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Market Driven M anagement
and Global Supply Chainr
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Monica Faraoni”, Lorenzo Petrettd

1. Global Markets and Supply Chain

The market globalization and the conditions of estgpply, together with
demand uncertainty and instability, have pushed pzones to face new
competitive challenges and major changes in the luaginess are managed.
For example, companies now operate and compet®lralgmarkets (Brondoni,
2008), supply chains articulate with an increastegree of interdependence
among the different production realities (Pepe, 720@nd the degree of
interaction between the firm and its various stakedrs, with whom it creates a
network of relationships, is always higher (Arrig®09). Also, the possession of
both managerial and social skills, the competistreicture of alliances, and the
time-based management become essential vehiclescloeving competitive
advantages and maintaining superior positions agaiompetitors (Vallini and
Simoni, 2009).

In such a competitive space, the development facbenterprises themselves
obviously change; firms can no longer rely exclabivon the ownership of
specific resources, knowledge and skills, rathexytmeed to rely on new
competitive behaviours, on the development of gitanges with all those
belonging to the sector, on the dissemination o&gpropriate corporate culture
and on the search for consensus and legitimacy gebtive, social and
institutional) within its market place. In additiaa this, today, while the barriers
to global movements have been removed, the soofaglsbal competition have
increased. Alongside technological advancementpaaduction efficiency allow
most companies to produce more and at lower colesresult is an over-supply
in almost every industry, resulting in a compeétpressure stronger than ever.
In the outlined context, a new approach in managfegsupply chains and the
consequent optimization of material flows and igihle assets plays a crucial
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role for improving long-term performances of botidividuals belonging to the

chain and the entire supply chain. Since long, @mgs have been increasingly
seeing themselves as a part of a supply chaincithapetes with other chains
rather than as individual firms competing with eaxther (Christopher 1998).

Integration within the single company is no longafficient. Companies are part
of a systematic network of companies with intetierlanodes to other companies,
and where the involvement of all the upstream amgndtream players in those
processes and activities that produce value, as. vit

An efficient management of the network allows natyato contain costs but

also to reduce the time-to-market for launching maeducts, to increase the
ability to collaborate with value-chain partnerglamore important, the ability to
generate greater value for the customers. Thisevial@achieved if the quality of
relations between operators in the industry in seahcontinuous collaboration,
transparency and mutual trust, allows the purdusinooptimization of the overall
supply chain. This is made possible due to:

- A coordinated fulfillment of the various playersavare part of the chain;

- The adoption of available new management technigndshew tools and
technical information (first result of globalizatigprocesses);

- The adoption of a logical system in the implemeatatof integrated
strategic actions such as: the choice of asset:;agement and
development of suppliers, operational and saleangtg and strategic
inventory planning.

These factors enable firms to operate in environsneharacterized by the
globalization of both supply and target markets well as distribution channels
(Brondoni, 2008).

These requirements are also crucial as we apprdlehdesigning and
management of global supply chains, that by opsgatithout any geographic
boundaries, show a high degree of complexity inagamg relations among the
companies involved in the exchange of product flogesvices and information
(Mentzer, 2001) often belonging to and/or operaiimgery different markets.
Traditional models of planning and management ppsunetworks have as their
purpose the achievement of effectiveness and efioyi performances, that find in
the stable operating conditions the element thatesgossible the continuous
improvement of performance. They are, thereforedeit® that are unable to
provide adequate performances in environments lwgh variability, due to their
low ability to adapt quickly to changes, let aloranticipate them.
Therefore, when we face global markets, it alsolofed a shift in the
understanding of the provision that the supply rhes to offer as a function of
the different directions of the company. A markegtoriented company for
example, focuses its attention on the customesugtr product differentiation
and tries to cope with different tastes and prefege of customers and exploit
market opportunities. In these cases it is involweainly its role and strategic
marketing for which the supply chain is configutegrovide flexibility to reduce
costs for differentiation and rapid response.

