old Dominion University
Tom McNamara, ESC-Rennes

Unique Challenges from Around the Globe. .. .. .. 197

A Brazilian Dairy Cooperative: Transaction Cost
Approachina Supply Chain . ..................... 199
Fernanda Pacheco Dohms, Pontifical Catholic University of
Rio Grande do Sul
Sergio Luiz Lessa de Gusmdo, Pontifical Catholic University
of Rio Grande do Sul



X THE SupPPLY CHAIN MANAGEMENT CASEBOOK

Case 23

Case 24

Case 25

Case 26

Case 27

Case 28

Case 29

Case 30

Continuous Process Reforms to Achieve a
Hybrid Supply Chain Strategy: Focusing on the
Organizationin Ricoh . ................... ... . ... 210

Mikihisa Nakano, Kyoto Sangyo University

Improving Preparedness in Supply Chain Risk
Management at Jacket................... ... L 220
Jury Gualandris, Universita degli studi di Bergamo
Matteo Kalchschmidt, Universita degli studi di Bergamo

Supply Chain Strategy at Zophin Pharma. ........... 229

Arqum Mateen, Indian Institute of Management

Waste to Wealth—A Distant Dream?: Challenges in the
Waste Disposal Supply Chain in Bangalore, India. . . . . 233

M. Ramasubramaniam, Loyola Institute for Business
Administration

P. Chandiran, Loyola Institute for Business Administration

Transitioning the Supply Network of Chennai
Engineering Ltd to Cloud Computing . ............. 241

N. Chandrasekaran, Take Solutions, Ltd. & Loyola Institute
for Business Administration

Tussle between Maintaining Customer Satisfaction and
Supply Chain Constraints: IGNYS Automotive . . .. ... 254
Satish Kumar, Indian Institute of Management

Dileep More, Indian Institute of Management

When a Western 3PL Meets an Asian 3PL, Something
Magical Happens . . ............. ... ..., 267

Shong-Iee Ivan Su, Soochow University

Supply Chain Risk Management for Macro Risks . . . .. 274
Matthias Klumpp, FOM University of Applied Sciences
Hella Abidi, FOM University of Applied Sciences



Acknowledgments

I wish to thank Barry Render, Consulting Editor at FT Press, for
encouraging me to tackle this project. Barry has been a mentor for me
for longer than he realizes, and I greatly admire his lifetime of work
helping to bring the fields of operations management and manage-
ment science to the masses. I am also very grateful for my Executive
Editor on this project, Jeanne Glasser Levine, for providing excellent
guidance and suggestions while leaving me free to try to shape the
contents of the book into my own vision. A huge thank you, of course,
goes out to the 49 other contributors of the enclosed cases, without
whom this book would not have been possible. It has been a true joy
to meet (electronically) and work with so many wonderful scholars
from around the world who all have been very responsive to my nag-
ging requests. They are excited to share their work and insights with
you, the reader. Finally, on a personal note, I am deeply indebted
to my wife, Kim, for all of her encouragement and patience during
this lengthy process that included many late nights. And I dedicate
this book to my late parents, Karl and Barbara Munson. They always
wanted to see me do something like this but didn’t quite get to see the
finished product in time. Anything positive that I've accomplished in
life is due to them.



About the Author

Chuck Munson is a tenured Full Professor of Operations Man-
agement at Washington State University. His Ph.D. and MSBA in
operations management, as well as his BSBA summa cum laude in
finance, are from Washington University in St. Louis. He also worked
for three years as a financial analyst for Contel Telephone Corpora-
tion. For two years, he served as Associate Dean for Graduate Pro-
grams in Business at Washington State.

