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Push vs pull strategy supply chain

Supply Chain Model Shifts Amid Pandemic Disruptions Push logistics models where suppliers create products based on market expectations are being replaced by pull logistics, which focuses on real-time customer demand. The pandemic has exposed vulnerabilities in supply chain systems, leading to inventory issues and delays. Companies have had
to adapt to a more agile, customer-driven approach, with many adopting multi-supplier strategies to minimize risks. However, this can come with higher costs and reduced volume discounts. End-to-end visibility is crucial for identifying bottlenecks, but consolidating data from multiple players into one platform is a significant challenge. Smaller
carriers often prefer not to disclose their routes due to concerns about pricing, while larger fleets may share data to optimize operations. The dynamic nature of the transportation market adds complexity to visibility efforts. Collecting and analyzing supply chain data can provide valuable insights for future planning, such as identifying patterns
around holidays or promotions. Supply chain management has become increasingly important during the pandemic, and having the right tools and solutions is essential for addressing these challenges. While the exact timing of a future "black swan event" remains uncertain, enhanced route planning and increased visibility can grant companies more
control over their supply chains. HERE is well-equipped to tackle complex problems, as Jensen explained: "We take into account all types of vehicles and provide the most effective transportation strategy from a time and cost perspective." Typically, companies have used manual processes for routing, relying on planners with pen and paper, Excel
spreadsheets, and personal expertise, which can be time-consuming. However, automated algorithms can efficiently handle various parameters such as time windows, job requirements, vehicle capabilities, range, traffic information, and more. This approach becomes particularly beneficial when dealing with large fleets and numerous drop-off and
pickup points. Moreover, it mitigates the risks associated with relying on a single person's knowledge by transferring that expertise into an automated system. Furthermore, fleet companies can enjoy benefits like reduced working hours, flexibility in accommodating late orders, and the ability to offer premium services such as real-time tracking and
notifications. HERE has successfully implemented bespoke solutions for companies including METRO.digital and Active Logistics, resulting in improved efficiency, reduced fuel consumption, and increased customer satisfaction. When combined with sensor technology and asset tracking, optimized routing can significantly enhance overall supply chain
visibility and efficiency. Location technology can make a driver's job easier, which is significant in regions with driver shortages. While there are no quick fixes, location tech can bring incremental gains leading to operational efficiencies and overall improvements. There are two approaches to managing the flow of goods and materials in supply chain
management: push and pull strategies. A push strategy focuses on predicting demand and producing products in advance to meet that demand. This approach is often used for products with predictable demand and a long shelf life. On the other hand, a pull strategy responds to actual customer demand by producing goods only when they are ordered.
This strategy is typically used for products with unpredictable demand or a short shelf life. The key difference between push and pull strategies lies in when production is triggered. Push strategies trigger production based on forecasts of future demand, pushing products through the supply chain to intermediaries and end customers before orders are
placed. Pull strategies, however, trigger production by actual customer orders, pulling products through the supply chain only when needed. The choice of strategy depends on several factors, including product type, demand predictability, and customer service levels. Businesses that sell predictable-demand products with long shelf lives may benefit
from push strategies to reduce inventory costs and improve customer service. In contrast, businesses that sell unpredictable-demand products or have short shelf lives may find pull strategies more suitable to reduce the risk of overproduction and increase flexibility. Many companies adopt a hybrid approach, combining elements of both push and pull
strategies. For example, they might produce products in advance to meet anticipated demand while also having a process in place to quickly increase production if demand exceeds expectations. Ultimately, the best strategy depends on specific business needs and goals. Implementing a pull strategy can help businesses minimize storage costs and
avoid the risk of producing obsolete items. By keeping products in stock only when customers order them, companies can enhance their customer service levels and reduce lead times. This approach also enables businesses to take advantage of economies of scale by producing larger quantities in advance, leading to lower production expenses and
higher profits. However, a push strategy can be detrimental to businesses due to its reliance on demand forecasting. Overproduction can result in excess inventory, increased storage costs, and the potential for products to be sold at discounted prices. Furthermore, push strategies often hinder flexibility, making it challenging for companies to