The situation is different for market-driven firm3hey involve in their
competitive approach all the stakeholders and ptayethe industry (Hills and
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Sarin, 2003). The configuration of the supply cHa@&tomes complex and able to
respond not only to the imperatives of optimizatenmd efficiency but also to
easily reorganize itself in order to react switttychanges in supply, and reshape
existing markets or create new ones, or to intreddiscontinuities in how to
create value (Kumar, Scheer and Kotler, 2002). ideze, in the knowledge that
the competitiveness does not depend solely ontguafliproducts and services,
but also and especially on how the company workkteow it is able to define
operational models for change, high predictive poaved monitoring of markets
will be required, together with a significant proggy to adopt new technologies
shared across the network, and organizationaksailinetwork designing and/or
re-designing (Narver, Slater and MacLachlan, 2004).
The new global supply chain approach adopted byketalriven firms is
based, therefore, on the combination of three alsne
1. Ability to understand the market and speed to fyatigthe winners of the
industry will be those who have the skill to reachstomers by
understanding their needs and the changing natuheio needs);
2. Agility and adaptability to external circumstancesile maintaining
optimal cost and service structure;
3. Reliability, obtained by minimizing waste and rephgctime in all phases.

The purpose of this work is precisely to identifie thew designing drivers for
the configuration of supply chains for market-dnvfiems operating in the global
context. The configuration that in our view appearde adequate to the above-
mentioned needs assumes the characteristics gfeadfydemand driven supply
network or of a supply network whose dynamics argeérfect sync with the
market demand and which are able to easily recordighemselves to exploit
opportunities generated by the instability andtémeporary nature of demand.

2. Supply Chainsin Global Companies: the Global Sourcing

The birth and development of global markets hadoitgmt consequences on
competitive and business growth strategies. Ind#esl,global organization of
procurement activities, processing and/or productioarketing and distribution
of goods requires the adoption of strategic moveth & high degree of
interdependence across countries and more tharbaged on the exploitation of
competitive advantages at a supranational levehcelethe need to create a
worldwide organizational structure in which the ientproduction chain is
articulated on a global scale. With regard to sogrcstrategies, market
globalization on the one hand forced companiesst® a much longer supply
chain, which includes all the possible suppliemuad the world, and on the other
gave to firms the opportunity to choose their sigupl globally. Furthermore,
while in the past companies chose to source intiemelly for cost savings or for
the lack of the products they needed at a local|ewowadays companies obtain
their supplies around the world to try to creatmmpetitive advantage due to the
higher quality and new technologies offered byabgl supply.
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In regard to this, it is important to distinguisétiveen international and global
supply. The international supply is related to camps that indirectly rely on
foreign supplies (through brokers) or directly Bcessity, as in the case where
materials or components are not available locallywhen the available materials
from local suppliers are inadequate to meet conssidemand. The global
sourcing instead is characterized by the existerice complete integration of
organizational systems and information, in ordemeximize the added value on
goods and get the advantages given by the produatid designing ability of the
best available suppliers around the world (Moncahka Trent 1991a, 1991Db).

In this new management model a different commitnesbught to all players
belonging to the supply chains both in the typesestices offered, that must be
more and more qualified, and in the ability to assuncreasingly wide risk and
investment shares. The competitive focus shiftsmfrthe simple supply
relationship to the partnership and copartnershipray all the stakeholders in the
chain. Only by establishing and maintaining pahgrs between customer and
supplier, in fact, the firm is able to meet modeetively the demand and achieve
those goals of quality and low costs of suppliekteel to the continuous
reduction of costs, streamline processes and thenakion of waste. Added to
this is also an optimization of time and therebgeduction of the lead time for
production and delivery, elements increasingly meeetb cope with a market
characterized by over-supply and high variabiltylemand.

Direct consequence the above-said statement isthieaglobal sourcing is
rapidly becoming a prerequisite for market-driveam$ that operate in current
markets. This is a new strategic orientation offtira, under which the supplies
become opportunities to purchase in a heterogeneowsonment and an
efficient way to implement strategies about focgsan differentiating, that are the
main sources of those previously mentioned conpetiddvantages (Keegan
1983, Monczka and Trent, 1991).

