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Supply Chain Distribution



S Supply Chain Flows

A
v

Flow of information, material/ product and funds

A SC is dynamic and the supply chain stages are connected through the flow of products, _/
information, and funds. These flows often occur in both directions and may be managed by

~

one of the stages or an intermediary. \/
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The Value Chain Processes Strategy

Product development strategy specifies the portfolio of new products
that a company aims to develop.

Marketing and sales strategy specifies how the market will be
segmented and how the product will be positioned, priced, and
promoted.

Operations + Distribution + Service strategy = Supply Chain strategy \
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Strategic Fit

Strategic fit leads to a company’s success.

Strategic fit means

v competitive and supply chain strategies have aligned goals.

V' consistency between the customer priorities that the competitive strategy
hopes to satisfy and the SC capabilities that the SC strategy aims to build.

A company may fail because of a lack of strategic fit or because its processes and
resources do not provide the capabilities to execute the desired strategy.

=

Failure at any one value chain’s process may lead to failure of the overall chain. /
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The Value Chain Processes Strategy

Product development strategy specifies the portfolio of new products
that a company aims to develop.

Marketing and sales strategy specifies how the market will be
segmented and how the product will be positioned, priced, and
promoted.

Operations + + Service strategy = Supply Chain strategy \
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Supply Chain Distribution

Distribution: the steps taken to move and store a product from the supplier stage

to the customer stage in a SC.

Distribution takes place between every pair of SC stages.

v Product parts are moved from suppliers to product assembly centers.

Vv Finished products are shipped from wholesalers to retailers.

Distribution = key driver of SC surplus, because it affects both cost and customer

=
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SC Distribution Objectives

High product/ service availability to the customers
High customer service level to satisfy customer requirements
Balanced cost vs. effectiveness

Flexible distribution networks
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SC Distribution Network Performance

Two SC Distribution Network Performance metrics:
e Customer service (meeting customer needs)
* SC costs to satisfy customer needs

SC Distribution Network design scenarios are assessed in terms of accomplished
customer service and required costs to reach this service level.

'
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SC Distribution Network Performance

Customer service
v Product availability and variety
v Response time
v Customer satisfaction/experience
v Order visibility
v Time to market
v/ Returnability (Post-sales service)

SC costs (i.e. Inventory, Facilities and handling, Transportation and Information

Nt )
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SC Distribution Network

A set of interdependent organizations (intermediaries) involved in
the process of making a product or service available for use or
consumption by the consumer or business user.



> When distribution strategy fails

88-year-old department store British Home Stores (BHS) lost 164
stores and about 11,000 employees over the same period due to
years of under-investment and failing to adapt its retail operations to
the changing trends. BHS did not offer shoppers the opportunity to
buy products online and pick them up in-store despite the increasing
adoption of this service by competing retailers.

Operations + + Service strategy = Supply Chain strategy

~
'
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Deciding the SC Distribution Network

2 key decisions

Will the product be delivered to the customer location or picked up

from a predetermined site?

Will product flow through an intermediary (or intermediate location)?

Dr. C. Bardaki
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— Deciding the SC Distribution Network - Customers

Type Number of
(Needs, potential
Demands) customers
Geographic Order
concentration Size

et 14
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' —
— Deciding the SC Distribution Network - Product

Unit _ - é
Value Perishability
e Obsolescenc Technical Demand
Nature

~ L/
P
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__~Deciding the SC Distribution Network - Intermediary

Quality of Service provided

Availability of Cost charged
Intermediary policies bt

v
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Deciding the SC Distribution Network - Firm

Wants to control distribution

network Service provided

- Financial resources
Management ability



SC Distribution Network Strategies

‘Manu?acture \ ] Consumers/
[ / Industrial User

Direct Shipment

Intermediate
Inventory Storage
points

Dr. C. Bardaki

Manutacture

r

Consumers/
‘ Intermediary Industrial User

Consumer goods/ Industrial goods/ Services
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SC Distribution Network Strategies

Manufacturer Storage with Direct Shipping (Drop shipping)
Manufacturer Storage with Direct Shipping and In-Transit Merge
Distributor Storage with Carrier Delivery

