Statement of Work
Phase I

Process To Be Reviewed

Sourcing Matrix: Frito-Lay operates over thirty plants throughout the United States, each of which has relationships with individual suppliers.  Orders originate at Frito-Lay, and the suppliers then ship the raw materials to the plants via truck, rail, or ship.  Certain decisions concerning mode of transportation have been made due to infrastructure factors, though these factors are not necessarily limiting.

Strategic Issues

Due to recent changes in competition and information, companies today are being forced to reconsider processes that have worked for decades.  For firms in relatively slow-growth industries, lowering costs is essential to future success.  In its effort to lower costs and increase competitiveness, Frito-Lay has identified the shipping/receiving sourcing matrix as a potential area for significant cost reduction, and hence increased division profits.  Ideally, the findings could have profound effects on the shipping and receiving of potatoes, other commodities and FGI.

Current Problems

The decisions that created the present network of origin/destination (O/D) sets, the modes of transportation, and the shapes and amounts of raw materials during shipping could potentially be outdated and have recently come under some criticism.  Inefficiencies have been discovered and other inconsistencies are apparent.  Emphasis is being placed on rethinking the transportation and logistics system in an effort to most efficiently ship and receive raw materials.

Objective

The primary objective is to establish a current baseline of shipping/receiving operations.  The following metrics will be used to measure the degree of objective achievement:

· Precise costs of product delivery, including: cost per cube, cost per case, and cost per pallet where applicable.  Appropriate costs to be determined for the most important commodities; we will use Pareto analysis to determine the appropriate number of commodities.

· Precise routing, transit and cycle times 

· Preliminary identification of potential areas for improvement

Process Owners

Keith Thurgood and Mark Johnson

Organizations To Be Reviewed

A tour of a Frito-Lay plant has been discussed and recommended, with the expectation that a physical visit to the facility will further develop the consultants’ understanding of the workings of the shipping/receiving departments and the constraints around which the consultants will have to work in later phases of the project.

Methodology

The consultants will employ the following tools to aid them in their development of a recommended plan of action:


Brainstorming and interviews to learn about the current process.


Process mapping to graphically depict the inter-relationships between the O/D sets.


Brainstorming and interviews for eliciting ideas on how the process could be improved.


Software to aid in the establishment of accurate locations and travel distances.

Lead Coordinator

Keith Thurgood

Client Contact

Mark Johnson

Schedule

Begin on Wednesday, September 15, 1999, and end on Wednesday, December 8, 1999.  Weekly group meetings are scheduled for Tuesday afternoons for two hours each, with possible meetings on Wednesday evenings.  

Deliverables

· Written report of current baseline as described above

· Written report of routing, transit and cycle times and opportunities for further development and study

· Process map describing current Frito-Lay shipping and receiving practices

· Presentation of findings to Frito-Lay

· Weekly progress reports, detailing tasks completed during the week, percentage of project work completed, road blocks encountered, and outstanding issues

Reconciliation of Phase I with Remainder of Project

It is understood that the ultimate goal of the project is the development of a system/database capable of extensive ‘what if’ testing.  As such, the information gathered during Phase I should be collected and organized in such a way so as to facilitate the development of such a system.
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