Today, global delivery strategies represent a pgnaastrategy (Tamer, Yaprak
and Yeoh, 1993) through which companies can impriedr skills and their
processes by increasing the quality of componengerials and semi-finished
products exchanged, optimizing shipping and reduthe lead time for delivery.
The other benefits that encourage companies tolsugpbally can be: the
availability of raw materials, short product deyaizent times, the improvement
of corporate image, the achievement of better dglivonditions and lastly, the
improvement of competitiveness at in internatidaseél.

As to make the global supply strategies work edfitily, they must be carefully
designed, assessed, integrated with other busihesgions, and they must
receive the full support of management. They tlweeefrequire substantial,
financial, and managerial resources that are @&#ected in the choice regarding
the configuration of supply, namely the choice lestw a centralized or
decentralized approach. Finally, to become effectithe strategy of global
sourcing requires integration into the formal umaleng. The system of global
supply must be coordinated both vertically with theerall corporate policy and
horizontally with all business functions (in paui@r, purchasing and production),
thus establishing a global network able to tramsftine supply strategy from a
simple execution of supply tasks to a series ofdinated activities for managing
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the entire supply chain. Thus, it will be needededesign the value chain to meet
the diverse demands of its customers, by separdtieg various business
activities, each with its own suppliers. The comparust then connect all these
activities to generate a new business model thahains the simple form of
incoming supplies to get to an integrated managersgncture of production
networks.

The creation of such global networks of productanmd supply permits to
obtain collaborative benefits that allow each partrio obtain a shared
competitive advantage. Indeed, without a collahonatbetween business
partners, the benefit would be limited to cost editun, which does not happen in
the case of cooperation of all partners, wherepibgsibility of obtaining better
performance time and quality is easier.

Against this, however, some problems of implemémtamust be mentioned
(linked, for example to cultural differences and thties imposed by
governments) that can clearly affect, and not adgnplicate, the conduct of a
global supply. Supplying in foreign countries fdretenterprise also involves
careful consideration of political and economiksiselated to each country that
may have different effects depending on the expedeof managers on global
supply, that allows to manage new challenges maymptly and then with better
results. Another problem that arises in implementinglobal supply company
strategy is the company size. However, even if ghssategies are at best
preserved for large enterprises, opportunitiesSldEs to source globally due to
forms of strategic alliances such as joint ventsiresuld not be excluded.

As the global sourcing is rapidly entering the bass strategies of companies,
the cost of logistics involved in global supply chappears to be increasingly
crucial. The costs of global sourcing not only efff¢the growth of inventory
financing, transportation and administration, budymnclude loss of product
guality, increased difficulty in contact with seaksuppliers and increasing lead
times. Thus, if the company implements a flexiblanofacturing system (lean
production), it is forced to tolerate higher costgen supplying globally, because
operating in a just-in-time production system aralntaining close contacts with
far factories and suppliers appears to be very tamploreover, the adoption of
a strategy of global sourcing can generate cosenvihe delivery lead time is
lengthened. These costs take the form of increagpénditures relating to the
dispersion of the value chain, namely the relatignbetween the supply business
and other activities, also called ‘relational fastqBartlett and Ghoshal 1990).
The flows of goods and information across the spgphin are often subject to
disruption because of the distance between theephaithe chain and of the
integration modalities among them. For example,diséance not only increases
the shipment time, but can also cause long delagstd unforeseen weather
conditions or strikes, linguistic and cultural éifénces, and so on. In this
complex system, an interruption of even one elenaérthe chain can lead to
changes and adjustments in all other parts ofyisem. If the distances are short,
and so are the lead times, and at the same timeothenunication is good, the
supply chain can react quickly. Conversely, if #ements of the chain are
separated by large distances and the lead time can@munication are not
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optimal, then the supply chain will be less reagtithus generating additional
costs in terms of accelerated shipments, unmet gig@ad inventory expenses.

With the adoption of global sourcing strategiesgréfiore, the process of
business sharing catches the attention. The produahd processing, movement
of materials and products, the administrative pdoces and bureaucracy, flow
into one integrated stream of information, partlyygical and partly virtual,
covering the entire lifecycle of the product, frais conception to its final
destination. However, as also previously mentioried, global markets are not
homogeneous and, for many product categories,dfiéyequire local variations.
For the firm it is needed to understand how tow#elio local markets the variety
they are seeking, while taking advantage of theefiisnof standardized global
production and understand how to manage the Imkka global chain, from the
supplying sources to the final user.

