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Abstract In general and through the three functions of Marketing, Operations and Finance, value for the customer is
created. However, firms seldom create this value by themselves. Instead, they rely on a variety of suppliers who provide
everything from raw materials to accounting. These suppliers when taken together can be thought of a supply chain.
AZADEA Group is one of the retail business leaders in the Middle East welcoming shoppers at its different stores formats
spread through almost 40 brands and many different sectors. Being so diversified, AZADEA had a huge challenge in setting
aunified supply chain process, thus, the Group and through its professional team was able to set a detailed list of requirements
to be followed in order to consolidate its data and to manage properly the flow of merchandise from the source to the
destination. This research will describe how it is done through a vast literature review. The purpose of the research is to
provide insights into the importance of the supply chain strategy and ERP integration for AZADEA group. This will ensure a
proper integration and will highlight the flow of information of the supply chain helping the group to minimize the inventory
cost and being a competitive Advantage. Also, The Electronic Data interchange (EDI) will contribute in the replenishment
during the season and the analysis done over the historical data identify the best/worst selling items per shop and define the
forecasted order of the upcoming season. The optimization is highly recommended to maintain a sustainable workflow of the
supply chain along to the forecasted expansion. To achieve our goal, a secondary data will be used. Results found showed that
Although AZADEA Group has developed an ERP system within its community, where a clear vision is possible at all stages
to improve the communication between different parties internally and with the supplier externally, the Group is still in need
to go further in the development of applications to optimize its resources.

Keywords  Supply Chain Strategy, Enterprise Resource Planning (ERP), AZADEA, e-Business, Networking,
Technology, Workflow, Electronic Data Interchange (EDI)
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e Home Furnishings: Mood, Singways and Zara Home.

1. Introduction

AZADEA Group, a company owned by the DAHER
brothers origin from Lebanon grew during the last 10 years
aggressively in the Middle East operating in more than 15
countries such as Lebanon, United Arab Emirates, Bahrain,
Qatar, Kuwait, Jordan, Oman, Turkey, Erbil, Kingdom of
Saudi Arabia, Kazakhstan, Algeria, Egypt, etc..., by
integrating as well new brands within several sectors

covering almost 167,000 SQM within 409 shops.

Azadea Group is one of the retail business leaders in the
Middle East welcoming shoppers at its different stores
formats spread through almost 40 brands and six different
sectors.
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e Multimedia: Virgin Megastore.

Being so diversified, AZADEA had a huge challenge in
setting a unified supply chain process, thus, the Group and
through its professional team was able to set a detailed list of
requirements to be followed in order to consolidate its data
and to manage properly the flow of merchandise from the
source to the destination.

2. Literature Review

The term Supply Chain Management has been created
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early in 1982 by two consultants: Oliver and Webber — The
supply chain is defined as a mission of logistics to become a
top management concern since “....only top management
can assure that conflicting functional objectives along the
supply chain are reconciled and balanced.... And finally, that
an integrated systems strategy that reduces the level of
vulnerability is developed and implemented” [1].
The constituents of the Supply Chain Management are:

- The management philosophy

- The target

- The objectives

- The tools used to achieve these objectives

“In a broad sense a Supply Chain consists of two or more
legally separated organizations, being linked by material,
information and financial flows” [2]

Competitiveness and customer service are considered as
the highest standards to be followed for an ultimate
achievement of a supply chain set goal. The reduction of the
cost, increase of flexibility with respect to changes in
customer demands or by providing high quality of products
and services, are to be considered for a competitiveness
improvement. The network integration along to the
coordination of information material and financials
workflow is selected as main components of the Supply
Chain Management. According to a survey conducted by [3]
there are 3 elements of customer service:

- Pre-transaction, Transaction and Post transaction
elements.
The integration is the collaboration in the long term of the
below main building blocks:

- Selection of partners, Network organization and
Leadership and inter-organizational.

The stability of a supply chain depends economically on
its entities. Even if they are legally independent, the structure
of a supply chain will stay steady, only if there is a win-win
situation for each member at least in the long run. At short
term, it should be compensated through a compensation
schemes based on the usual price mechanisms.

To implement the consistency of the supply chain
members, several types of relationships may be used:

- “Technical bonds which are related to
technologies employed by the firms.

- Knowledge bonds related to the parties knowledge
about their business

- Social bonds in the form of personal confidence

- Administrative bonds related to the administrative
routines and procedures of the firm.

- Legal bonds in the form of contracts between the
firms” [4].

