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Executive Summary 
Ms Nok is advised to have close working relationships with all suppliers. It is recommended that she take the multi-sourcing approach as opposed to single sourcing approach. This is because, if a supplier cannot provide a certain type of stock, another supplier could. Therefore customers are not disappointed. This approach also allows Ms Nok to demand suppliers to meet the five performance objectives (Speed, Reliability, Dependability, Cost and flexibility). 
 The restaurant is bound to have two types of goods. Those with short-shelve life and those with long-shelve life. Thus, it recommended that she take a systematic approach. This approach uses previous selling patterns to forecast demand and thus, estimate the quantity of short-shelve life stock that should be stocked. If bought too much, stock will go to waste because it will not sell before the “use by” date. If bought too little, then customers may be disappointed. 
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Supply chain management
Supply chain management is the management of a network of interconnected businesses that work collectively to deliver a product or service from the raw material stage to the completed product ready to be delivered to the consumer.
Organizations like Nando’s and Gaucho Grill (similar to the restaurant that Ms Nok is to manage) recognize that effective management of their supply chain is important to the success of the Business. It helps them to build an efficient value chain where all parts of the supply chain add value to the organization. This is done by reducing cost through identifying parts of the supply chain where there is too much waste, building a system to minimize waste and using the money freed up to provide greater value to customers. 
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As Ms Nok is in the catering business, it is very important that she has a close working relationship with her suppliers. This is especially significant as it allows for “accuracy in data flow and short communication lines enabling on-demand delivery” (Opticon, 2009-2010), which is essential to the perishable foodstuffs with short shelf life. 
She could purchase stock from only a few suppliers (the partnership approach) rather than multisource (the bargaining approach). Establishing long-lasting relationships with few suppliers and working with highly efficient ordering systems, will improve customer service.   
Good relationships enhance communication, efficiency and speed (crucial when perishable foodstuffs are concerned) of the supply chain. Suppliers tend to be loyal towards an organisation when they are they are one of the few suppliers the company buys from. 


Other benefits of purchasing from few suppliers include greater dependency, higher confidentially and possibly better pricing, which can help Ms Nok be price competitive. The management of the procurement process is therefore improved.  
However, it is advised take Ms Nok purchases from multiple suppliers. Unlike the single sourcing approach, multi-sourcing gives her more power over suppliers. Such power may be in regards to prices, delivery times and speed, flexibility. Also, if one supplier fails to have items on stock or deliver, she can get her stock from another supplier. That way, she always has everything that is needed in stock, and customers are never disappointed.
If Ms Nok has power over suppliers, the she can demand quality products, flexibility in delivery times, speed in delivery, low cost, and dependability. 
Speed is crucial especially when demand fluctuates and stock runs out quickly. In such case, suppliers need to deliver stock to the restaurant quicly. Quality is also crucial because of the type of customers that will be using the restaurant, such as Nostovia government officials. Flexibility is important because customers’ needs are frequently changing so Ms Nok may require different products i.e. more seafood and less potatoes, more rose and less cranberry juice. Cost is very important. Ms Nok should get the best price deals, so that she can stay within the boundaries of customers’ acceptable price range. If the price is too high may be seen as unfair, if too low, quality may be questioned. 
Dependability is significant as Ms Nok can depend on the quality standards of certain suppliers. Thus she can guarantee quality to customers, because her suppliers guarantee quality stock. Table 1 illustrates characteristics of both sourcing approaches.





Table 1 - Advantages and Disadvantages of Single and Multi Sourcing in reference to Ms Nok
	Single Sourcing
	Multi sourcing

	· Possible discounts
· Efficient and easy updating of materials
· Strong durable relationships
· Greater dependency
· Higher confidentiality
· Increased prices from suppliers
· Vulnerable to disruptions

	· Demand five performance objectives 
· Different options if one supplier fails to deliver items
· Some suppliers may not feel commitment to the organization
· Poor service quality





In regards to stock of longer shelf life, it is advised that Ms Nok takes the systematic approach to sourcing, as opposed to the spot sourcing approach, which is more suited to perishable stock with short shelf life. 
The systematic approach enables her to ensure that stock is readily available by using previous selling patterns or the ABC classification of inventory items (derived from the Pareto 80:20 principle). 
”The 80/20 Rule means that in anything a few (20 percent) are vital and many (80 percent) are trivial” 
(Reh, 2010). 