The need to better manage all these variables leatee search for suitable
designing drivers to follow and to be taken intocamt in designing and
implementing the model of global sourcing.

3. The Drivers of the Global Supply Chain Design

It is since the 70’s that there have been importantributions from academics
and managers on the analysis of how to best desigmanage supply networks.

The Supply Chain Management (also SCM) becomaeaseadiscipline of study,
however, from the mid 80's and the interest forgiadually increased as
companies have begun to reap the benefits of catperrelationships (Gattorna,
1998). The SCM is certainly an effective means doquiring a competitive
advantage internationally (Evans et al., 1996)thsa it has been defined as the
‘integration of business processes by final useiiginal suppliers that provides
products, services and information and adds valuéd consumer’ (Lambert et.
al., 1998). It is clear, in fact, that in cases kmhéhe company is focused on
individual goals rather than objectives and adasiintegrated with other firms of
the network, there will be situations of sub-opaation and loss of efficiency
(Cooper et al. 1997; Stevens 1989).

The need for an integrated supply comes mainly ftben need to respond
efficiently and effectively to uncertainty and \aility of the market demand.
Uncertainty is a key dimension of the analysis tgblains the efforts to find
appropriate designing drivers to identify networ&nfigurations that create
conditions of greater stability. Typically, the etts of uncertainty (in the supply
and demand processes) were considered to havegmaiact on the production
function (Wilding, 1998), but since 1993 some awmh(®avis, 1993) began to
hypothesize that the main problem of designing nagang , and controlling
complex supply networks was due to the fact thanewithin the network it was
difficult to find stable operating conditions to ethpoint to often create
inefficiencies and loss of value of the activitezsried out. The lack of adequate
answers to questions like: which product will ordey client? How many
products do | need in stock?, How long must | dagliand in what condition?
create the foundations of the state of uncertaiityis has led companies to
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design systems with appropriate buffer for meetimges, capacity-logistics,
inventories in order to prevent the possibilitypafor network performances in
relation to customer expectations. These buffersyelver, reduce the operating
performance and the ability to achieve competisigdgantage.

The uncertainties of the network can be groupeal timtee categories (Van der

Vorst, 2000):

1. High variability in demand or supply that createshjfems in network
planning, programming, and controlling (Fischeragt. 1997);

2. Non-optimal configuration of the current networkathreduces the
performance as in the case of a rigid structurecapacity of the
information system with delays, and so on;

3. Exogenous factors as changes in markets, produetfinologies,
competitors or government regulations.

In all these cases the task of management is tesigu the network to better
align the objectives to be pursued and reduce bititja There are many studies
in this regard that focus attention on key stragdor reconfiguration. In the
overall analysis of such works it is shown how #téention has focused on
several design drivers such as identifying a kihgash. In fact if we look at the
direction through which the SCM appears to haveedrithe process of planning
and coordinating we can distinguish different pesioFirstly the focus has been
the acquisition of competitive advantage througtst caeduction targets and
acquisition of greater efficiency of the network$ie assumption underlying this
objective is that the cost efficiencies enables tbduction in price which
increases the level of customer satisfaction. Hpproach consequence is the
creation of a network management model that empésishort-term vision and
nourishes the risk of missing opportunities to aehi broader objectives.
Secondly, the driver of efficiency leads to a lofocus on the consumer or final
user. It assumes the existence of a ‘static’ candiof the market, and not the
variability of consumer expectations. Subsequerttiention has focused on the
dynamics of network control and on logistics. Iettding are the studies that have
concerned the review of roles and sharing procems®sg those involved (Stern
et. al., 1996, Thomas and Griffin, 1996), or cohstoucture of the network by
reducing the lead time (Beamon and Ware, 19983yonchronization of logistics
processes demand (Persson, 1995), as well as fsimplithe logistical
coordination and decisions. Recently, attention lesn placed on information
systems to support the network in order to createsparent flows of movement
in real-time information. Finally, the last comme&ntoncern the sharing of
objectives between the partners of the network aggeater involvement in the
processes.