The main actor forming a supply chain is “Leadership”; it
is a fragile topic in light of the supreme of self-organizing;
Regardless of the advantages attributed to a supply chain, we
should keep in mind that its structure is susceptible- the exit
of one collaborator may put at risk the survival of the supply
chain as a whole; Also, an associate may run the threat of

the
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becoming unappealing and to be substituted by a competitor
once he identified how he has been distributed within the
supply chain. The organization of information includes 3
main processes:

Communication technology and information dispatch,
Process direction and advanced planning.

The progresses in the information technology (IT) made
the procedure of information at different phases in the supply
chain possible; the large storage space devices allow the
storage and the retrieve of historical group data; therefore,
the Data Warehouses may now be used for a better analysis.
The communication through the electronic data interchange
(EDI) can be recognized through private and public networks,
the most known one being the Internet. The communication
links are distinguished according to the below 3 parties:
Business, Consumer and  Administration. Two
communication links are defined:

1. Business-to-Business (B2B), it allows the companies to
redesign and automate processes, the enterprises might
use the network such as the internet as based
marketplaces; the latter can be categorized through 4
characteristics:

e The specifications of the supplies

e The period of the relationship

e Pricing matrices

e The unfairness if an e-hub, which may support either
the seller, the buyer or take a neutral position.

2. Business-to-Consumer (B2C), it releases a new
marketing channel to end consumers and offers a funds
for incorporating end users within a supply chain, as
long it is friendly used through the access to the
information related to the goods and services , mode of
payments, cost of carrying, shipping and customer
services after sale.

The orientation method manages all the activities involved
in the customer order in the most efficient way. “Key
performance indicators (KPI) can reveal weaknesses,
bottlenecks and waste within a supply chain, especially at the
interface between its members [5].

As [5] puts it “streamlining cross-company processes is
the next great frontier for reducing costs, enhancing quality,
and speeding operations”.

The advanced planning system includes long-term,
mid-term and short-term planning levels. An Advanced
Planning System (APS) is divided into several elements;
efficient information run between these modules to make it a
coherent software system. The Enterprise Resource Planning
(ERP) system sculpts the different planning tasks
insufficiently. These planning jobs are executed successively
without allowing for reviews to upper-level decision makers.

Even though the APS modules are separated in several
modules, APS are planned to adjust the imperfections of
ERP systems through a closer combination of modules,
adequate redesigning of bottleneck capacities, a hierarchical
scheduling concept and the use of the latest technical
developments.
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To operate successfully a supply chain, the below
components are highly required:

- Logistics and transportation

- Marketing

- Operations Research and Development

- Organizational performance, industrial association
and operation cost

- Procurement

- Inventory Control

The below mechanisms contributes in the incorporation
and coordination of different functional elements that existed
before the creation of the term Supply Chain Management in
1982.

- Channel research (Alderson, 1957)

- Collaboration and cooperation (Bowersox, 1969)

- Location and control of inventories in
production-distribution networks (Hanssmann,
1959)

- Bullwhip effect in production-distribution systems
(Forrester, 1958)

- Hierarchical production planning (Hax and Meal,
1975)

Over the past decade, companies across a large range of
industries have been focusing their competitive strategies on
leveraging the competencies and inventive capabilities to be
found in the groups of customers and suppliers constituting
their business supply chains.

Today academics, consultants and practitioners alike have
come to understand that the capacity of companies to
continuously reinvent competitive advantage depends on the
ability to look outward to their supply chains in the search for
resources to persuade the right mix of competencies that will
resound with their own organizations and core product and
process strategies.

Competitive advantage in tomorrow’s environment will
go to those enterprises that can consistently anticipate and
implement customer-winning supply chain competencies,
while discarding those that have become commodities or
easily copied by the competition.

In today’s business environment, no enterprise can expect
to build a successful product, process, or service advantage
without integrating their strategies with those of the supply
chain systems in which they are inextricably entwined.

In the past what occurred outside of the four walls of the
business was of secondary importance in comparison to the
execution of strategies designed to effectively manage
internal engineering, manufacturing, marketing, sales, and
finance activities.

The measure of success in a company, it is its ability to
look out of its channel associations to gain admittance to
sources of unique competencies, physical resources, and
marketplace value.

“What has caused this awareness of the
“interconnectiveness” of once isolated and often adversarial
business occupying the same supply chain? What forces
have obsolete long-practiced methods of ensuring corporate

governance, structuring business, and developing strategies?
What will be the long-term impact on the fabric of business
ecosystems of an increasing dependence on channel
partnership? What are the possible opportunities as well as
the liabilities of channel alliances? How information
technology tools like the Internet should be integrated into
supply chain management, and what new sources of market
winning product and service value will be identified? [6].

