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         Module 3: Executing
            Supply Chain Transformation

         
         
         
         
            
            
            Module 3 in the APICS CTSC Learning System, “Executing Supply Chain Transformation,”
               provides guidance on how to roll out change management, finalize detailed designs
               of
               projects, perform prototyping, scale up to enterprisewide solutions, and govern
               projects.

            
            
            
            This module has the following sections:

            
            
            
            
               
               
               	
                  
                  
                  Section A, “Adopt a
                     Change Management Plan,” looks at how change management is critical to
                     transformation execution success, addressing tailoring a change methodology,
                     assigning change roles, confirming that communications occur, rolling out
                     new job roles, providing training, and determining incentives.

                  
                  

               
               
               
               	
                  
                  
                  Section B, “Design
                     and Implement Supply Chain Transformation Work Streams and Projects,” covers
                     how to engage with internal and external stakeholders during portfolio
                     execution to ensure the desired collaboration in detailed supply chain
                     design. Supply chain design for individual projects involves decomposing
                     supply chain value streams into fine-grained detail on process maps. The
                     section also addresses prototypes, pilot projects, and scaling up to
                     enterprisewide solutions.

                  
                  

               
               
               
               	
                  
                  
                  Section C,
                     “Implement Governance and a Risk Management Framework,” is about the need
                     for project portfolio management and risk management at the portfolio level
                     to ensure that individual projects can integrate well, achieve their
                     individual benefits, and meet their constraints. Governance can also help
                     ensure that security, resilience, and sustainability requirements are
                     incorporated into projects.

                  
                  

               
               

            
            

         
         
         
         
   
      
         
         
         
         Section A: Adopt a Change
            Management Plan

         
         
         
         
            
            
            
               After completing this section,
                  students will be able to
               

            
            
            
            
               
               
               	
                  
                  
                  Finalize selection of a change
                     management process and tailor it to the transformation

                  
                  

               
               
               
               	
                  
                  
                  Assign change management roles such as
                     change control board, change sponsor, and change agents

                  
                  

               
               
               
               	
                  
                  
                  Confirm the communication process and
                     internal and external communication channels

                  
                  

               
               
               
               	
                  
                  
                  Develop job
                     definitions and recruitment plans tailored for the to-be state

                  
                  

               
               
               
               	
                  
                  
                  Provide planned training programs and
                     simulations based on the training needs assessment

                  
                  

               
               
               
               	
                  
                  
                  Evaluate skill levels before and after
                     each training program to enable comparison against a baseline

                  
                  

               
               
               
               	
                  
                  
                  Identify and implement incentives,
                     including intrinsic and extrinsic motivators.

                  
                  

               
               

            
            
            
            In Module 2, we discussed developing documented
               change management requirements, gaining buy-in, and designing training. Here we
               cover how to finalize the change management methodology selection, tailor it to be
               the right scope for the transformation, assign change management roles, and roll out
               the plan.

            
            
            
            Change management is at the heart of
               transformation execution. A change as major as a transformation has no chance of
               succeeding without using change management to gain allies, ensure disciplined
               change, and nurture the people involved as they go through the stages of change. We
               focus on ongoing communications, job roles, recruitment, training, training
               evaluation, and motivating stakeholders.

            
            
            
            Change management is not a once-and-done event.
               Execution of change management is a highly iterative task, both in terms of how
               often people need to hear certain messages and in how adaptable change plans need
               to
               be. Feedback from change efforts must be used to determine what is working (so it
               can be reinforced) as well as what is not working (so you can fail fast and move on
               to a different approach rapidly).

            
            

         
         
         
         
   
      
         
         
         
         Select and Tailor
            Change Management Method

         
         
         
         
            
            
            After a look at the big picture for this module,
               we address finalizing the choice of change management methodology and tailoring it
               to fit the needs of the transformation and the organization.