Ms Nok can apply this principle because, in theory, 60-80 per cent of her annual expenditure will account for about 10-20 per cent of her inventory items. 
These are classified as A items and should be closely controlled so as to reduce overall inventory expenditure. In the case of Ms Nok, these items are likely to be the expensive fine wines. Class B items account for the next 20-30 per cent of items and 10 per cent total expenditure. While class C items comprise of the remaining 50-70 per cent of items, but by value represents only around 10 per cent of total expenditure. These items are likely to be items such as bread, can drink etc. Figure 1 illustrates this principle to Ms Nok’s case.
                                                            
Figure 1 - Pareto’s 80:20 principle in reference to Ms Nok
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Ms Nok is advised to use spot sourcing for the perishable food stuff with shorter shelf life as these items spoil quickly so holding them in large quantities can lead to waste. 
This approach to sourcing allows stock to be purchased based on the rate of when demand.  However, the aim of an effective supply chain is to ensure customer satisfaction. Thus, a balance has to be struck to ensure that there is enough perishable stock on shelves, so customers are always satisfied





As suppliers are a key part of Ms Nok’s business, it is essential that she chooses them wisely and constantly monitors them to ensure they are meeting high standards. If they fail to meet the required standards, then Ms Nok is advised to look at alternative suppliers. Table 2 below shows the factors that will affect her decision.

Table 2 – Suppliers Rating Criteria 
	Short- term ability to supply
	Longer-term ability to supply

	· Range of products or services provided
· Quality of products or services
· Responsiveness
· Dependability of supply
· Delivery and volume flexibility
· Total cost of being supplied
· Ability to supply in the required quantity
	· Potential for innovation
· Ease of doing business
· Long-term commitment to supply
· Ability to transfer knowledge as well as products or services
· Technical capability
· Operations capability
· Financial capability
· Managerial capability



Logistics
Ms Nok can keep her overall logistics cost down by purchasing from a few suppliers and ensuring that they are close to the restaurant. This will ensure that she does not have to pay as much delivery cost. The cost of delivering stock to her would also be reduced as suppliers would be close by, and thus motor carrier instead of ships or planes, which are far more expensive.






Push and Pull
Ms Nok would benefit highly from using the pull model, in regards to short-shelf-life products. This model would mean wastage would be significantly reduced, as items would only be purchased from supplier basedon the rate of demand. A system that would support this model is the Just-In Time (JIT) system. This system can be used to control stock and allows for delivery of stock when they fall below the reorder point and also enables stock to go straight into production without inspection. However, this requires the supply chain to be very well connected. 
“This can be achieved by integrating all quality-related functions and processes throughout the company” 
(Hollins and Shinkins, 2006, Pg.182).

However, the full JIT system can never be applied to Ms Nok’s restaurant, because it would involve getting ingredients and products from suppliers as soon as customers want them. This is impractical. However, in regards to the restaurant area of the branch, the last stage of the supply chain would be JIT. The food is prepared as soon as customers order it, but stock is required to prepare these.  
In order to maintain quality with the JIT system, she could select to work with suppliers that are certified by the ISO 9000 (discussed further later in this report).
An alternative model that Ms Nok can use is the push model. This model is suited for products with long-shelf-life. Items can be pushed to customers knowing that if these items are not in demand, they can be stored and sold at a later date. 
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It has been noted that there is growing number of EU, American and Japanese tourist in The Republic of Nostovia, and they make significant contribution to the national economy. 
“Massaki Imai warns that too much stress can be laid on the need to learn the techniques. He believes that simple steps using common sense can resolve 90% of quality problems”. 
(John Naylor, 2002, p. 508)