The supply chain event management (SCEM) offers
timely event-related information that can be used to
recognize and adjust disorder and malfunctions in
operational supply-chain processes. A proactive SCEM
system that sticks to necessities resulting from the
insufficiencies of current SCEM solutions can considerably
reduce supply-chain troubleshooting costs. “Several
mechanisms  for proactive SCEM are proposed,
encompassing concepts to gather data on suborders in inter
organizational settings, focus on proactive monitoring
activities with classified critical order profiles, and analyze,
interpret and distribute information employing fuzzy logic.
Agent technology is shown to be suitable for implementing
proactive SCEM concept is evaluated by means of a
prototype implementation for a logistics service provider.
The results show that the costs of information and
monitoring processes can be reduced substantially”.
Proactive Supply-Chain Event Management with Agent
Technology [7].

Abnormalities and troubles produced by the active
situations and doubts of fulfillment processes threaten the
benefits of optimized plans for supply chains. Inescapable
variances in processing time and processing quality may be
the cause of delays in the production processes and other
irregularities. The interruption due to the machines’
malfunctions, failures in handling it, the inaccurate picking
in the warehouses, or any other external reasons like traffic
overcrowding have a serious impact on the fulfillment of
orders within a supply chain. There is a tremendous need for
proactive assembly and communication of information to
overcome such events across supply chains. This would take
place as part of an inter organizational information exchange
so significant for today’s forms of collaboration in supply
chains. Supply chain event management (SCEM) systems
assure the beating of these problems. The term “supply chain
event management” coined by AMR Research in 2000 [8],
refers to systems that monitor events in supply chains (e.g.
milestones, disruptions) and react according to predefined
business rules (e.g., sending e-mail alerts).

Traditional tracking systems, the predecessors of SCEM
systems, are widely implemented in logistics service
provider (LSP) networks. They follow orders within the
borders of a single corporation and generally do not offer
practical alert mechanisms. Similar approaches to production
control are also characterized as inaccessible systems
without event-management competences.

Current SCEM systems from companies like SAP, 12 and
Manugistics, and specialized vendors like Saltare or Velocity
have additional capabilities for reacting to critical events.
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“An overview of SCEM functions is given by AMR
Research in 2000:

e Monitoring: Identification of events during
fulfillment processes (e.g. production, warehousing,
transportation).

e Notification: Generation of alerts and
communication with actors or systems based on
event information.

e Simulation: Simulation of effects of disruptive
events on supply-chain performance, and
simulation of consequences due to managerial
reactions.

e Measurement: Supply-chain performance
measurement over a longer period.”

SCEM software collects input from the planning and
execution fields of supply chain processes. It controls the
status of these processes and feeds back information to
planning applications such as Advanced Planning Systems
(APS). “An APS covers several aspects of planning, such as
long, mid and short term planning. SCEM systems like the
SAP Event Manager (EM) are not designed to substitute
planning applications like the Advanced Planning and
Optimization (APO) APS solution offered by SAP. The
SCEM approach complements the planning functions by
providing feedback capabilities from the execution processes
of a supply chain to the planning domain. As a result, SCEM
tools, if integrated with APS tools, enable closed-loop
supply-chain management. Existing SCEM systems mainly
perform monitoring and notification functions. What with
their lack of simulation, control, and measurement functions,
current implementations offer a huge potential for
improvement [9].

Having the logistics service provider (LSP) as a business
partner, the LSP performs the warehouse operations and
assign borders for transportation to different carriers.

The LSP is part of a large international enterprise and
mainly serves its customers. The products are small to
medium sized, and orders may include large volumes of
products. Deliveries are to national and international
destinations across the world. The focus of the prototype
implementation is on international transports because these
exhibit more operational problems [10].

For transportation, the LSP coordinates with carriers with
a regional focus. The supplementary of the LSP examined in
detail places about 200,000 orders per year with these
carriers.

The completion processes consist of warehousing
operations conducted by the LSP and transportation
processes. The warehousing process begins with the arrival
of consumers orders. Such orders are generally fulfilled
directly from stock. Therefore, procurement activities [11]
are decoupled from the main order-fulfillment process. After
significant order items are picked and packaging activities
are completed, the order is dispatched to a carrier. From there
on the carrier is accountable for the whole transportation
process, covering trans-shipment and delivery to the
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customer. This may include activities to clear customs
during international transport. Subcontractors or local
carriers in the destination country are sometimes integrated
into the process. If so, they have contracts with the carriers.