Munson serves as a senior editor for Production and Operations
Management, and he serves on the editorial review board of four other
journals. He has published more than 20 articles in multiple journals,
including Production and Operations Management, Decision Sci-
ences, Naval Research Logistics, IIE Transactions, European ]oumal
of Operational Research, Journal of the Operational Research Soci-
ety, Annals of Operations Research, European Journal of Information
Systems, Interfaces, Business Horizons, and International Journal of
Procurement Management. His major awards include being a Found-
ing Board Member of the Washington State University President’s
Teaching Academy (2004); winning the WSU College of Business
Outstanding Service Award (2009 and 2013), Research Award (2004),
and Teaching Award (2001); and being named the WSU MBA Profes-
sor of the Year (2000 and 2008).



Preface

Objectives of the Book

Over the past three decades, supply chain management has
become firmly entrenched as a vital area of emphasis for companies.
Many companies have risen to the top of their respective industries
by forging effective supply chain management techniques into stra-
tegic weapons. In short, supply chain management means effectively
handling the relationships between one’s suppliers and buyers. But
in practice, the field covers a wide range of issues, including supplier
selection, purchasing, risk management, logistics, distribution, pric-
ing, demand and supply management, and channel coordination.

Case studies remain a popular and effective means to study and
analyze real business decisions. This book has been designed to pro-
vide a variety of interesting supply chain challenges. Taken as a whole,
the 30 cases in the book touch on many of the important supply chain
issues facing modern organizations. Individually, each case provides
one or more self-contained challenges for management, leaving room
for the reader to ponder the next best steps. Most of the cases are pri-
marily qualitative in nature, while more than one-third of them have
been specifically designed for quantitative analysis.

One of the most attractive features of the book is the truly global
team of contributors. Twenty of our cases are written by authors cur-
rently residing outside the United States, including the countries
and territories of Brazil, Canada, China, Ecuador, France, Germany,
Hong Kong, India, Italy, Japan, South Korea, Spain, and Taiwan. Not
only are many supply chains global in the first place, but by reading
through these cases we see that managers around the world face many
of the same challenges as everyone else.

This book has been designed to appeal to upper-division under-
graduate or MBA-level courses in supply chain management or oper-
ations management. University instructors who adopt the book will
have access to an accompanying set of electronic teaching notes for
the cases, including suggested solutions for the quantitative elements.
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We also expect that supply chain managers and business profession-
als in general will find the book to be of interest. The cases are full
of ideas for addressing sticky supply chain issues. And it always helps
to consider how to address challenges before being faced with them.

Although some are lengthy, many of the cases in this book are
intentionally designed to be relatively short and focused, allowing
the reader to delve directly into the issues at hand. This format also
facilities a wide menu of choices for instructors to assign combina-
tions of short and long cases that suit their needs. All the cases have
been written as a basis for class discussion rather than to necessarily
imply either effective or ineffective handling of an administrative situ-
ation—that is for the reader to determine.

Organization of the Book

I have divided the 30 cases among five chapters. Many of the
cases could fit well in more than one chapter, but I hope that this
arrangement helps readers quickly locate cases that are most appeal-
ing to them. In addition, I have provided a table at the end of this
preface that identifies key characteristics of the cases so that readers
can search for cases under various topics.

Chapter 1, “Comprehensive Coverage of Supply Chain Issues,”
gets the book going with two cases that cover a multitude of sup-
ply chain issues. We start things off with the unique challenges of
the Salvation Army in Dallas, Texas. This case provides a thorough
understanding of the operations in this humanitarian supply chain.
To support its charitable activities, the nonprofit organization accepts
donations and sells them back to the public via thrift stores. The
unusual supply process is fascinating. Case 2 provides an in-depth
picture of numerous activities of one of the world’s leading food com-
panies, Perdue Farms.

Although every supply chain issue involves an inherent form of
risk, the cases in Chapter 2, “Supply Chain Risk Management,” intro-
duce some very serious risk management challenges. Case 3 describes
the unusual problem of collecting blood platelets from donors and
then getting them to the hospitals and (hopefully) into patients before
they expire less than one week later. The authors provide a large data
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set of nearly 6,000 transactions that instructors can access via the elec-
tronic teaching notes. Case 4 provides a comprehensive picture of
several risk management issues at Molson Coors. The case has numer-
ous qualitative and quantitative elements to consider. Cases 5, 6, and
7 touch on a variety of risk management issues, with an emphasis on
trying to match supply with demand at Toyota China, Cisco Systems,
and the Italian fashion goods industry, respectively.