Therefore simple, straightforward approaches will be outlined and recommended to Ms Nok. If quality management is made to complex, quality suffers. 
Before any advise is given, it is important to look at the market, and that is customers from the EU, America and Japan. A study by Levine (1990) compared the pace of life in six countries. These were US, Britain, Japan, Indonesia, Italy, and Taiwan. The following diagram shows the results. 
Figure 2 
 (
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)The types of customers that are likely to come into Ms Nok’s restaurant have a fast pace of life. That means they expect things to be fast inside the restaurant. Thus, these expectations have to be met. 
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TQM is a management concept put forward by W. Edwards Deming. By applying this concept, errors in the provision of services are reduced significantly. 
“TQM is a long term strategy. The aim is to continuously improve the product or service, and this is known as Keizen”   
(Hollins and Shinkins, 2006, p152)


Once the restaurant starts its operations, Ms Nok should not expect overnight improvements by applying the recommended quality management procedures. The following table outlines two approaches to quality management. A recommendation as to which is recommended will follow. 
Table 3
	International Standard Organisation 9000
	PDCA (or Deming Wheel)

	ISO 9000 was introduced in 1987 and puts forward a model for managing quality. Recent series of the ISO 9000 are also applicable to the service sector.  This model is “process-based quality management system”. The ISO 9000 has eight principles that ensure customer satisfaction, see appendix 1.
These principles are: 

1. Customer focus
2. Leadership
3. Involvement of people
4. Process approach
5. System approach to management
6. Continual improvement
7. Factual approach to decision making
8. Mutually beneficial supplier relations


Figure 3 shows how the main provisions of the ISO 9000 (Table 4) work together in a process, which “converts customer requirements into both products and customer satisfaction” (John Nylor 2002). This process cycle that Ms Nok will repeat time and time again, so as to sustain high customer service and guarantee quality. 
	W. Edwards Deming developed on the PDCA model (figure 2) approach to improving quality, “Credited to Walter Shewhart in 1931” (Hollins and Shinkins 2006).  
PDCA stands for Plan, Do, Check and Act. 

Plan –operational process is designed or revised i.e. Standard communication network with suppliers.

Do – The plan is implemented, and then it is measured and its performance is analyzed.

Check – measurements are reviewed in order to identify what is good and what is bad about the process i.e. software keeps failing. These reviews the help Ms Nok make informed decisions. 

Do – Ms Nok decides what changes will be made to the process i.e. up-grade ICT systems.  If everything seems to be going well, the PDCA cycle is repeated. 
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Figure 3 – Deming Wheel applied to Ms Nok’s case
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Adapted from Managing Service Operations, design and implementation, 
by Bill Hollins and Sadie Shinkins, 2006

Plan
Ms Nok could consider and design an approach to Just In Time system (discussed earlier in the report). However, she must bear in mind that JIT will only work for restaurant orders. Shelve goods such as drinks and crisps, and ingredients such as rice and condiments, would have to be ordered in bulk way in advance.  
Do 
If she finds that she would like to apply the JIT system in a particular way, this is the stage where she does it. She keeps records to later review these and measure performance.



Check 
Ms Nok will assess the data collected in the “Do” stage and check if it is accurate. Performance of this new system will be inspected for faults.

Act 
If the system has problems, Ms Nok must decide on changes to be made, or to drop this approach to the system. If the system performs fine, the cycle repeats itself. 
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It is recommended, however, that Ms Nok uses the ISO 9000 approach. This is because the PDCA cycle can seem very simple. It often oversimplifies processes and misses important stages that are critical for continuous improvement. The ISO 9000 are a set of quality standards that would allow Ms Nok to ensure quality levels meet a certain criteria. Table 4 shows the provisions of the ISO 9000in relation to Ms Nok’s situation. 

