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5. Explain how the global supply chain functions of
(w) logistics and (B) purchasing can be used to
strategically leverage the global supply chains fora
manufacturing company producing mobile phones.

6. What type of interorganizational relationship should a
global company consider in the (#) inbound portion of

Use the gEobdlEDGE website (globaledge.msu.edu) to

complete the following exercises:

1. The globalization of production makes many people
aware of the differences in manufacturing costs
worldwide. The U.S. Department of Labor’s Bureau of
International Labor Affairs publishes the Chartbook of
International Labor Comparisons. Locate the latest edition
of this report, and identify the hourly compensation
costs for manufacturing workers in China, Brazil,
Mexico, Turkey, Germany, and the United States.

" David Beckham, Freja Beha, Beyonce, Glsele Bilndchen, Georgla May Jag-
ger, Miranda Kerr, Madonna, Vanessa Paradis, Katy Perry, Lana Del Rey,
Rikianna, Anja Rubik, and so many more. Yes, it sounds like a fist of celebri-
ties and they aret These celebrities represent just a partlai Hst of really
well-known people around the workd who have worked withh H&M (do you
recognize all of them?). But, let's move on from the “name dropping” to
Hernas & Mauritz, or H&M as it is more commonty known, H&M Is a Swed-
ish multinational retail-clothing giant known for its fashion clothing for
women, men, teenagers, and children. H&M has effectively used superstar
celebrities like David Beckham, Bayoncé, and Glsele Biindchen for years o
carry their advertising message worldwide. Behind the scenes, HEM's
giobal supply chains are equally well orchestrated and are as high pow-
ared as Its advertising campaigns.

H&M Hennes & Maurltz AB is now the fuli name of the company (it
started simply as "Hennes" in 1947 In a small Swedish town calied
Visteras), The idea for the company emerged when, in 1946, Ering Pers-
son, the company's feunder, came up with the Idea of offering fashionable
clothing at relatively low prices white fio was on a business §rip to the
Unitett Stales. At that time, Erling Persson decided to focus on womes's
ciothing only, and "Henes,” which means “her” or “hers” in Swedish, was
started, A couple of decades later, in 1968, Hennes acquired the building
and inventory of hunting equipment retailer Materitz Widforss. A supply of
men's clothing was aiso a part of the inventory. This resulted in menswear
being inciuded in the company’s coflection—and gave birth to Hennes &
Maurits {H&M). H&M now has some 3,200 stores in 54 countries and ap-
proximately 116,000 employees. it is the second largest clothing retailer in

2. The World Bank's

its supply chains if the goal is to buy commodity-
oriented component parts for its own production and
() outbound portion of its supply chains if the goal is
to establish a strong partnership in reaching
end-customers?

Logistics Performance Index (LPD
assesses the trade Jogistics environment and
performance of countries. Locate the most recent LPI
ranking. What components for each country are
examined to construct the index? Identify the top 10
logistics performers. Prepare an executive summary
highlighting the key findings from the LPL How are
these findings helpful for companies trying to build a
competitive supply chain network?

} Pedestrians walk past a H&M store In Singapore.

the world after Spain-based inditex (parent company of ZARA) and ahead
of 11.5.-based GAP Inc.

HRM Hennes & Mauritz AB comprises Six ditferant brands, although the
H&M brand Is the most recognizable worldwide. The other brands are COS,
Monki, Weekday, Cheap Monday, and & Other Staries. H&M designs sus-
taiaable fashion for all people at refatively modest prices and salis its prod-
ucts In 54 countries and onfine in an additional 10 markets. COS explores
the concept of style over fashion and selis its products in stores ang onfine
in 38 countries. Monki is promoted as a fashion experience and is offered
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In 3¢ markets In stdree and nnilne Weekday Is a jeans-focused fashlon

destination with: salesin25 markets. [Chaap Monday camblnes “influences -
culture with a catwalk vibe” and is offered i

from street fas .
some 20 markats, The Iast brand called “& Other Staries,” was latniched
in 2013 and fdcusee_ _personal expresslon and styling, with avatability In

17 markats, The culiectlun of these brands, driven by the H&M colfection

and its footprint in 64 countrles presents a unique globel supply chaln

chailenge for the company.