Chapter 3, “Supply Chain Analytics,” contains the cases with a sig-
nificant quantitative element. Case 8 applies queuing theory to address
the problem of an electronic waste recycler being charged by the city
for trucks that wait at its facility. Case 9 addresses an important issue
that many of our textbooks avoid—how to alter inventory decisions in
a multi-echelon (warehousing) environment. Case 10 addresses the
optimal level of postponement under conditions of uncertain supply
and demand. Case 11 applies the factor-rating method to a supplier
selection problem. Case 12 provides an aggregate planning analysis.
Case 13 applies cost analysis to help choose among three distribution
scenarios. Casel4 addresses a facility layout/redesign problem for a
nonprofit organization in Ecuador. Finally, Case 15 explores the issue
of double marginalization and how to implement effective channel
pricing that will benefit all firms in the supply chain.

Chapter 4, “Short but Sweet,” contains focused cases that cover
several important issues. Case 16 provides a fascinating description
of an ethical issue that more and more companies face—do they pur-
chase in a situation where they know some unfair or difficult working
conditions are occurring, even though the price is cheaper? Case 17
describes the ups and downs of an Internet supply chain exchange in
the booming economy of China. Cases 18-21 can be thought of as a
set. These concise gems can be read in the classroom, and each can
lead to some great class discussions. Star Trek fans will appreciate
Casel8, as advancements in 3D printing may someday permanently
change the way we approach inventory management. Case 19 focuses
on Airbus and the inherent risks involved in creating a super-lean
supply chain. Case 20 explores perishable inventory in the grocery
industry. With similarities to Case 19 and with reference to recent
disasters, Case 21 questions the once “sacrosanct” philosophy from
the auto industry that any lean initiative is better—always.
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We end the book with a little world tour in Chapter 5, “Unique
Challenges from Around the Globe.” Case 22 describes the workings
of a cooperative of (primarily) small dairy producers in Brazil. Case 23
takes us to Ricoh in Japan with a focus on the importance of establish-
ing and maintaining appropriate management processes for effective
supply chain strategy implementation. Case 24 examines the supply
chain risk management challenges at a mid-sized Italian manufac-
turer whose supply chain manager gathers ideas from the experiences
of four other companies. Cases 25-28 are centered in India, focusing
on supply chain strategy, city waste disposal challenges, attempts to
convert suppliers to a cloud computing platform, and challenges in
the spare parts supply chain of an auto industry manufacturer, respec-
tively. Case 29 introduces us to the issue of expanding third-party
logistics globally and the advantages that can accrue from forming a
partnership with a foreign third-party logistics provider. Case 30 con-
cludes the book with a description of the effects on a multinational
logistics network after a roof collapses at a plant near Rome. The case
also provides a theoretical framework with which to approach the
general problem of dealing with such “macro risks.”



Key Characteristics of the Cases

PREFACE Xvii

Ethical and Supplier
Supply Environ- Manage-
Case Country/ Chain  mental Logistics ment Quantitative
Number Region Risk Issues Issues Issues Methods
1 USA X X X
2 USA X
3 USA X X X X Lead Time
4 Canada X X X Hedging
5 China X X Inventory
6 Japan X X X
7 Ttaly X X X
8 Canada X X Queuing
9 USA X X Inventory
10 India X X Inventory
11 USA X Factor Rating
12 India Aggreg Planning
13 USA X Cost Analysis
14 Ecuador X X Layout
15 USA Pricing
16 USA X X
17 China X X
18 Ubiquitous X X
19 Europe X X
20 Ubiquitous X X X X
21 Ubiquitous X X
22 Brazil X X X X
23 Japan X X
24 Ttaly X X
25 India
26 India X X
27 India X
28 India X X X
29 USA/ X
Taiwan
30 Europe X X
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