 (
Quality management
 – Ms 
Nok
 will establish and implement a quality management system i.e. Virtuous cycles in quality improvement. This system must be documented properly and continuously improved. 
Management responsibility 
– Ms 
Nok
 as the manager of the branch, should provide evidence of her commitment to ensuring and continuously improve quality of service. Establishing policy that has a focus on customer satisfaction would ensure employees know the mission of the organisation. 
Resource management
 – Staff should be appropriately trained and they should be given the required equipment to do their job properly.  Their work environment should be up to Health and Safety standards so as to ensure their work safety as well as the quality of the service provided within the premise. 
Service realisation
 – all services and products sold within the restaurant should focus on meeting customers needs and wants, as well as their expectations. Origins of ingredients and other supplies must be to the specific requirements and traceable, and all suppliers must agree with these terms. 
Measurement, analysis and improvement
 
– Ms 
Nok
 should plan improvements to the operations process. Improvements should be measured, analysed and monitored frequently so as to ensure operations are running smoothly. 
 
)Table 4 – ISO Provisions, applied to Ms Nok
Adapted from operations management, second edition, by John Naylor, 2002

[image: ]Figure 4 – Process-Based Quality Management System
Adopted from the Economic Control of Quality Manufactured Product, by Walter Shewhart, 1931. 

Figure 1 shows how the main provisions of the ISO 9000 work together in a continuous cycle, and points out the importance of setting-up customer-focused policies. It is a two way process, Ms Nok ensures all staff commits to providing good customer service, whilst customer feedback can then help her improve policies without putting too much pressure on staff. 
When identifying key customer requirements, Ms Nok should consider the four performance objectives. These are quality (providing services without error. And ensuring customer satisfaction), speed (customers should not wait for longer than 10 minutes for restaurant orders), dependability (if customers are told the orange juice is 100% pure, it should be), flexibility (preparing food to specific customer requirements i.e. big difference between medium-rare and a well-done stake). All of this forms the input towards product realisation, where the product is prepared/produced and made available to customers. Once the product has been made available, the next stage is to measure and analyse the operations. 


If analysis indicates that customers are not satisfied, and/or service quality is not meeting standards, then the next stage in the cycle is a quality management system. This is referred to as “quality assessment”. It identifies the problem, tracks the source and provides a solution to the problem. 
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Quality assessment is about ensuring operations are working smoothly within an organisation. In this section, we assume that the restaurant is up and running. Table 5 is designed to make comparison between the quality assessment tools easier to understand. 
Table 5 
	Fishbone or Ishikawa Diagram
	Why-why Analysis 
	Quality Circles (QC)

	This tool helps identify root-causes of problems. For one particular problem, there may be multiple causes. Figure 5 assumes that customer complaints have gone up by 15%. The branches coming off the horizontal line belong to a category i.e. environment, and policies. These categories have aspects, which in turn, may be responsible for the problem. 

	Similar to the fishbone diagram, this is a structured tool identifies root-causes of problems at Ms Nok’s restaurant. It works by stating the problem and asks “why” it occurred, and it follows up each major possible reason. The process goes on until there are no more answers for “why” it occurred. Figure 4 illustrates this principle and assumes that the problem at Ms Nok’s restaurant is unsatisfied clients. 

	Quality circles are groups that gather to discuss quality and quality control problems at work, and how it can be improved. Ms Nok must bear these principles in mind. 
1 – Employees must volunteer. This makes use of staff that is concern with quality.

2 – Employees must receive training on quality control approaches and problem solving

3 – Ms Nok, as the leader, must be able to direct discussions and encourage everyone to contribute. 

4 – Ms Nok must take their suggestions into account and try them out. Otherwise, employees will just stop coming because she does not put their suggestions into practice. 
 










Fish-Bone or Ishikawa Diagram
Categories used in the service sector tend to be policies, procedures and people.
 (Hollins and Shinkins, 2006, 164)

[image: ]Figure 5

After having drawn this diagram, Ms Nok can go through each of the possible causes and check which of these is causing customers to complaint. For each problem there will be different “suspected causes”. For example, if there is too much wastage, would that be because of the life-time of the product, or how its handled, or storage or delivered. 
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Why-Why Analysis
[image: ]Figure 6

