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CII Institute of Logistics

PGDSCM / Certificate Programs

Assignment 2 for July- December 2011 Semester

(To be handwritten and submitted before 15.11.2011)

General instructions to the students:
· Write the assignment in your respective subjects only (4 or 5 subjects for a particular semester as per your program) 

· Write assignments separately for each subject and staple it.

· Then collectively put all the assignments in a stick file 

· The first sheet in your stick file should consist all the details, i.e.

1. Name, e-mail id, mobile number

2. Registration number

3. Course name

4. Semester

5. Contents- name of the subjects for which assignments are submitted.

6. Assignment number (1 or 2)
SUBJECT: SUPPLY CHAIN METRICS 

CASE STUDY 1: 

SLEEP-WELL FURNISHINGS LIMITED

SLEEP-WELL FURNISHINGS LIMITED (SWFL) is a leading multi-product, multi-brand retailer of major household bedroom furnishing items like wooden/steel cots, mattresses and pillows/cushions amongst others drawn from leading manufacturers of these items. Each of these 3 product lines has a Business Unit Manager who is responsible for these product lines. These Business Unit Managers are charged for “Warehousing usage” according the percentage of space used by their products within the company warehouse located on the outskirts of the city.

As part of the company’s annual review of Business Unit sales, the Management observes that warehousing costs are an important element of their overall costing and hence there is detailed scrutiny of such warehousing costs. These include warehouse rentals, labor costs, material handling costs and warehouse administration expenses. The warehouse has 60000 sq ft of which 30000 sq ft is occupied by the pillows/cushions segment, 20000 sq ft by the cots segment and 10000 sq ft by the mattresses segment.

Each Business Unit is charged such warehousing usage charges based on this ratio of area usage. Rough ratio of average unit price of the Business Units is 1:pillows/cushions; 50: mattresses and  200:cots

While making this review, it is found out that the Pillow/Cushions product segment is not proving to be profitable and runs the danger of being discontinued in future. The Business Unit Manager of this Pillows/Cushion segment, Mr. Mohan is very upset and fears for the future .This is despite his making considerable marketing efforts to push their sales into non-traditional markets like offices, social clubs, health clubs and gyms amongst others. He has still lots of ideas to push such sales for stadium seating as well. His diligent homework and cost analysis shows that the very basis for the Management allocating warehousing costs to his Business Unit is faulty and unfair as his products are voluminous products in relation to their unit value. He is convinced that there should be a more realistic and fair basis for determining allocation of warehousing costs which can completely change his own Business Unit’s profitability.

QUESTIONS:

1. Is it right to charge warehousing costs only on space usage? Give reasons for your answer.

2. If you were Mr. Mohan, how would you defend the continuance of your product line and suggest an alternative method of charging such warehousing costs. What other performance metrics would you use to justify continuance of your products 

3. As Business Unit Managers of the cots segment and mattresses segment, how would you defend the existing system? What people issues may be involved?  

4. What do you think is the Management’s assessment of Mr. Mohan? What kind of managerial moves should they make in terms of overall performance metrics?

CASE STUDY 2:

 SUPREME ENGINEERING CO. LTD. is engaged in the manufacture of automobile components. Of late, things had not been going well and matters had been getting out of hand. The market value of the company shares was down 72%, dropping from Rs 60 to Rs 16.75 over the last 6 months. Overall performance and productivity levels had dropped and the recent quarterly loss was Rs 2 crores on corresponding sales of about Rs 80 crores and did not suggest any brighter future. It was suspected that most of the problems lie in their supply chain activities. Customer deliveries were worsening with a sizable number of order cancellations. Product quality had also suffered with percentage rejections going up. To top it all, there was a law suit filed by the Customs Department for alleged misuse of regulations governing import of essential raw materials used.

The Supply Chain Manager felt that he had to now take a more active and aggressive part in managing the supply chain. But before he took any corrective actions, he needed to first analyze what is the nature and magnitude of the supply problems and issues.

QUESTIONS:

1.  What do you think are the first steps the Supply Chain Manager should take to take control of the situation and what are the problems/issues faced by their supply chain?

2.  What kind of inputs or information he needs to put together to really understand what is really going on in their supply chain?

3. What can the Supply Chain Manager do to ensure that the legal problems faced do not occur ever again?