Distributor Storage with Last-Mile Delivery

Manufacturer or Distributor Storage with Consumer Pickup

Retail Storage with Consumer Pickup
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Manufacturer Storage with Direct Shipping

(Drop shipping)
Manufacturer
Retailer
Customers
» Product Flow
............. < Information
Flow Q) |
\/ - u-/ \



Y. e-bay, amazon Q
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- Drop shipping
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Retailer
(on-line
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Drop shipping

©

O

CLASSIC

™

CUSTONER

¢ 1-You get the items from the
supplier. You also pay them at this
time.

e 2 - The customer orders and pays
you for the product.

* 3 - You ship the order to the

customer.



Drop Shipping

p—
Cost Factor Performance
C Inventory > + Lower costs because of aggregation. Benefits are
highest for low-demand, high-value items. Benefits are
large if product customization can be postponed at the
manufacturer.
@spoﬂa@ — Higher transportation costs because of inceased
distance and disaggregate shipping.

Facilities and handling + Lower facility costs because of aggregation. Some
saving on handling costs if manufacturer can manage
small shipments or ship from production line.

Information - Significant investment in information infrastructure to
integrate manufacturer and retailer.

e \) ( 9
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Drop Shipping

Service Factor

Performance

@poase time

Product variety

Product availability

Time to market

Order visibility

Returnability

— Long response time of one to two weeks because of
increased distance and two stages for order processing.
Response time may vary by product, thus complicating
receiving.

+ Easy to provide a high level of variety.

+ Easy to provide a high level of product availability be-
cause of aggregation at manufacturer.

+ Good in terms of home delivery,
- but can suffer if order from several manufacturers is
sent in partial shipments.

+ Fast, with the product available as soon as the first unit
is produced.

— More difficult but also more important from a customer
service perspective.

— Expensive and difficult to implement.
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Manufacturer Storage with Direct Shipping & In-
Transit Merge Network
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In-Transit Merge by
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Merge points
replace
Distribution
warehouse
centers
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Merge In-Transit (MIT)

Suppliers 3
provide their
promises back

(same company, oth
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incoming flows ata
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supply sources

NS

Unigque
delivery to

5 the

customer

A customer orders through
the PC company web
storefrontseveral products
supplied from different
locations and actually
differentsuppliers (cross

selling)

S

\




Merge In-Transit (MIT) (

(“u

("\

Customer

Merge points
replace
Distribution
warehouse
centers




\_/ B Merge In-Transit (MIT)

N’
e Cost Factor Performance
Inventory + Similar to drop-shipping (Lower costs because of
aggregation etc.)
Transportation + Somewhat lower transportation costs than drop-
shipping.
Facilities and handling + Handling costs are higher than drop-shipping at carrier;
receiving costs lower at customer.
Information - Investment is somewhat higher than for drop-shipping.
Service Factor Performance
Qsponse tlme> — Similar to drop-shipping (long response time etc.); may
be marginally higher.
Product variety + Similar to drop-shipping.
Product availability + Similar to drop-shipping. ®
Customer experience + Better than drop-shipping because only a single
delivery has to be received. )
Time to market + Similar to drop-shipping. |
Order visibility — Similar to drop-shipping.
' 8
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Manufacturer Storage with ...

Direct Shipping (drop shipping)

Direct Shipping and in-transit merge

Products are shipped directly to the
consumer from the manufacturer.

Several pieces of the order coming from
manufacturers/ suppliers originating at
different locations are merged at a carrier
hub and the customer gets one delivery.

Retailer collects the order information.

Inventory is centralized at the manufacturer.

Fits high value, low demand products with
unpredictable demand.

No more then five product sources for best
implementation.

Manufacturers can postpone customization. -> less inventory carried by manufacturers.

High transportation costs

Lower transportation costs

Better customer experience due to one single
delivery

uu ®)



— Merge in Transit example —

Cisco collaborates with FedEx.