It is recommended that Ms Nok use of the why-why analysis for assessing quality. This is because fishbone diagrams allow for too many possible causes for a particular problem. Quality circles consist of motivating employees to take part in discussions. Most of the time, employees do not see that as their responsibility because they are not getting paid extra. Furthermore, quality circles do not establish the main possible causes. This is the reason why it is recommended that Ms Nok use the why-why analysis. It identifies the best possible causes for a problem, and unlike a fishbone diagram, these are not too many. This tool makes identifying a solution for the problem much faster than the other two options. 
The red boxes at the end of the diagram in figure 6 are causes, which Ms Nok cannot control (i.e. recession), and thus, she must be flexible. Blue boxes represent possible causes that she can control, and can eradicate to solve the problem. The purple box shows something that she cannot control, but can be affected by improving customer satisfaction (drawing customers from competitors). 
The diagram also shows that “cutting costs” seems to be the cause of certain operations failures. As a result sales are falling and competitors are benefiting. Dashed lines suggest a possible link. For example, there might be an ingredient shortage because of possible cost cuts. 
A solution would be to benchmark Ms Nok’s branch to those of competitors and see what they are doing good and what they doing bad. From this, Ms Nok can take advantage of operational areas they are not doing so good. 
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Ms Nok is strongly advised to multi source, as it provides greater reliability on the long run, and ensures all products are on stock for customers to buy. This approach also allows her to have more power over suppliers and thus she can demand suppliers to meet the five performance objectives, to her specifications. 
JIT system is a process that, without a doubt, must be looked into, but she as mentioned, the full system cannot be implemented. Efficient communication between Ms Nok’s Branch and suppliers must exist for this system to work. 
It is advised that Ms Nok makes use of the ISO 9000, which is perfectly applicable to the service sector. The provisions of the ISO 9000 form part of the model (figure 3). Which allows for continuous improvement of quality management. 
Ms Nok is advised to use the Why-Why analysis to assess quality in the branch that she has been given to manage. This is the most suitable quality assessment too. Figure 6 gives shows how effective this tool is, and how it can be applied. 
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1 – Customer Focus 
Placing the customer at the centre of all operations. Market research will identify customers’ needs, wants and expectations. These have a significant influence on the restaurant’s objectives. Customer satisfaction must be measured (i.e. if customers expect their food within 10 minutes, number of times these expectations are not met must be quantified), and prompt action on the results is crucial. 
2 – Leadership 
MS Nok must know the needs and wants of her workforce, to satisfy them and motivate them. Employees should know the restaurant’s goals and objectives, as well as future prospects. Ms Nok must recognise their commitment and effort and praise. Invest on training and provide opportunity for career development, as well as setting challenging targets. 
3 – Involvement of People
Ms Nok must ensure that employees understand the importance of their contribution in the restaurant. Ms Nok should encourage employees to accept ownership of mistakes and take on responsibility towards solving these. Employees should also be encouraged to seek opportunities for development i.e. chase a oromotion.  
4 – Process Approach 
 Ms Nok should give or delegate clear responsibilities for managing certain operational aspects i.e. Stock Counting.  and Stock levels. She must always consider risks and impact on suppliers and customers, before any decision is made, and evaluate benefits and drawbacks i.e. cancelling orders or changing suppliers. 

5 – System Approach to Management   
Ms Nok must provide clear roles and responsibilities and make sure these are understood so as to achieve common objectives. A system such as Quality Circles can aid achieving objectives. However, QC’s can only be applied once the restaurant is up and running, and improved through “measurement and evaluation”. 
6 – Continual Improvement 
Ms Nok must provide the training and tools required to continuously improve the level of service quality. Whenever improvement has been made, she must recognise it and praise, and establish a system to measure improvement such as reduced queuing time.
7 - Factual approach to Decision Making
Ms Nok must be able to rely on the data and information collected i.e. speed of service, average queuing time, reliability of communication systems, and frequency of damaged ingredients from suppliers. Such data must be accessible to those who require it such as HQ. Operational decision must be based on facts and not guesses. 
8 - Mutually Beneficial Supplier Relationships
Ms Nok must prioritise those suppliers who are most flexible in their working hours and want a long-term relationship. Communication must be clear and fast i.e. using the same ICT packages. She must encourage and recognise suppliers’ development, such as implementation of IT systems to improve on delivery delays and damaged goods. 
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