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CHAPTER 02

SUPPLY CHAINS AND BULLWHIP EFFECT
BUCHMEISTER, B.; PALCIC, I., PAVLINJEK, J. & POLAJNAR, A.
Abstract: Overall supply chain evaluation needs to include the Bullwhip Effect. The
Bullwhip Effect shows how small changes at the demand end of a supply chain are
progressively amplified for operations further back in the chain. It is understood that
demand forecast variance contributes to that effect in the chain. With this
understanding, the authors experimented with two cases: stable demand with a single
5 % change in demand, and changing demand in periodic 10 % increases and later
in the same decreases. Two stock keeping policies for all stages in the chain have
been studied: to keep in stock i) one, and ii) two periods' demand. Results are shown
in tables and charts. Increasing variability of production orders and stocks up the
supply chain is evident. The effect indicates a lack of synchronization among supply
chain members because of corrupt key information about actual demand. When we
understand the nature of supply chain dynamics, there are several actions concerned
with coordinating the activities of the operations in the chain, which is discussed in
the last part of the paper.
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