All these approaches are aimed to detect the bestvork performance
increasingly viewed as a model organization of §ufiat companies offer in the
market. The problem of increased demand managemassiimed by hypothesis
as a variable hardly predictable, has never bemdfdn this regard, an important
contribution which introduces new designing driiethat of Fisher (1997). The
author believes that the functions of a supply rclte@pend on the nature of the
application. In his model he distinguishes betwdenctional products and
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innovative products. On the one side the first &aill efficient supply chain in
which the costs of production, transport and stersigould be minimized. The
designing driver are therefore represented by lagdilability, fast supply and
cost efficiency. On the other side instead, asrfnovative products he talks of a
responsive supply chain for which the driver of kb&d-time is predominant and
can answer ‘accurately’ or meet the expectationsca$tomers. Resulting
performance measurement methods differ materiadlyefficient’ supply chains
the coefficients of the network, the system costid the rate of turnover are
emphasized, while in the responsive supply chaenabn is paid to the cost of
lost sales or excess storage. In conclusion, thénoausuggests that the
performance depends on the ability to design nddsvtinat have the adequate
benefits to those required by the characteristitdshe demanded products.
This model is further developed by Hau Lee (200®jt tdeepens and extends
Fisher's considerations also to uncertainty ovex #upply and demand. A
distinction is made between stable supply prooshsn the production structure
and technologies are in the maturity, and evohsogply chain, when instead
both the productive apparatus of reference anduttuerlying technologies are
not well defined yet. In stable conditions of thepgly if the uncertainty of
demand is low, the main designing driver is thécefhcy of the network and if
the uncertainty of demand is high, the driver beesthe coverage of risk; then in
a position of evolving supply the designing drib@comes the rate of reaction if
the uncertainty of demand is low, and the agifityhe uncertainty is high.

Recently, interesting contributions are still pughithe debate forward by
introducing the concept of Demand Chain Manager(fRainbird 2004, Walters,
Rainbird, 2004) to highlight the fact that the d@sng driver chain must be the
sales market and demand, and not the supply médrkegiabeer and Rose (2001)
define demand chain management as ‘the complexofvbbsiness processes and
activities that help firms understand, manage, arehte ultimate consumer
demand.’ In practice, this approach starts from ¢basideration that even in
finding the best configuration of the supply netkoattention is focused on
market conditions and demand characteristics rathan on the production
constraints of supply chains and logistics-suppiycsure. With this contribution
we begin, in our view, to envisage the transitioonf a ‘push’ logic of network
construction, to a ‘pull’ logic.

Finally, a last point of reflection comes from thwposal of some authors on
the replacement of the word ‘chain’ with ‘networld report that it should be
included in the system, and therefore the subjéglanning and coordination,
also those situations of ‘multiple suppliers’ . pwactice in designing new
configurations we must also consider the conditiohscompetition between
suppliers. Also belonging to this line of thoughttihe debate on the more or less
open network links in the process of choosing tlestrappropriate configuration.
Many argue that in fact the most open network (dreatefore characterized by
weak reports), providing access to different sosired information and
knowledge, can be an important stimulus to therbgeneity of the company and
the promotion of change and innovation (Burt 200KEVily and Zaheer 1999;
Rodan and Galunic 2004), minimizing at the same tihe risk due to excessive
development of close and more binding ties (Ols$tf2005).
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This concept is pushed to the extreme in what leedahe crowsourcing
(Lamoreaux, 2006), which is nothing but a spontasemetwork that is
established between experts and practitioners wghcialist knowledge in
specific areas of scientific and technical, whishused by companies to supply
high skills at low costs. In this case there ispnedetermined structure of supply
chains but this is articulated from time to timearcling to the players who can
engage to solve a particular problem. Changingtipply needs of the company,
the network itself reconfigures with new and difier players. The success of this
model depends essentially on two components:

1. The strength of weak ties, i.e. the most efficieetworks are sometimes
those that arise spontaneously in an instigatidch@tompany but without
complex engineering and who can link the wider geaf sources of
information, knowledge and experience;

2. The diffusion of technological innovations that @a®ding the industry
boundaries about the general applicability of thethmds and solutions to
similar problems across different technological acentific domains.

