Supply Chain Management

Continuous Replenishment System - Wal-Mart 
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Introduction of the Information System and what it does

Supply chain management integrates the supplier, distributor, and customer logistics requirements into one cohesive process. The supply chain is a collection of physical entities such as manufacturing plants, distribution centers, conveyances, retail outlets, people, and information, which are linked through consumption. Supply chain management has been recognized as an important business element due to the fact that decreased time, as well as cost to the customer, will greatly contribute to their competitiveness within their perspective industry.

Supply chain management reduces product costs through the elimination of unnecessary steps and adds value to the customer service function by more closely managing the coordination among logistics providers and customers. It is primarily concerned with managing the company's integration with transportation and information providers as it defines and drives the requirements for both. 

The ultimate purpose of supply chain management is to increase customer value while maintaining competitive prices. It is mostly concentrated on material and product sourcing, vendor evaluation, and purchasing. 

Wal-Mart is an example of supply chain management at its finest. By keeping prices low and their shelves well stocked, Wal-Mart has become the leading retail business in the United States. One of many reasons Wal-Mart is able to offer such low prices and maintain a constant level of inventory is through a legendary inventory replenishment system triggered by point-of-sale purchases that is the best in the industry. 

The figure illustrates Wal-Marts supply chain:
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The "continuous replenishment system" sends orders for new merchandise directly to suppliers as soon as consumers pay for their purchases at the cashregister. Point-of-sale terminals record the bar code of each item passing the checkout counter and send a purchase transaction directly to a central computer at Wal-Mart headquarters. This computer collects the orders from all Wal-Mart stores and places orders with their suppliers to replenish the sold products. Suppliers can also access Wal-Mart's sales and inventory data using Web technology. 

Because the system can replenish inventory with lightning speed, Wal-Mart does not need to spend much money on maintaining large inventories of goods in its own warehouse. The system also allows Wal-Mart to adjust purchases of store items to meet customer demands.

The continuous updating of data shared between suppliers and customers such that replenishment, as managed by the supplier, may occur daily or even less. A successful continuous replenishment system requires accurate product demand forecasting and an information system that includes up-to-date warehouse withdrawal data, shipping data, and point-of-sale data, so that the inventory and distribution process can be managed with pinpoint control.

What makes an Information System Strategic?

Strategic Information Systems change the goals, operations, products, services or environmental relationships of organizations to help them gain an edge over competitors.

Strategic Information Systems can be used at all levels of the organization and are more far-reaching and deep-rooted than other kinds of systems (like strategic-level systems for senior managers).

Today information systems can so dramatically boost a firm’s productivity and efficiency that businesses view information as a weapon against competition and a strategic resource. 

How is this Information System Strategic?

The replenishment system is strategic for Wal-Mart in different parts of the organization, both in services, environmental relationships and operations.

At a business level:

At the business level of strategy, information system is used to help the firm become a low-cost producer. The system also helps them differentiate products and serve new markets.

Low-cost:

The system can replenish inventory with lightning speed. Because of the system Wal-Mart does not need to spend much money on maintaining large inventories of goods in its own warehouses. Therefore Wal-Mart spends a lot less money to pay for overhead than their competitors. Overhead is expenses for salaries, warehousing, advertising and building upkeep. 

Differentiate new products:

The system also allows the store to adjust to the customers demands. The system orders a lot of the product when customers buy much of the item, and doesn’t order the product when none wants to buy it.

Serve new markets:

Using this information system, Wal-Mart can offer their customers to access Wal-Mart’s sales and inventory data using the World Wide Web. 

At the firm level:

Information systems can be used to achieve new efficiencies or to enhance services by tying together the operations of disparate business units so that they can function as a whole or promote the sharing of knowledge across business units. The replenishment system in Wal-Mart registers sales at terminals all over the USA. The bar codes of each item is next sent to a central computer at the headquarters. This computer collects orders from all Wal-Mart stores and then transmits them to suppliers.

Environmental relationships:

The system offer employees and employers an efficient way of organising the store. That means that by using the system they get available time, which they can spend on other things they need to do. 

Where does the Information System add value for those that are implementing it?

The replenishment system sends orders for new merchandise directly to the suppliers. That means that the employees do not need spend time filling out orders and send them to the suppliers, because the system fixes this itself. The employees get time free to use on other important issues and more time spent with customers.

This can mean a lot for employees. They can feel that their workload is less heavy and therefore feel more satisfies with their workplace.

Value Chain
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The major point is that all of these activities have to be in sync in order for the value chain to operate effectively.

The support activities is not bound to any of the primary activities, but is supposed to serve them,

The first step in analyze of intern resources is to identify how the company’s different activities makes the foundation for its competition strategy.

Support activities

· Firm infrastructure: This includes systems for planning, finance, quality assurance etc. Also structure and routines to maintain the culture of the organization are included here.

· Human recourse management: Includes among other things recruiting, training, and evolving reward-systems.  

· Technology development: Is of course important when it comes to the actual product, but it is also important in the process of making the finished product and the resources which is central in this work.

· Procurement: Includes all activities that provide for all the necessary raw material to be available for the firm activities.

Primary activities

· Inbound logistics: This includes receive of goods, stocking, transport and distribution. Control of the merchandise is a central part in this matter

· Operations: includes all the activities that make the product or service. From basic to finished product. This also includes the manufacturing process, testing and rapping etc.

· Outbound logistic:  include stocking and distribution of the finished product

· Marketing and sales: This includes commercial and sales. The customer gets to notice the product during announcement and marketing campaigns. The product is then available for the customer. The sales-administration handles this kind of work.