respond to changes in demand. In contrast, pull strategies optimize production by aligning it with actual customer demand. This approach reduces the risk of overproduction and minimizes excess inventory, leading to lower storage costs and higher profits. Additionally, pull strategies increase flexibility, allowing businesses to quickly adapt to changes
in demand. Despite its benefits, a pull strategy may also have drawbacks, such as longer lead times due to the need for businesses to wait for customer orders before starting production. Pull strategies can be more complex to implement and manage than push strategies, and they may result in an increased risk of stockouts if demand unexpectedly
exceeds supply. Ultimately, the most effective strategy for a business will depend on factors like product type, demand predictability, and desired level of customer service. While some businesses might benefit from using a push strategy, especially those selling products with predictable demand and a long shelf life, others may find success in
adopting a pull strategy or combining elements of both approaches to achieve the best results. A supply chain strategy is essential for businesses to manage their production and distribution of goods effectively. Two primary strategies are the Push and Pull approaches. The Push strategy involves forecasting demand and producing goods in advance,
while the Pull strategy relies on actual customer demand. The Push strategy has benefits such as control over production schedules and reduced reliance on immediate customer feedback. However, it can lead to excess inventory if forecasts are inaccurate and product obsolescence if trends are fast-moving or perishable. On the other hand, the Pull
strategy is more responsive to market changes but may not provide the same level of control as the Push approach. For businesses, understanding the differences between these strategies and determining which one suits their needs is crucial. A pull supply chain strategy focuses on responding to customer demand in real-time, rather than relying on
forecasts or predictions. Unlike a push strategy, which involves producing goods based on anticipated demand, a pull strategy only produces goods when customers place an order. This approach offers several benefits, including greater flexibility, reduced risk of overproduction and excess inventory, lower storage costs, and less wasted product. In
industries with rapidly changing trends, such as fashion or tech, a pull strategy can be particularly effective in ensuring timely production and meeting customer needs. However, a pull strategy also has its drawbacks. It can be less efficient when there is high variability in customer demand, leading to delays or missed sales opportunities if orders are
not fulfilled promptly. Additionally, maintaining consistent inventory levels and optimizing production schedules can be more challenging with a pull strategy. The key differences between push and pull supply chains lie in their approaches to demand management and inventory control. A push system relies on forecasts and predictions, while a pull
system responds directly to customer demand. This distinction is significant, as it affects how inventory is managed and can impact the suitability of each approach for different industries. A push strategy may be more suitable for predictable industries with steady demand, such as everyday household goods. In contrast, a pull strategy is better suited
for dynamic markets with rapidly changing trends, where customer preferences are highly variable. By aligning production directly with actual customer needs, businesses can reduce inventory costs and ensure timely delivery of products. Ultimately, the choice between a push and pull supply chain model depends on the specific needs and
characteristics of your business. A Balanced Approach: Combining Push and Pull Strategies in Supply Chain Management To achieve operational efficiency, businesses can adopt a hybrid supply chain strategy that integrates both push and pull approaches. By understanding which products require flexibility (pull) and predictability (push), companies
can create an optimized system that aligns production and inventory management with demand cycles. Supply Chain Strategies in the Tech Industry Must Adapt Quickly to Changing Demand Technology companies often rely on complex supply chain strategies that adjust rapidly to shifting consumer preferences. A "pull" approach, where production
is based on real-time demand, is ideal for products like smartphones, but can be challenging due to unpredictable fluctuations in demand. In contrast, a "push" strategy, where manufacturers produce goods ahead of time and store them in inventory, may be more suitable for stable products like cables and chargers. However, this approach also
carries risks such as overproduction and stockouts. To mitigate these challenges, companies can leverage automation and Al to improve demand forecasting and real-time order tracking, making both push and pull models more effective. By adopting a flexible supply chain infrastructure that can quickly respond to changing needs, businesses can
minimize the risk of inventory surplus or obsolescence, ultimately improving customer satisfaction and profitability. Choosing the optimal supply chain strategy is vital for streamlining operations and meeting customer expectations, as both push and pull approaches offer unique benefits depending on the business model, industry, and product type.