Before:

Sourced Parts of Cisco routers were stored in regional warehouses and, then, shipped to assembly
facilities. Finished routers were held in Cisco warehouses and, then, shipped to the customers
based on their orders.

Inventory of parts and finished routers cost, facilities and transportation cost F I
Now:

FedEx provides a “Merge-In-Transit” point to Cisco. Based on the customer order, Cisco guides the
suppliers to deliver the parts to the closest to the customer Fedex merge and assembly point. The O
router is assembled at the Fedex facility and, then, shipped directly to the customer.

Less inventory and transportation cost for Cisco and better customer service. \-/
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Distributor Storage with Carrier Delivery

O O CD/f Factories

Warehouse Storage by
/ Distributor/Retailer
> Product
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Distributor Storage with Carrier Delivery

Cost Factor

Performance

Transportation
Facilities and handling

Information

— Higher than manufacturer storage. Difference is not
large for faster moving items but can be large for very
slow-moving items.

+ Lower than manufacturer storage. Reduction is highest
for faster moving items.

— Somewhat higher than manufacturer storage. The
difference can be large for slow-moving items.

+ Simpler infrastructure compared to manufacturer
storage.

Service Factor

Performance

Response time
Product variety

Product availability

Customer experience

Time to market
Order visibility

C Returnability D

+ Faster than manufacturer storage.
— Lower than manufacturer storage.

— Higher cost to provide the same level of availability as
manufacturer storage.

+ Better than manufacturer storage with drop-shipping.

— Higher than manufacturer storage.

+ Easier than manufacturer storage.

+ Easier than manufacturer storage.

T e \_/
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Distributor Storage with Last Mile Delivery

Factories

Distributor/Retailer

/ f'\ / fvwarehouse
O—’O—’O O-»O—Q Customers

» Product Flow

........... + |Information Flow
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Distributor Storage with Last Mile Delivery

'
\ Cost Factor Performance

nventory — Higher than distributor storage with package carrier
delivery.

Transportation — Very high cost given minimal scale economies. Higher
than any other distribution option.

Facilities and handlin — Facility costs higher than manufacturer storage or
distributor storage with package carrier delivery,

+ but lower than a chain of retail stores.

Information + Similar to distributor storage with package carrier
delivery,

— but it requires the additional capability of scheduling
deliveries.

Service Factor Performance

Response time + Very quick. Same day to next-day delivery.

Product variety + Somewhat less than distributor storage with package
carrier delivery,

— but larger than retail stores.

Product availability — More expensive to provide availability than any other

option except retail stores.
@omer expe@ + Very good, particularly for bulky items.

Time to market — Slightly higher than distributor storage with package
carrier delivery.

Order visibility + Less of an issue and easier to implement than
manufacturer storage or distributor storage with
package carrier delivery.

Returnability + Easier to implement than other previous options.

— Harder and more expensive than a retail network.
Dr. C. Bardaki \J
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Tesco Now: new app-based, one-hour delivery service.

Tesco reacts to Amazon’s Fresh online grocery delivery service in
London, in 2016, with one-hour deliveries (Amazon Prime Now).

Dr. C. Bardaki

Last Mile Delivery Example(1) TESCO now

They deliver up to 20 items to your door within 60
minutes from the time you place your order.

Order from a variety of 1000 products.
£7.99 a pop (or £5.99 for a two-hour delivery)

Quiqup, a London-based delivery startup, handles the
deliveries. Quiqup staff pick up the orders from Tesco
stores.

Only available in central London. ﬂ
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- Last Mile Delivery Example(2)

'

R

* Tesco has made the first 2017 robot 1-hour delivery in
London.

* Six-wheeled robot, made by Starship Technologies
(Greenwich-based firm, launched in 2014).

 Amph battery-powered robots carry items within a
three miles radius of stores or delivery hubs.

e Customers track delivery progress using a smartphone.

* Robot is equipped with GPS technology, 9 cameras for
mapping where it is going, and sensors for tackling
obstacles, sensing traffic and navigating around
pedestrians.

* Tesco is very pleased by the trial. It is considering a
wider pilot later in 2017-2018, in London.

