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Challenge is to manage, organize & control, ever greater 
numbers of people, who are increasingly distant

プレゼンター
プレゼンテーションのノート
Consider the major management initiatives that have swept corporations over the last decade. 
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Optimisation not a key management issue

プレゼンター
プレゼンテーションのノート
I
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In SCM, Optimization becomes management issue

プレゼンター
プレゼンテーションのノート
It’s worthwhile looking at these innovations in management thinking in more detail. 
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Period 1999 2001 ?2004+

In SCM, Optimization becomes management issue
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Evolution/adoption optimisation?
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Computing power enables optimisation

プレゼンター
プレゼンテーションのノート
Computing power adds two zeros per decade. 
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Enablers for management initiatives?
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The technology enablers for optimization to occur 
are in place. 
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Appropriate techniques 

Improvement Strategy depends on the issue
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Mathematical Programming 
Applications

♦Manufacturing/
Distribution
• Product Design
• Product Launch
• Planning/Scheduling

♦Services

• Asset Liability Mgt
• Lease Arrangements
• Risk/Return

♦All Sectors
• Pricing
• Location of sites
• Product Mix
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The Supermarket or the Bazaar?

Price ListCTP Engine

Applies: Airlines, Hotels, Car Rental, Process industry, 
where high proportion of fixed assets

Suppliers

Design

Support

Customers
Enterprise 

Applications

Competitors

No 
Application  
supports 
Pricing

♦ Higher price= greater profits

♦ Lower price = greater volume

♦ ~4% increase in revenue

プレゼンター
プレゼンテーションのノート
Talk to a marketing person, and they think only 4 things could: Product, Promotion, Place (distribution) and Price. 
Now great IT support for product design and manufacturing, for promoting and communicating with customers, for distributing the product. 
To date there are few applications that support intelligently pricing products. 
Yet airlines in particular, as we all know are masters of pricing. They face 2 issues: Sell at a high price, and risk empty seats – called spoilage loss, or sell at a low price and risk not mazimising revenue from high paying customers: called yield loss. 
Should manufacturers believe that they are really selling manufacturing capacity – selling a slot on a product line. Should their prices reflect expected capacity utilisation, what competitors are likely to bid, how the customer values your features and options. 
This is what the business school theorists advise. In practice, to make a start need to segment your customer data – requires about 13 months of history, and about 1,000 transactions per segment. 
Others especially the airlines, monitor the take up of flights, and adjust prices accordingly. 
Metreo, aimed at distributors, has a tool that understands the profitability of customers, of substitutes, cross sell opportunities, long term value fo customer – all factored into the price.  

United Parcels: has 60,000 customer contracts to renew annuall. Each customer has different cost of service, has different price sensitivity and particular competitors are known to be bidding. With this information, they raised revenue by about 4%, achieving an extra $240 million.
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Optimization: Next Steps?
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Log (computing power)

The computing power will soon arrive to enable more 
sophisticated optimizations



E n t e r p r i s e   a n d   A u t o m a t i o n   A d v i s o r y   S e r v i c e s   f o r   I n d u s t r y   E x e c u t i v e s12

Conclusions

♦The enabling technologies are in place

♦The number of potential applications 
are just limited by your imagination

♦Optimization could unleash the next 
wave of value creation
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Thank You

sbragg@arcweb.com

Presentation available

at www.arcweb.com


	Optimization-�it’s role in enterprise profitability�
	Evolution Of Management Initiatives
	Management Initiatives
	Management Initiatives
	Management Initiatives
	Evolution/adoption optimisation?
	Enablers for management initiatives?
	Appropriate techniques 
	Mathematical Programming Applications
	The Supermarket or the Bazaar?
	Optimization: Next Steps?
	Conclusions
	スライド番号 13