. The cofiections of clothing are created by a team of 160 In-house.de-
stgpers and 100 pattern makers, The design and pattem team Is {arge and

Tepresenting different age groups and nationalities. H&M Hennes

urltz AB's (H&M from now on) design process is about “striking the

: ;right balance between fashion, quality and the best price . . . and it always
‘involves sustainability awareness.” H&M does not own its own factoiles
but Instead works with areund 900 Independent suppliers Io imp!ement

sustatnablli
strives tepro
ronmental impa

ruughnu! the'fdotprint that it makes wurldw:de

Note: Elements of the sections on Strategic Roles for Production Facili-
ties; Make-oﬂaBuy Decisions; Global Supply Chain Functions; Coordi-
nation in Global Supply Chains; and Interorganizationai Relationships
ave drawn from Tomas Hult, David Closs, and David Frayer (2014),
Global Supply Chain Managenent, New York: McGraw Hill,

L. T. Hult, D. Closs, and D, Frayer, Global Supply Chain Manage-
wment; Leveraging Processes, Measurements, and Tools for Strategic
Corporate Advantage (New York: McGraw-Hill Professional,
2014).

2. D. A. Garvin, “What Does Product Quality Really Mean,”
Sloan Management Review 26 (Fall 1984), pp. 25-44,

3. See the articles published in the special issue of the Amdemy
of Management Review on Totad Quality Management 19, no. 3
(1994). The following article provides a good overview of
many of the issues involved from an academic perspective;
J. W. Dean and D. E. Bowen, "Management Theory and
Total Quality,” Acadery of Management Review 19 (1994),

pp- 392-418. Also see T, C. Powell, “Total Quality Manage-
ment as Competitive Advantage,” Strutegic Managenent Jour-
nal 16 (1995), pp. 15-37; and S. B. Han et al,, “The Impact of
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te:lasting Improvements:In worklng cendll[ens and envI- E

Thrdugh lls 9ﬂ0 suppliers the cempany : ednnected to seme 1,900 fac!n-

i cern.aceessed Apill 12, 2014; L Slegle “sHEM
The, New Hema o Eﬂllcal ‘Fashlon?”".The Obsarver, April 7; 2012..G; Pefro, “The

_ Futre'of Fashion Heiailie_g~'mThe H&M Appmaeh " Forbes, November 5, 2012; K,

Stock, *H&M's New Store Blitz Move's Faster Than its Digital Expansion,”
Bfoemberg ‘Birsingsswee - March 17, 2014 and:M; Kerppola; R; Moody, - Zheng,
and A; L, "HEM’s: Glo!qal Supply Ghaln Manegement Sustalpablfity: Factories and

Fast Fashion. Glabalans, a.dIvisfon of the.w Illam Davldson Insdtute atthe
'Feb IV §

IR L el
1. Doeslt surprlse you. mat the secnnd Iargest ciutmng re!alier Is only
selling in s!ores. 13 pll eddit!dna{ 10 ceun!rles
onlne? Why de- you ihink it is nnt cevering' mofe of the world S
countries? .

H&M does not own any of the' factorles that prdduee_lts clothes.
Instead, it refles on some 1, 900 factorles: and 900 suppllers to create
what its team designed. Tnese factdrles and _suppller__ are'moslly i
Europe and Asfa, How can HaM ensiira tha !e cusmmers recelve ihe
quality expected in the clothing? - .
H&M stresses sustainability in its prometienal eempasgns Huw can it
ensure that the working conditions are apprepriaie fea' the 1.6 million
pecple that serve In its supplier retwork? Is:it everi I-E&M 's1ole to
ensure that the working conditions and: envirunrnental lmpaet are

n

o

L great In every market It engages In?

; -"Shnu!d it expand to more than !he 64 countiies | Ith stores and
10 onllna) that it is In now? Sheuld it cuntrel mure of the glehal suppty .
- chalns?. .

IS0 9000 on TQM and Business Performance,” Journal of
Business and Economic Studies 13, no. 2 (2007), pp. 1-25,

4. For general background information, see “How to Build
Quality,” The Economist, September 23, 1989, pp. 91-92; A.
Gabor, The Man Who Discovered Quality New York: Penguin,
1990); B. B. Crosby, Quality Is Free (New York: Mentor, 1980);
and M, Elliot et al., “A Quality World, a Quality Life,” Indus-
trial Engineer; Janaary 2003, pp. 26-33.

5. G.'T. Lucier and S: Seshadri, “GE Tikes Six Sigma beyond
the Bottom Line,” Strutegic Finance, May 2001, pp. 40-46;
and U. D. Kumar et al,, “On the Optimal Selection of
Process Alternatives in a SD( Sigma Implementation,” Inter-
national Journal of Production Economtics 111, no, 2 (2008),
pp- 456-70.

6. M. Saunders, “U.S, Firms Doing Business in Europe Have
Options in Registering for ISO 9000 Quality Standards,”
Business America, June 14, 1993, p. 7; and Han et al,, “The
Impact of ISO 9000."

7. G. Stalk and T, M., Hout, Comepeting against Time (New York:
Free Press, 1990),