Dr. C. Bardaki



-4 “ Last Mile Delivery Example(3)
"
- 1.0rder placed [] / 4. Pin code sent fo )
using app unlock robot on delivery@ * % *)
2. 4mph robot = 9, Camero
delivers withina ¥ 8 can film
3 mile radius attempted
thefts and
pe> post direct
=y 1 Ll fo YouTube
3. App fracks o]
progress for customer | YU"W.'- .

Source: ROBOSHOP Tesco makes UK’s first delivery by ROBOT in trial that could change shopping forever, the SUN, \/

May 315, 2017. .
-t u | — 7
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https://www.thesun.co.uk/tech/3691573/tesco-makes-uks-first-delivery-by-robot-during-test-of-pioneering-one-hour-delivery-service/
https://www.thesun.co.uk/tech/3691573/tesco-makes-uks-first-delivery-by-robot-during-test-of-pioneering-one-hour-delivery-service/
https://www.thesun.co.uk/tech/3691573/tesco-makes-uks-first-delivery-by-robot-during-test-of-pioneering-one-hour-delivery-service/
https://www.thesun.co.uk/tech/3691573/tesco-makes-uks-first-delivery-by-robot-during-test-of-pioneering-one-hour-delivery-service/
https://www.thesun.co.uk/tech/3691573/tesco-makes-uks-first-delivery-by-robot-during-test-of-pioneering-one-hour-delivery-service/

o 4
- Last Mile Delivery Example (Now)

-

Starship Technologies has launched an app that allows users in
Milton Keynes, UK to get their groceries delivered by its six-
wheeled robots.

* Co-op retailer has extended the "robo-shop" to hundreds
more households due to the demand.

- 81in 10 households in the Milton Keynes area have
downloaded the app to use the service, with pints of milk
topping the shopping list of grocery items to order.

- For both Tesco and Co-op, you need to place your order
using Starship Technologies' free app - you can't order via
the Co-op or Tesco websites.

- £1 delivery charge on orders at both retailers but
no minimum delivery spend.

Source:https://www.thesun.co.uk/money/8152853/esco-coiop- & Lo
Dr. C. Bardaki testing-delivery-groceries-15-minutes/ \/ S\ /



https://www.thesun.co.uk/money/8152853/tesco-co-op-testing-delivery-groceries-15-minutes/
https://www.thesun.co.uk/money/8152853/tesco-co-op-testing-delivery-groceries-15-minutes/
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Last Mile Delivery Example (Amazon Scout)
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https://blog.aboutamazon.com/transportation/meet-scout /


https://blog.aboutamazon.com/transportation/meet-scout
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Last Mile Delivery Software - Saa$S

Challenge: aélomiotia kat epmiotoovvn otn last-mile
nopadoon

Solution: SW platforms mou Staxetpifovtal kat BeATioTonoLouV
™ Stadlkaoia

EAANVIKEC AVOELC hip lemon.
 mynext.io meAAtnc - Cosmos Sport, N Nol eAAnviKkn

aAvoida TwANoNC EMWVUUWY oBOANTIKWV ELOWV

e www.shiplemon.com



Crowdsourced last mile delivery/
Crowdsourcing Logistics
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Crowdsourced last mile delivery/
Crowdsourcing Logistics

a network of non-professional,
local couriers (like Uber)

crowdsourced shippers

V4

* J|ocal couriers are paid based
on the number of hours
they work

e work hours are flexible

* They are not Amazon
employees but partners.

Food providers

Customers

- L

-
(4) Deliver food
Y Ol @
&5 Ul 4
|
A Shared
: i Crowdsourced
| " T riders
I >&\\ i \
| . L
. s s,
| | [
l g : (3)ASS|gn
) itifoiit ) ) delivery
| v | routes
' .
|
e (Cloud ™
(2) Accept orders
Food cloud
e u

(1) Order by computer

or smartphone

4
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Crowdsourced last mile delivery/
Crowdsourcing Logistics

Companies do not worry about warehouse operations, fleet management, or
employee benefits — thereby offsetting some of the high costs and complex
logistics associated with on-demand delivery.