To conclude this overview of the new guidelines amiant elements are
emerging, that pave the way for a discussion oreldging a network of adequate
supply to companies market-driven. And it is obgigLclear that the performance
and competitiveness of such enterprises in theagjimlarket cannot be pursued by
re-designing the supply network to adapt to newgetr or to eliminate
inefficiency, but it is needed to cope with the rerte dynamism and
impermanence of demand sometimes expressed by dsulibat are highly
volatile. Hence it is needed to think of a respeasupply chain to pull and not
push logic, as it was in the past.

In practice, while in models built on assumptiofst@ability of the application
based on the traditional product life cycle thaafaitity of the supply chain is the
main cause of erosion of profit margins, in marte¥en companies the
variability of the supply chain must become instemdsource of profit and
acquisition of competitive advantage.

4. A New Model of Supply Chain for Market-Driven Companies. the
Demand-Driven Supply Network

The model that we are going to present is inspigdwo different theoretical
approaches. On the one hand, we refer to recentilmations from the Supply
Chain Management in reference to that line of stidnat looks at supply chains
as determinants of competitive advantages of corapaand wonders about the
ways in which a chain must migrate from a templé@h and functional’ to a
model ‘agile and customized’ to be able to acquhlte company a market
advantage (Christopher, Towill, 2000). Part of tHiscussion then focuses on
identifying the time of incorporation of the twoglos by defining the decoupling
point (or doubling point) compared to the flowsrhterials that represents the
‘when’ the supply chain is changed from ‘push’ pull’ logics (Olhager. 2003;
Brabazon, MacCarthy, 2006; Hoekstra and Romme, J199@me topic is dealt
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with in the choice set of ‘postponement’ and ‘spaton’ also addressed to the
determination of when to switch from push to patiics (Mentzer, 2008;).

On the other hand A second contribution comes filoenliterature on market-
driven management in two aspects: on one handehdeu integration of push
and pull business processes have long been sughatethe other it is argued
that a firm operating in market-driven contexts hasatural predisposition to use
a flexible relationship with third parties. Indeethe web development
organizations (networking) that can comply in arghag way, with stable or very
dynamic and variable relationships (Brondoni, 20&7analyzed as a possible
solution to cope with the temporary nature of tpel@ation. In our model this
assumption is at the base of the hypothesis acuptdi which we state that the
speed with which firms reconfigure their networksgnonymous of a greater
competitiveness in the market.

Designing a supply chain to market-driven comparogerating in global
markets means first:

1. Giving the company an adequate system of foreaasiima monitoring of
the application;

2. Building an information network that can quicklysgeéminate information
on the application to allow rapid adjustment of thapply chain or
network to change;

3. Quickly reconfiguring and redesigning the netwookdapitalize on the
immediate, and perhaps only temporarily, the nascemarket
opportunities;

4. Continually reviewing the various drivers that guithe design choices.

o Michael Aguilar, senior vice-president of Stratedsupply
Chain Initiative of Panasonic, saw the opporturtibyreinvent the
company, largely through a redesign of the supphaim.
Everything started from the conviction that the &sanic could not
be focused on selling products to dealers becays#oing so there
was no perception of what consumers really want&duilar
argued that the sale cannot be predicted becaubedbmes true
only after the consumer has purchased. They thaededll the
processes to be able to operate not as a traditisnaiety of goods
consumers, but as if it were actually a Panasomialer. Panasonic
has thus transformed the supply chain from the lmdfike to front
office making it the main source of profitabilityr fthe effects on
sales (500% against an overall market increase@fi92 in 2005).
The key point of the whole process was the direagement
through a custom software and surveys of forecaktsupply for
retailers who allowed a number of advantages:

