OPERATIONS CONSULTING PROJECTS Fall 2003

The projects listed below are proposed by our clients for this semester.  

PROJECT #1:  Service supplier integration

Company:  Applied Materials

Contact: Larry Peruffo  


AMAT is moving a new business unit here which refurbishes our systems for sale to customers.  While they operate on the same ERP system (Oracle) that we do, they rely on some external databases for much of their work.  The project would involve reviewing their current business processes and systems, comparing it with the ERP utilization by the existing manufacturing operations, and recommending how the refurbishment business group should leverage the ERP.

PROJECT #2:  Medical Products Supply Chain Development 

Company:  Cardinal Health

Contact:  Joe McClain

Cardinal Health’s Medical Products and Services (MPS) segment believes that there are substantial opportunities associated with the development of replenishment functionality in Asia. The goal would be to develop the capabilities in Asia to replenish Asian based COGS directly to the distribution warehouse and bypass the existing replenishment centers.  In order to make the decision to move forward MPS senior management wants to better understand the supply chain functionality requirements and issues.  Part of this analysis would be a project to develop the “footprint’ for the MPS Asian supply chain. The inputs would be the volumes, products, and locations of suppliers, manufacturers and distributors.  The anticipated outcome would be the initial layout for the Asia project.  Additionally, it will be important for the project team to identify the types and location of supply chain functionality required to support the recommendation.

Background on Cardinal Health MPS: The Medical Products and Services (MPS) segment of Cardinal Health recorded Revenue of $6.4 billion for the fiscal year ending June 30, 2003.  A major portion of MPS’s revenue and profitability is derived from the sale of proprietary Cardinal branded medical supplies and medical devices.  The majority of the products in this segment focuses on the operating room environment and includes items such as surgical apparel, surgeon’s gloves, procedure kits, surgical instruments, fluid management devices, and respiratory therapy products.  The primary markets for MPS products are the US, Canada, Western Europe, Japan and Australia.   MPS self manufactures a majority of these products and has 32 manufacturing facilities around the world  (Europe, US, Mexico, Dominican Republic, Thailand, Malaysia, Australia, Puerto Rico). In addition to self-manufacturing, MPS sources a variety of finished products that are contract manufactured for MPS by non-affiliated companies.  Increasingly, the geographic trend had been in favor of Asia for the contract manufacturing activity.  

At present, approximately 25% of the Cost of Goods Sold (COGS) for MPS’s Cardinal branded medical supplies and devices originate in Asia.   A large portion of current Asia originated COGS come from the company’s glove manufacturing locations in Penang, Malaysia and Rayong, Thailand. A majority of the glove products go to the United States and Western Europe. These products are shipped in full container loads, with no respect to how the end use customer distribution takes place.   Increasingly, the company has increased the volume and complexity of contract manufactured products from China, and established a primary trading company in Shanghai earlier this year. Going forward, the company anticipates that the business activities in Asia will grow and become more complex.  The company estimates that 35 –40% of  COGS  will originate in Asia in the next 36 months.  Of equal importance, the company estimates that the numbers of SKU’s in Asia will more than double; additionally the number of direct contract manufacturers will grow by 50%. This increase will result from decisions the company is making to relocate activity to Asia from other worldwide locations, and a general increase in business activity.  

MPS is committed to the development of a global supply chain that can interdependently meet the needs of MPS’s global customer base.  At present, the majority of the supply chain functionality resides with the manufacturing / operations team at MPS’s headquarters in McGaw Park, Illinois.  A primary activity of this team is to liaise with the replenishment warehouses in the US and Europe to build orders/ loads for delivery to both company owned and independent distribution facilities.  The information technology and planning/ logistics functions complete this activity after the product has arrived at the replenishment centers. The primary replenishment centers are in Fontana, California, El Paso, Texas and Cleve, Germany.

PROJECT #3:  RFID technology as a future supply chain enabler
Company:  Texas Instruments

Contact: 
Tom Shields


Radio Frequency Identification (RFID) - The act of attaching an RFID tag / transponder to a physical item that can be easily and non-invasively read. The Uniform Code Counsel is one entity currently involved in developing global standards for this technology .  Both corporate and academia are heavily engaged in researching the potential of this technology.  Our objective would be for research and the development of a white paper that addresses the supply chain impact of RFID from supplier to customer.