Better customer experience
e greater control over the shopping experience
e speed (one-hour delivery)
e visibility into the delivery process.
e desired time slot for delivery

* track their packages along the way (receive SMS text alerts, push
notifications, or even GPS tracking on their smartphones).



Crowdsourced last mile delivery/
Crowdsourcing Logistics

Workforce issues

Companies lose complete control of the management of delivery schedules and
workloads.

* brand damage

e any of the outsourced shippers fail to deliver on time

e poor face-to-face interaction between the outsourced shipper and
customer

Cost (delivery and ecommerce infrastructure) - the fees can be as high as 35%
of the total order value.

suburban and rural markets — are bike, foot and motorcycle fleets available?



e/ Last Mile Delivery by Drone

Source: https://medium.com/@manager 77257/last-mile-delivery-by-drone-912972b09d61

~ A\
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https://medium.com/@manager_77257/last-mile-delivery-by-drone-912972b09d61

Last Mile Delivery by Drone

2012 - very first attempts

Early prototypes of food delivery drones were demonstrated by the Star Simpson’s
“Tacocopter”, the concept was taco delivery using a smartphone app to order tacos with
the delivery of drones in the San Francisco area.”

2013 - advertising campaign, independent Domino franchise from the United Kingdom
conducted a test of Domicopter. Such flights were conducted in India and Russia but did
not receive the approval of the regulatory authorities.

Today - many countries, such as the United States, United Kingdom, Russia, Ukraine,
Rwanda, the United Arab Emirates allow the use of drones, if drones are necessary for
commercial purposes, you can get permission from the aviation authorities of countries.

=/
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Amazon Prime Air

» deliver packages up to 5 pounds in <=30 minutes

* Aug 2020 - received a Part 135 Air Carrier
Certificate from the United States Federal
Aviation Administration.

* study of 2016 - cost analysis = in a mid-sized U.S.
city, drone delivery could slash costs by 1/ 3 on the
busiest days of the year, with the emphasis placed
on labor cost savings.

Dr. C. Bardaki




Manufacturer/ Distributor Storage with Customer
Pickup

Q Q Q v@ VO‘V Factories
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Pickup

Cost Factor

Performance

Inventory

Transportation

Facilities and handling

Information

Can match any other option, depending on the loca-tion
of inventory

+ Lower than the use of package carriers, especially if
using an existing delivery network.

— Facility costs can be high if new facilities have to be
built.

+ Costs are lower if existing facilities are used.

— The increase in handling cost at the pickup site can be
significant.

— Significant investment in infrastructure required.

Service Factor

Performance

Response time

Product variety

Product availability

Customer experience

Time to market
Order visibility
Returnability

+ Similar to package carrier delivery with manufacturer or
distributor storage. Same-day delivery possible for
items stored locally at pickup site.

Similar to other manufacturer or distributor storage
options.

Similar to other manufacturer or distributor storage
options.

— Lower than other options because of the lack of home
delivery. Experience is sensitive to capability of pickup
location.

+ Similar to manufacturer storage options.
— Difficult, but essential.

+ Somewhat easier given that pickup location can handle
returns.

- N/

N/
butor Storage with Customer



Customer Pickup Example: Amazon Locker

* Self-service delivery location to pick up and return your Amazon.com
packages.

* Launchedin 2011 in USA and UK.
* Pick up your package at a time that's convenient for you.
* Free of charge

* Once the package is delivered to the Amazon Locker, you receive an e-
mail notification with a unique pickup code that includes the address and
opening times for your selected Locker location.

* Items with shipping weight < 20 Ibs.

* Packages must be picked up within 3 days.
\/ et
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Amazon Locker
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http://www.eagles-meadow.co.uk/amazon-locker.html
http://www.eagles-meadow.co.uk/amazon-locker.html
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J Skroutz.gr Points

Anpidoc 2021, n Skroutz Last Mile

KoL LE NAEKTPLKA Bav pe 0% ekmourt) pUTWV
Slvel Tn Suvatotnta otov KatavaAwthy va avtopeipel tov Stavopéa e tip, HEow evog link mou Aappavel oe
SMS e to épag TnG mapadoonc.