1. Elimination of inventories of major retailers gdiadequacy of its
investigation to the final customer demand;

2. Elimination of the retailers’ out-of-stocks;

3. Reduction in average inventory weeks;

4. Revenues increase.
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The main goal of management of market-driven compsito understand the
trends in demand or possibly anticipate and be @bbatisfy it with appropriate
products/services. It is demand, then, that defthesobjectives of the supply
chain, while the supply chain must have the capattcope, to shape, and
sustain demand itself. Some authors speak of tHatioleship between
characteristics of demand and supply process astalytic effect’ (Rainbird,
2004). The goal of a correct configuration of bass processes becomes thus to
ensure a close and precise alignment between dearahdsupply network in
order to reduce however temporal and geographaradtcaints. It follows that the
concept underlying the model of the Demand Driveipdy Network (DDSN)
we want to build is the convergence and particulaHe management of
marketing synchronized with the network structursupply.

The DDSN can be defined as a system of coordinaetinologies and
processes that requires and responds to signatslirtime applications received
through the network of customers, suppliers and leyees. Enabling the
company to improve operational efficiency, devedmypl launch new products and
maximize margins.

The application of the DDSN model involves the $fanmation of supply
chain models based on prediction of demand (or Igtbpren push logic) in
models based on survey of demand (pull or demaindrdiogic).

Operating on the demand prediction allows to prigpemanize materials and
production process and logistics to ensure adequateagement of deliveries to
any distribution center and/or stock. Even if thpsedictions allow to acquire the
right materials and make the right products, theg #ocused on product
availability at the distribution center. Meanwhilihe consumer may have lost
interest in that product or the demand could béeshilf to this situation we add
the product or technological innovation, or othlearges, the resulting process is
far from being dynamic and responsive. Transformangprocess based on
predictions in a model based on survey results,enew implies the ability to
create credible and effective perception of sigoéldemand that can be shared
among the partners in the chain, preferably in tma¢. These signals generate
information flows from the market that, properhstibuted through the network,
can reconfigure the network itself within the agprate time.

Critical tasks of this model are:

1. Acquiring the ability to network design or re-desim order to replace
the ‘chain’ or logistics-production chain with aglstics-production
‘network’ whose players are alternately activatedoading to the features
of the emerging detected demand,;

2. Reducing the throughput time of the netwfFlAR). Once you know the
new features of the demand, logistics-productioretof crossing network
or the time required for processing raw materiate ffinished products
and logistics time for moving semi-assembled or uf@ctured materials
among the players in the network, must be redunedrder to have a
value lower than the time of waiting for the markKEAM), i.e. the time
that the market is willing to wait once the demaiad been expressed.
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From the intersection of these two dimensions 4eddht models of supply

network configuration are obtained, as shown byntlagrix below:

Figure 1: Pull/Push Supply Chain (or Network) Configuratiomd|

TAM>TAR Demand Driven Demand Driven
Supply Chain Supply Network
Traditional M odel Pull M odel
Relationship between
Market Awaiting Time
(TAM) / Throughput Traditional Integrated
Time of the Network Supply Chain Supply Network
(TAR)
Push M odel Push-Pull M odel
TAM < TAR
Low High
Speed of Network Design (or Redesign)

From the crossing of the dimensions two models of supply chain are resulting
(traditional and demand driven), as well as two models of supply network (integrated
and demand driven).

Models of Supply Chain

a. Traditional (Push). This is a push model based on anticipated demand
because the waiting time does not allow the maikeiperate on a pull
logics being shorter than the logistics-productiveughput time of the
chain. Moreover, the lack of an ability to reconfig the network makes it
difficult to quickly and effectively replace thegyers to whom companies
tend to have established and structured relatipasin these models, the
designing driver is the proper chain integratidm only element that can
provide competitive advantage and value creation

b. Demand-Driven (Pull). In these cases the waiting time of the market is
longer than the time of production logistics sasipossible to work with
pull logics and the process starts after the dieteaif market demand.
The reason why the time is shorter may be linkethéocharacteristics of
production technology and/or efficiency, but alsghtly integrated
logistics and supply chain speed that allows tackjyirespond to the
demand. Even if this brings the benefit of the ponddel, it also has the
limitation of relying on highly structured and iefible chains that reduce
the opportunities for value creation and innovatibproduct and market.
Driver design is in this case the quality and cot@pee of the players in
the chain
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Models of Supply Network