The push model excels when demand is predictable, whereas the pull model thrives in environments where flexibility and customer-driven demand are crucial. In many instances, a hybrid approach may be necessary to strike a balance between control and responsiveness. Ultimately, understanding market dynamics and customer behavior is essential
for guiding decision-making. It is crucial to carefully assess business needs and resources, and be prepared to adapt as conditions evolve over time. Key differences between push and pull supply chains lie in their forecasting and planning approaches, with push strategies relying on predictions and pull strategies responding to actual demand. While
small businesses can benefit from pull models by minimizing inventory costs and adapting to changing customer preferences, hybrid strategies may not always be the best option, as they are better suited for companies with diverse product lines or those requiring both predictability and flexibility. Technology, including predictive analytics and real-
time data tracking, can enhance both push and pull systems by improving forecasting, inventory management, and responsiveness. In fast-paced industries, pull strategies or hybrid approaches are often more effective due to their ability to quickly adapt to shifts in demand. Understanding the contrasts between push and pull supply chain strategies is
essential for effective operations, particularly in environments with fluctuating customer demands. A push system anticipates supply chain operations based on forecasts, focusing on warehousing and transportation, while a pull strategy responds directly to customer demand, ensuring flexibility and efficiency. The effectiveness of these strategies
depends on factors such as demand uncertainty, forecast accuracy, and data quality. Companies that adopt the pull strategy prioritize customers' needs, responding quickly to changes in demand rather than relying on predictions. This flexibility helps meet immediate customer requirements, enhancing overall experience. The approach addresses
sudden shifts in demand, minimizing stock and focusing on last-minute supply. By building products only when justified by customer orders, companies like those producing custom computers minimize excess inventory. A pull strategy can also reduce costs by holding minimal unsold inventory. However, without careful planning, a company risks
losing its supply chain if it fails to increase production in line with demand. Real-world examples, such as Walmart's hybrid push-pull system, demonstrate the effectiveness of these strategies in achieving customer satisfaction and reducing waste. Both push and pull strategies can help mitigate the bullwhip effect, smoothing out fluctuations in orders
that often occur throughout a supply chain. Technology plays a crucial role in both push and pull systems. In a push strategy, Al and machine learning improve forecasting accuracy, enabling better inventory planning. For pull strategies, IoT enhances real-time visibility into customer demand, triggering production or delivery exactly when needed.
Blockchain technology provides a secure and transparent way to track goods, reducing risks and improving trust. Inventory management differs between push and pull systems. A push strategy relies on maintaining safety stocks to buffer against forecast inaccuracies and sudden demand changes, using techniques like EOQ to balance order size and
frequency. In contrast, a pull production strategy employs JIT inventory, producing or ordering goods only when actual demand warrants it, requiring accurate demand sensing and quick response capabilities. Risk management in supply chains also differs between push and pull systems. A push strategy often relies on maintaining safety stocks to
mitigate risks, while a pull strategy focuses on minimizing stockholding costs through timely and accurate demand sensing. Push strategies in supply chain management involve maintaining a safe stock, which can guard against supply disruptions, but may lead to overproduction if demand forecasts are inaccurate. On the other hand, pull production
strategies rely on actual demand, minimizing overproduction and stockholding costs, but require a robust system to prevent stockouts during sudden demand surges or supply interruptions. Choosing between push and pull strategies depends on various factors, including business model, product nature, demand predictability, market volatility, and
real-time data management. For predictable demand patterns, push strategies can be effective, while for highly volatile markets, pull strategies may be more suitable. The choice of strategy should be based on a comprehensive analysis of capacity for demand forecasting, understanding supply chain partners' and market volatility, considering product
lifecycle, and assessing real-time data management capabilities. By implementing a well-thought-out strategy, businesses can optimize their supply chain operations and improve customer satisfaction. Implementing a push strategy involves steps such as accurate demand forecasting using historical data, predictive analytics tools, and market trends;
inventory planning based on production and demand forecasts; production scheduling to match forecasted demand; distributor/retailer engagement for effective communication and coordination; and regular monitoring and adjusting of the system. Adjustments to Your Push Strategy A push strategy's effectiveness relies on adapting to changing
market conditions. It demands robust data collection infrastructure, space for analysis, and communication with production processes. Predictability in future demand is also crucial. When implemented correctly, a push strategy optimizes supply chain efficiency and utilization. Implementing a Pull System A pull system focuses on actual customer
demand, providing flexibility and responsiveness to the supply chain. Implement it by: - Using real-time data collection for customer demand sensing - Integrating point-of-sale data, online traffic analytics, or customer feedback - Establishing real-time communication with suppliers and manufacturers - Adopting Just-in-Time (JIT) inventory approach to
produce or order goods as needed Supplier Engagement is key to a pull strategy. Continuous monitoring of performance indicators like lead times, order fulfillment rates, and stockout rates helps optimize the strategy. Benefits of Pull Strategy While it requires real-time data visibility and coordination, a pull strategy reduces waste, minimizes
stockouts, and improves customer satisfaction. It's particularly effective in volatile markets or for products with short lifecycles. Conclusion In a rapidly changing world, supply chain strategies must adapt to meet customer demands. By implementing a well-planned and capacity-optimized supply chain, retailers can create an efficient and responsive
network that benefits the economy. ShipHero Fulfillment Solution ShipHero is a leading solution provider in eCommerce fulfillment, serving over $5 billion of orders in 2020. Their outsourced fulfillment solution offers warehouse management software and North American warehouses for brands operating their own warehouses or using ShipHero's
services.
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