“Skroutz Point” - onpeia avtopatng napaiaPnc tou Skroutz,

EVTOC 3 NUEPWV ATIO TN OTLYUA TIov To d€pa Ba ptaoel oto locker, pe eVEAKTEG wpeg mapaAaBnig

0 katavoAwtng Balel ta mpoidvta T EMAOYAG TOU 0TO KAAAOL,

eTAEyeL mapadoon oe eva ano ta 24 Skroutz Point,

AQUBAVEL EVNUEPWON KAl TOV TPOCWTILKO KWOLKO PIN péow SMS kat mapaAapfavel tnv mapayyeAia tou,
EVTOG 3 NUEPWV.

24 -> 250 og ABrva Oscoalovikn to 2022

Cityzen =5 points

1 - MTtEC OTO TIAPKLVYK KOl PWTNOE TOV UTTAAANAO TTOU VA TTAPKAPELG TO QAL GOV yLa TNV apaAofn ano
Skroutz.

2 - AdpoU oou umodeifel o uMAAANAOG TOU TTAPKLVYK TTOU va oTaBUEVOELG, KateuBUvoou pog to Skroutz
Point.

3 - Bpeg to SMS mou oou €xel oteileL n Skroutz pe to pin tng Bupidac cou.

4 - MANKTPOAOGYNOE TO pin 0TO MANKTPOAOYLO Kal tatnoe Enter. H Bupida oou Ba avoifel avtoparta.

5 - Napalafe to Sepa amnod tn Bupida kat Befatwoou OTL EKAELOEC KAAQ TN Buplda yLa Tov EMOUEVO.

H skroutz éinAaociaoce ti¢ nwAnoeig tn¢ ano ta 19,85 skarouuvpia eupw mov ntav to 2019 os 38,8
ekaroupvpla eupw to 2020. A )
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Retail Storage with Customer Pickup
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Retail Storage with Customer Pickup

Cost Factor

Performance

Transportation

Facilities and handling

Information

— Higher than all other options.
+ Lower than all other options.

— Higher than other options. The increase in handling cost
at the pickup site can be significant for online and
phone orders.

— Some investment in infrastructure required for online
and phone orders.

Service Factor

Performance

Product variety
Product availability

Customer experience

Time to market

Order visibility

Returnability

+ Same-day (immediate) pickup possible for items stored
locally at pickup site.

— Lower than all other options.
— More expensive to provide than all other options.
Related to whether shopping is viewed as a positive or

negative experience by customer.

— Highest among distribution options because the new
product has to penetrate through the entire supply
chain before it is available to customers.

+ Trivial for in-store orders.
— Difficult, but essential, for online and phone orders.

+ Easier than other options because retail store can

provide a substitute.
\-/
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Pickup Discount
Save even more.
Enjoy extra savings with a discount on select
items! Just order online and choose to pick it
up at store.

Shop Pickup Discount »

« Pickup Discount FAQ

Pickup

Shop with ease.
Choose store pickup for your online order and
we'll email you when it's ready.

Shop Pickup ltems »

Walmart Example

Walmart > <

h,
-
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Walmart > <

Pickup Today

Fast & free.
Get what you need fast with same-day pickup!
Look for items marked with FREE Pickup

Today:

Shop Pickup Today *

« Pickup Today FAQ

Grocery Pickup

Easyas1,2,3.

Simply place an order online at
Walmart.com/grocery, choose a timeslot and
your items will be loaded directly into your car
for free!

Shop Grocery *

Walmart Example




Selecting Distribution Network Design

Most companies utilize a combination of distribution options.

The distribution network designer considers: product characteristics,

customer needs and firm’s strategy.

Fast moving products are best stocked locally and customers can either
pickup them from retail stores directly or have them delivered.

Slow moving items can be stocked at a regional distribution center from
where they are shipped to the customer within a day or two.

Very slow moving items best fit drop shipping.

Dr. C. Bardaki N’
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