a. Integrated (Push-Pull). It is defined ‘integrated’ because it is built kit
logics to predict the demand for the detection ammhitoring. Since the
waiting time in the market is shorter than the timee=ded to carry out
productive and logistic activities, the model potslithat the first stages of
work are anticipated in relation to the manifestatf the demand and the
definition of predictable data. Once detected ttteiad characteristics of
the demand, the high-speed of the network desigidsleto the
reconfiguration of the network according to chaggiequirements. This
IS a model that seeks to recover efficiency and@terenore value in the
final stages having the need to use anyway prdadetata. The designing
driver in this case is the speed of the networle Hster it is, the lower is
the number of stages operated on predictions rdtiaer on detection of
the demand.

b. Demand-Driven (Pull). The model allows to reconfigure the network only
after detecting the characteristics of the appboat This allows the
designing of a sector not only able to put togethgoroduct and / or
service that meets the characteristics determieithdo demand, but also
to propose innovative solutions that can influergpgde, and modify the
application itself. The ingredients of this modatlude the existence of an
increasingly efficient and rapid chain that opesateith logistics-
production times lower than market expectationsdisa flexible and able
to involve different players through appropriatewak design ability.
This way, the function of creating value and enabline basic conditions
to seize the opportunities of the temporary andalmes application of
global markets, can be maximized. The designingedrin this case
cannot be identifiec priori, but varies from time to time depending on
the characteristics of the demand. This is in jwadhe model that is able
to ensure flexibility, speed of response, and ntadkiven innovation in
companies.

The Requirements of the Demand-Driven Supply N&twor
The model above-outlined requires some basic reonants, such as

1. Use of appropriate simulation tools and networkigesor re-designTo
test for possible different answers to each coertib@vent. It is sufficient
to just change some parameters to arrive at diffecenclusions. They
allow reconfiguration and real-time supply networkscorrespondence
with changes in market conditions. They are apptoa that graph the
supply chain by defining the nodes of the netwagpkoduction sites,
distribution centers owned or third parties, prddawcor distribution of
providers), the peculiar characteristics of eaclleng¢type of product
produced or stored, production capacity or storagel so on) and the
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relationships among them (such as re-order quesitiiead times,
distances). Through these applications it is péssdoutline a model and
parameterization of the supply chain and simulatitmmassess the effects
of a pattern of physical flows can be carried @ug( substitution of one
supplier with another located at greater distangewith a more reliable
delivery). The evaluation is done through a detharkporting system that
allows to continuously monitor key performance &bigis indicators.

2. Adoption and diffusion of appropriate technologiasd information
systems within the networlk order to make the model is applicable, it is
undeniable that the information flow coming frometimarket must be
detected and quickly spread to all players in thppk/ chain. This is
possible today thanks to some new technologies ogistics and
distribution systems such as RFID and UPC/EAN foydpcts coding,
that detect the real-time movement of productdiéendhain and in the final
market. There also are new technologies for ProBata Management
(PDM) that allow the sharing of product informationthe network. In
particular, it is possible to define structuredhpatys of communication
that, according to a predefined design flow of pnecess governing the
exchange of information and documents between ighgdls or teams that
are geographically far apart, however, integrateally more and more
essential are the new models of e-procurementlpdwnpanies manage
in real time all stages of global sourcing.

3. Demand-Driven lean manufacturinghe production model capable of
maximizing the expected results provides shorteeslibased on small
batches of product easily modified to cope with nges in effective
demand. Operational planning cycles should be esdltc ensure greater
flexibility of response times. Instead of plannitige next three to four
weeks of production cycle on the basis of the mtezh, a manufacturing
approach that protects the agility can only opevate production cycles
of one week or maybe even less. The productionryhbéas always
sustained that a long production program could teagteater profitability
for the economies achieved in conditions of stghilloday we can say
that this is not always true because theoretidallg efficient production
programs can achieve a better ROI with the DDSNehfmd the ability to
modify products more quickly towards more profimlbnes, because
demanded by the market.
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