The milestones defined by the LSP for the completion
process include, for example, “Order released for picking”
during warehousing processes and “Arrival at customs”
during transportation. Severe deviations from predefined
milestones and associated planned dates indicate problems in
the fulfillment process that have to be managed actively. A
proactive SCEM system located at the LSP needs to integrate
information both from its internal data sources (especially its
ERP system) and from the tracking systems run by the
different carriers.

Standard Event Detailed Information (EDI) messages for
every order are generated externally by the carriers at certain
intervals or milestones and sent to the LSP. The resulting
databases at the LSP are filled with information on orders
that in most cases do not encounter any serious problems
during fulfillment. This situation calls for a decentralized
storage of data at the carriers’ sites and on demand queries
for information when needed.

Late orders are the one having different problems, the
information on their status is postponed due to different
reasons, including batch-wise transmission of status
information. In addition, information on critical situations is
often lost in large databases because there are no
well-organized methods in place to extract the relevant
information in a timely manner. A proactive system focusing
on potentially critical orders can help to facilitate a focused
operational management.

The transferred data is not compatible with the he needs of
a decision-maker who has to respond to a difficulty because
they do not identify the types of problems encountered or the
harshness or criticality of events. This situation calls for
advanced self-directed interpretation support and quick
innovation.

The supply chain performance measures have two central
effects [12] and work in two directions. They can be used to
describe the current situation by describing the past and
present of the process being considered, on the other hand
they can be used to set performance goals. This allows to
establish a focal point on the future.

The focus in this research will be on the components and
elements used within Azadea management to serve the
organization and its diversification along to optimizing its
cost and increasing its efficiency.

Within our below study, we will highlight the action plan
set between Azadea Group and the source / supplier to have a
successful supply chain flow while exploring new market or
integrating a new brand specifically for the Retail Fashion,
since it contribute around 65% from the total turnover of
AZADEA [13].

Knowing that Azadea is working with different suppliers
sources, Spain, France, China, Italy..., the group should
have a systematic workflow to maintain the extending of the
business while saving the environment.
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AZADEA Group receives goods from different regions,
what would be the followed process that optimized the lead
time between the order, production and the distribution
phases?

What is the supply chain strategy pursued by Azadea that
made of this company a success story at all levels?

3. Research Methodology

The analysis of this research is based on secondary data,
including online databases related to e-files communicated
and interchanged with the foreign suppliers covering the
retail fashion sector since it contributes around 65% from the
total group business.

As mentioned in the previous sections, due to the
diversification in AZADEA’s business, the Group has
established a list of requirements to be applied while
integrating a new brand or a new country.

AZADEA Group follows a simple work flow (Figure 1)
from upstream to downstream of its supply chain.

Being a retail franchisee, the Supplier has a major role
within the group operations. The supplier communicates
with the manufacturer about the order placed through the
“electronic data interchange” for a new launching or for a
sales replenishment [14]. He generates several analytical
reports to position the best selling items and to block the
worst selling items. The data generated is used for future
forecasting and order placing. Azadea Group deals with
several foreign groups combining many brands. Each group
has its own specifications concerning their technicalities,
data interchange, point of sales (POS), rules and regulations,
product flow, mode of shipment,...., all these points are
clearly identified and detailed within a franchise agreement
signed from both parties prior to the opening of a shop.

A- EDI is used at several stages (Figure 2):

- Communicate the sales

-Communicate the stock movement: receiving
merchandise, transfer between stores, damaged items
returned to supplier, etc...

- Delivery of merchandise

- Details for shipment in Transit

- Flow and status of shipment in transit

- E-files interchanged between supplier and retailer

B- Point of sales POS: Two types of POS are installed in the
shops covering both the supplier and the Group
requirements:

- Supplier POS: Where the supplier has full access to
the data, he is the only custodian for the data
integration and extraction, the data is imported into
Azadea system through a specific data integration
system implemented through an ERP solution

- Azadea POS: Where Azadea has full access and is the
custodian for the data integration [15] and extraction
as per the supplier recommendations (change of prices,
change of season...)

