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CHAPTER NINE

Discussion Questions

1. What are some obstacles to creating a flexible workforce? What are the benefits?
A flexible workforce possesses the ability to learn new tasks or switch tasks without significantly disrupting production, to expand (or contract) capacity via over or idle time, hiring and firing of seasonal workers, or subcontracting, and to work different schedules.
A number of factors influence a producer’s ability to realize a flexible workforce: restrictive labor agreements and work rules, a tight labor market, the education level, culture, or organizational culture of the work force, the complexity of the tasks, the proprietary nature of the production process, and restrictions imposed by other members of the supply chain.
A flexible workforce opens the supply chain up to a wider range of alternatives when trying to match supply with demand. If subcontracting or temporary workers can be deployed, then a firm can function at a steady base rate and use the subs to buffer periods of high demand.

2. Discuss why subcontractors can often offer products and services to a company more cheaply than if the company produced them themselves?

The subcontractor can offer services more cheaply for a number of reasons.

In many cases, the subcontractor is a specialist in the area and is more flexible, hence cheaper.  If a subcontractor is performing similar work for a number of clients, they can take advantage of the zero-sum nature of business competition. By aggregating orders from a number of clients, the subcontractor is able to satisfy peaks in demand from some of their clients because other standard clients will be experiencing valleys in demand.  If subcontracting occurs because a firm is at capacity, the subcontractor (that is not overcapacity) can handle the production more cheaply simply because is expensive to operate a system at excess capacity.
3. In what industries would you tend to see dual facility types (some facilities focusing on only one type of product and others able to produce a wide variety)? In what industries would this be relatively rare? Why?
Any industry where a lucrative product requires both unique labor skills and production facilities is a prime candidate for a dual facility operation. The healthcare industry is one example of a dual facility type; many large hospital chains have focused operations for trauma, heart, ob/gyn, and other specialties. Other industries with dual facility types include the legal profession, hospitality, construction, and many others. Industries where dual facility types are rare include tobacco products, alcoholic beverages, sawmills, and chemicals.

The dividing point among these industries is the continuous flow nature of the non-dual producers. If processing requirements dictate that the product stream must visit the same steps of a process in the same sequence, then the higher volume and low process flexibility combination results in dedicated production facilities that simply can’t have a broad product range.
4. Discuss how you would set up a collaboration mechanism for the enterprises in a supply chain.

Collaboration mechanisms in a supply chain should begin with the initial partnering process as the supply chain is being established. All parties in the chain must be aligned and dedicated to the success of the entire chain. Trust and open communication are of primary importance; there should be a myriad of formal and informal communication channels open among all parties. If constancy of purpose is ever in question, each firm might devote some resources towards equitable “chain incentives” such that behaviors that benefit the entire supply chain are recognized and rewarded. The incentives, communication, and trust should be established at all levels of every chain member. Company leadership should provide for highly visible evidence of these activities on their level and among cross-business supply chain teams.
5. What are some product lines that use common parts across many products? What are the advantages of doing this?

There are many producers, both manufacturing and service, that use common parts across many products. Some of these product lines include the food industry, construction, furniture, soap, plastics, perfumes, computer and office equipment, automotive, motorcycles, bicycles, airframe, and most back-office operations in the service industries. 

The use of common parts (and services) lowers costs and enables producers to meet variability in demand. Part commonality absorbs variability in disaggregated demand from period to period since the aggregated demand is inherently less variable. The common parts may be produced or acquired at a more constant rate and stocked at a lower inventory level while maintaining a higher customer service level.
6. Discuss how a company can get marketing and operations to work together with the common goal of coordinating supply and demand to maximize profitability.

Marketing and operations often find themselves at cross purposes; as the authors note, marketing often has incentives based on revenue, whereas operations has incentives based on cost. The cachet of new products, service guarantees, co-promotions, and other marketing vehicles is quite often lost on members of the organization that must fulfill promises made by their friends in marketing. As with all collaborations, open communication is a must on a near-constant basis. Regular planning meetings must include full cross-functional participation and critical information must be shared as sales and operations occur.  Having common performance measures is another way to get these two groups to work together for the common good of the company.  Holding both groups responsible for Customer service, accuracy, on time delivery and quality and rewarding them jointly for achieving these goals will greatly increase their willingness to work together. 
7. How can a firm use pricing to change demand patterns?

A change in price, one of marketing’s Four P’s, will change demand assuming that there is some elasticity in demand. A firm can shift demand from a popular product or time to a less-popular product or what is traditionally an off-peak demand period by lowering prices. A firm can collect data on the impact of price changes on demand and use the correlation as an input into supply chain aggregate planning. In the absence of such coordination, it is virtually guaranteed that supply chain partners will face demand levels they had not anticipated and will be unable to satisfy.  The increase in demand results from a combination of a) market growth, b) stealing share, and c) forward buying. The first two increase demand for the product and the third robs sales from the future.

8. Why would a firm want to offer pricing promotions in its peak-demand periods?

If we assume that a pricing promotion serves to increase demand, then there are a couple of reasons a firm may offer pricing promotions during peak demand periods. Even at peak demand, the firm may have excess capacity and could meet this demand. The nature of the product and supply chain may be such that a promotion today results in an order that both the supply chain and customer recognize will be filled in the future, perhaps during an anticipated low demand period. If a firm produces a product that is at the end of its life cycle, there may be incentive to exhaust accumulated materials and labor skills that are dedicated to its production. Finally, a firm may be practicing a form of predatory pricing if it senses that a competitor, teetering on the brink of extinction, is starved for sales.
9. Why would a firm want to offer pricing promotions during its low-demand periods?

Pricing promotions during low-demand periods should serve to increase demand and sales. The increase in demand results from a combination of the following three factors:
Market growth – sales may be realized from customers that were not considering this product at the higher price.

Stealing share – sales may be realized from customers that were considering a competitors product.

Forward buying – sales may be stolen from the future by customers that feel that price may rise in the future.