· Service includes all activity, which obtains the value of the product or service. For example: installation and repairment etc 

Value Chain Analysis: Wal-Mart

Infrastructure:

There are 2485 Wal-Mart stores all over the world. This includes 682 Supercentres, 457 Sam’s Clubs, 5 Wal-Mart Neighbourhood Markets and 1007 units of Wal-Mart International. Wal-Mart serves over 100 million customers weekly worldwide. There are 1035000 associates, and the company is America’s largest private employer. 

Wal-Mart is run from a national headquarter. The headquarter takes care of orders, and every local store has to report to the headquarter. The local store is responsible for satisfying the local customer.

Every associate is challenged to reduce the cost of doing business, ranging from reduced paper use to making suggestions that can save millions of dollars. This challenge is met every day because associates understand that the savings they create are passed to the customer in low prices.

Human resources:

Almost 60% of all managers in Wal-Mart stores started as hourly associates. This indicates that Wal-Mart gives employees the opportunity for career advancement. The employees are encouraged to communicate openly, offer new ideas, take risks, strive for excellence and have fun. Wal-Mart has been ranked as one of America’s 100 best companies to work for in recent surveys.

Employees are getting competitive wages and comprehensive benefits. These benefits include both full-time and part-time people. Some of these benefits are; profit sharing, stock purchase program, medical coverage, vacation, holiday pay, leave of absence, private counselling, scholarship program and dental coverage.

When recruiting new associates the company begins a comprehensive recruitment program in the community where the store is to identify candidates. Recruitment programs are well publicised and convenient, providing an opportunity for job applicants and the company to start getting acquainted. 

When new employees start at Wal-Mart they are presented to the two basic rules of Wal-Mart. These are: 

Rule 1: The customer is always right

Rule 2: If the customer happens to be wrong, refer rule 1.

Technology:

Wal-Mart uses computer-based technology. As a product’s bar code is swiped at the checkout aisle, information is instantaneously sent to Wal-Mart’s data warehouse. The data warehouse projects when the item needs to be replenished and then places the order directly to the vendor or to a Wal-Mart Distribution Center. This “just-in-time” inventory management reduces overhead associated boxes of unneeded merchandise sitting in warehouses and stock rooms. 

Ordering:

The national headquarter apply goods for all Wal-Mart stores. The bar codes of each item is sent to a central computer at the headquarters. This computer collects orders from all Wal-Mart stores and then transmits them to suppliers. Wal-Mart works together with suppliers to identify ways to reduce costs and still realize a reasonable profit. As a result of this teamwork, packaging is reduced and distribution systems are streamlined to lower the total cost of the product.

Marketing:

The majority of sales in the stores account for nationally advertised merchandise. The company both sells their own brands and licensed brands. Wal-Mart is committed to purchasing products from local and regional vendors, instead of buying it cheaper from elsewhere. 

The Wal-Mart Innovation Network encourages new products and ideas. It offers inexperienced inventors and entrepreneurs the advice of professionals to determine the commercial potential of products that are still in development stage, or have a sales history of less than six months. The process also helps identify the risks involved with bringing the product to market. The program offers referrals to government or university economic development organizations that may assist with further development, production and marketing of new products.

Service:

Opening hours at Wal-Mart generally range from 7.00 a.m. to 11.00 p.m. six days a week, and from 10.00 a.m. to 8.00 p.m. on Sunday. All Wal-Mart stores maintain uniform prices, except where lower prices are necessary to meet local competition. Sales are primarily on a self-service, cash-and-carry basis with the objective of maximizing sales volume and inventory turnover while minimizing expenses. Bank credit card programs, operates without recourse to the Company, is available in all stores.

The replenishment system also helps the store adjust to customers demands. The stores are organised the same way all over the world, so the customers will recognise the stores wherever they go.

Operations:

Recycling is a high priority at Wal-Mart. Wal-Mart has recycling programs for cardboard, plastics, aluminium cans, car batteries and paper products. They also work to reduce waste by encouraging vendors to reduce packaging.

Wal-Mart stores have advanced energy management systems to regulate and reduce energy use.

They also strive to provide a safe shopping experience for our customers and a safe work place for our associates.

Logistics:

The company uses the retail last-in, first-out (LIFO) method for the Wal-Mart stores segment. They use the cost LIFO for the Sam’s Club segment and another cost method for the international segment. 

During the 1999 fiscal year, approximately 84% of the Wal-Mart discount stores’ and Supercenters’ purchases were shipped from Wal-Mart’s 43 distribution centers, nine of which are grocery distribution centers and two of which are import distribution centers. The balance of merchandise purchased was shipped directly to the stores from suppliers. 

The international segment operates export consolidation facilities in Jacksonville, Seattle and Laredo in support of product flow to its Mexican, Asian and Latin American markets. In addition, distribution facilities are located Argentina, Brazil, Canada, China and Mexico, which process and flow both imported and domestic product to the operating units. Operationally, the principle focus is on crossdocking product, while maintaining stored inventory is minimized.
References:

1. Professor Joe Komar

2. www.wal-mart.com
3. The management of business logistics

4. Operation Management – focusing on quality and competitiveness

5. Innføring i strategi

6. Wal-Mart associative

7. Management Information Systems

Firm infrastructure





Human recourse management





Technology development





Procurement





Inbound


Logistics





Operations





Outbound


Logistics





Marketing and sales





Service





M a r g i n





Support activities





Primary


Activities





� EMBED MS_ClipArt_Gallery.5  ���








1
10

_1015679362

