
THE IMPACT OF GLOBALISATION ON SUPPLY CHAIN MANAGEMENT

Globalization has created both opportunities and risks for companies, as the more connected economic environment
has brought more.

In any case, the firm may still want to source a limited amount of its inputs from less favourable suppliers in
other countries if it feels that maintaining an ongoing relationship may help in the future when strategies need
to be reversed. The ability to anticipate and address risk effectively has been severely handicapped by
complexity. In the end, a global marketplace has been both a blessing and a curse, to an extent. If the
economics are favourable, the firm may even go so far as to establish a supplier in a foreign country where one
does not yet exist. As competitive priorities in global products markets shift more towards product
customization and fast new product development, firms are realizing the importance of co-location of
manufacturing and product design facilities abroad. Now that manufacturers are outsourcing more work to
suppliers across the globe and are managing second and third tier suppliers, it has become difficult to track,
trace and monitor production. As you plan for the future and build on strengths, make sure you understand the
risks and threats that could cause you to lose competitive advantage. Companies use the state-of-the-art
markets as learning grounds for product development and effective production management, and then transfer
this knowledge to their other production facilities worldwide. In response to this diffusion of technological
capability, multinational firms need to improve their ability to tap multiple sources of technology located in
various countries. The Total Quality Management TQM revolution brought with it a focus on total quality
costs, rather than just direct labour costs. Becton Dickinson has built a global manufacturing network for its
disposable syringe business, with production facilities in the United States, Ireland, Mexico and Brazil.
Companies are outsourcing more aspects of their business to globally distributed supplier networks. This will
ultimately make your organization stronger and ready to take advantage of situations that cause others to
flounder. While new markets have opened up, greater risk now exists, which could potentially impact the
survivability of your company. Other industries such as pharmaceuticals and consumer electronics also have
taken this approach. This situation occurs regularly, such that it has now become a big challenge and new
source of risk to global manufacturers. Driving Forces of Globalization The last two decades have seen the
evolution of the global manufacturing environment. Geographical integration becomes possible not only
because of data processing and communication technologies, but also thanks to an excellent worldwide new
means of transport. There are three major factors that impact supply chain risk: Increasing supply chain
complexity, decreasing access to information and greater need for higher quality faster, all for a lower cost.
Thus, manufacturers hoping to capture global demand must introduce their new products simultaneously to all
major markets. Will they still be able to provide you with the necessary traceability and operational
intelligence so you can stay lean and remain a low cost provider? It plans to produce those vehicles at the
Vance plant and introduce them worldwide by  All of your executives need to be involved in this process. The
outline of the conceptual framework is given in Figure 1 below. Today, 3M manufacturing plants produce
goods for all of Europe and, in the process, realize significant cost savings. Product diversity has increased as
products have grown more complex and differentiated and product life cycles have shortened. A
state-of-the-art semiconductor factory, for instance, costs close to half a billion dollars. Guest post written by
Milosz Majta Milosz Majta is a senior business analyst at Apriso , a provider of manufacturing software
systems. In an environment that has become increasingly global in nature, there are more parties involved and
less information available at any point in the production process. Manufactures today need to manage multiple
product lines, which are each assembled from parts coming from different suppliers. This rationale explains
why Mercedes-Benz decided recently to locate a huge manufacturing plant in Vance, Alabama. The factors
shaping the global environment and driving the development of global operations strategies of multinational
firms fall into four categories: global market forces, technological forces, global cost forces and political and
macroeconomic forces. By implementing technologies that can increase visibility into the supply chain,
manufacturers can more easily collaborate and communicate with suppliers. As a result, the value of supply
chain visibility has increased significantly. Just as there are benefits and costs of globalization, there are
similar pros and cons of a global supply chain. Besides this the host government subsidies also become an
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important consideration. In certain product categories, such as Application Specific Integrated Circuits ASICs
, this was the main motivation for establishing design centres in foreign countries. These trends are clearly
apparent in many industries. Disk-drive companies were hit hard after key suppliers were knocked out of
commission.