C- Electronic file structure e-file:

The e-file structure (table 4) differs from type of
transaction to another.
Below is a sample e-file details for Sales transaction:

Header:

e Company Code

e Business Unit Code
e Scason Code

e Supplier Code

e Family Code

e Subfamily Code
e Date Format

e Hour Format

e POS code

e Cashier Code

e Currency Code

e Sales Ticket Code

e Item Code

e Color Code

e Size Code

e Qty in number
e Value in value
e Batch code

e Status

Details per line:

e Company Name

e Business Unit Name
e Season

o Supplier Name

e Family Description
o Subfamily Description
e Date: dd/mm/yyyy

e Hour: hh/mm/ss

e POS number

o Cashier number

o Currency

e Sales Ticket Number
e [tem Description

e Color Description

e Size Description

* Qty

e Value

e Batch Number

e Status

Azadea Group stress on the automation within its
processes, most of the transactions are automatically
processed into the system over night through a pre-scheduled
batch [16], and this would increase the efficiency of the team
and decrease the cost by optimizing the resources.

The findings through the research done would clearly
identify the flow of information and the areas of strengths
within AZADEA as well the areas that needs improvement
while maintaining sustainability along to the forecasted
expansion of the Group.
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4. Findings

Azadea Group has an ERP system implemented within its
organization, where all the data is automatically integrated
without human intervention. The Group is continually
communicating with the foreign suppliers to ensure a proper
integration, mainly due to its brands and areas diversification.
Below findings highlight the flow of information within
Azadea Group from upstream to downstream of the supply
chain. Foreign supplier identified at certain stage as
franchisor has clear access to the data of the retailer (Shop)
either the Point of Sale (POS) is set from his side or from
AZADEA’s side. The Electronic Data Interchange (figure 5)
contributes in the replenishment during the season and the
analysis done over the historical data identify the best/worst
selling items per shop and define the forecasted order for the
coming season. Once the order is placed, information is
automatically transferred to the manufacturer for production.
The time line for manufacturing differs from supplier to
another; Inditex produce and launch new items within 4
weeks maximum whereas Promod will produce and launch
new products within 2 months time. Worthy to mention,
some of the orders are cancelled due to the limited quantity
required or due to shortage in stock.

Once the order is ready at the manufacturer, the later send
back the finished items to the source (supplier /franchisor);
the logistics department packs the items as per the purchase
order into boxes, generates the packing list and invoices to be
delivered with the merchandise to the freight forwarder and

sends the pre-alert to the logistics department in AZADEA.
The pre-alert contains the details of the shipment along to the
Air Way Bill number and expected date of arrival. At the
same time, the IT department will issue the e-files for this
specific shipment with the same specifications of the invoice
and purchase order and will place them into a specific share
folder with the retailer/franchisee. These e-files are
automatically imported into the ERP system from the retailer
side, and the Logistics team creates the shipment into JDE
based on the data received from the supplier.

Internally, Inventory control dept. reconciles the
electronic data imported with the data created by the logistics
team and validates it; the items are reflected as “In Transit”
in the stock movement data sheet. Once the merchandise
reaches the borders, the logistics team informs the shop
managers to be prepared for the receiving process [17],
shipment data is exported to the Data Collection Back Office
System from where the handheld machines are uploaded.

After physically receiving the merchandise, quantity
shipped is compared to the quantity received and the results
are communicated to the supplier through the POS and
updated into the AZADEA’s system (figure 6). At this stage
the stock level is updated with the quantity received in the
shop, the POS is updated with the quantity and related retail
prices; thus the items are ready to be sold. Once the receiving
transaction is updated an automated transaction is generated
within the accounting books related to the shipment invoice
and its related transportation and overhead charges to be
settled with the agreed terms.
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5. Conclusions and Recommendations

Although AZADEA Group has developed an ERP system
within its community, where a clear vision is possible at all
stages to improve the communication between different
parties internally and with the supplier externally, the Group
is still in need to go further in the development of
applications to optimize its resources. The optimization is
highly recommended to maintain a sustainable workflow of
the supply chain along to the forecasted expansion; Azadea
will reach approximately600 stores by end of 2015. Having
said that, | believe the main area for development should be
at the forwarder stage where an EDI application should be
integrated. The forwarder company has to input all the
information related to the shipment along to its status, at the
other end, the logistics team will not be obliged to create

manually the shipment into the ERP system to input the
related data. On the other hand, Azadea Group should look
into the technology of the future which is the RFID and start
the communication with its main franchisor to install it at
their end. AZADEA will receive all the merchandise tagged
with RFID labels, once the system is implemented, the
Group is not anymore obliged to do physical receiving nor
cycle counts in order to update its stock level on daily basis.
The stock movement will be real time updated and
monitored at all levels. Moreover, the paper work will
decrease tremendously as it will be replaced by e-data. This
application would also help the supplier to monitor the stock
movement and identify the best and worst selling items for
future orders.
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