            
            

         
         
         
         
         
            
            
            Review Detailed Transformation Process Road
               Map

            
            
            
            
               
               
               We start here by reviewing the transformation process road
                  map, with an emphasis on what is addressed in this module on transformation
                  execution. Note how the first substep of step 3 is the subject of this section,
                  change management.

               
               
               
               
                  
                  
                  	
                     
                     
                     Create the
                        rationale and urgency for supply chain transformation.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Prepare for supply
                        chain transformation.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Execute the supply
                        chain transformation.

                     
                     
                     
                     
                        
                        
                        	
                           
                           
                           Tailor and
                              roll out change management, communications, and training.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Engage
                              stakeholders throughout the transformation process.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Decompose
                              supply chain value streams and create detailed to-be process
                              maps.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Conduct
                              pilot projects.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Implement
                              individual projects: charter, design, pilot, test, and
                              deploy.

                           
                           

                        
                        
                        
                        	
                           
                           
                           Scale up to
                              enterprisewide solutions.

                           
                           

                        
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     Review the supply
                        chain transformation.

                     
                     

                  
                  

               
               
               
               Note that you can download a spreadsheet from
                  our Resource Center that has a more detailed version of a sample transformation
                  process road map.

               
               

            
            

         
         
         
         
            
            
            Finalize Selection of a Change Management
               Methodology

            
            
            
            
               
               
               
               When evaluating a change management methodology for use in
                  the transformation, consider how well it addresses the following Cs of change
                  management:

               
               
               
               
                  
                  
                  	
                     
                     
                     Commitment. This is the first step in a
                        change process. It also requires re-commitment during execution. Top
                        management and stakeholders at all levels need to commit and re-commit to
                        the change. Leaders do this by providing active governance, proper
                        resourcing, and periodic messaging. The executive sponsor is called an
                        active executive sponsor in this course for a reason. Messages from leaders
                        are especially important, because it is easy to commit to change when things
                        are easy or the change is still far off. When things get hard, and they
                        will, people will keenly observe how leadership reacts and how their level
                        of commitment changes. In addition to leaders, everyone has to accept the
                        need for change and commit to a role in the process so they buy in to the
                        to-be state.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Concept. Another early step, concept,
                        involves beginning with the end in mind by providing a big-picture vision of
                        the change and its scope that aligns with the organization’s true north;
                        mapping areas of support and resistance; outlining organizational structure,
                        process, and policy changes; and tailoring the change methodology to the
                        need. Having a unified vision of what success looks like is fundamental to
                        change management success.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Configuration. This is change management
                        during transformation design. It must be led by top management who are
                        highly engaged and not just “informed.” Leaders who take a passive role will
                        lead the transformation straight to failure. A change manager lead role also
                        needs to be designated, and this role, along with functional area change
                        leaders, needs to make decisions on design priorities and tradeoffs while
                        remaining a visible motivator of change.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Communication. Formal and informal
                        role-specific communications need to occur between internal and external
                        stakeholders per a defined plan. Information the organization and other
                        parties are willing to share needs to be considered in advance and
                        negotiated among the parties. Communication needs to be facilitated using
                        predetermined deliverables provided over a variety of communication
                        channels. Use data exchange technology and interactive communications
                        systems.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Culture. Organizations accept that
                        culture cannot be ignored in transformations. Change guru Peter Drucker
                        famously said, “Culture eats strategy for breakfast.” A culture assessment
                        must be taken into account for all change management efforts. Organizations
                        accept that change management is about understanding human nature and
                        managing human relationships, morale, and motivators to that end.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Customization. Change management
                        methodologies must be able to be customized (tailored) to the needs of the
                        organization and culture. Customization can also refer to developing
                        customized goals for transformation by accounting for other people’s
                        perspectives rather than assuming that one size fits all. Seeing things from
                        the customers’ perspective is especially important when designing
                        operationalized supply chain segments.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Cooperation. Successful change requires
                        working toward win-win solutions (outcomes that will benefit each party
                        involved).

                     
                     

                  
                  
                  
                  	
                     
                     
                     Coordination. Changes that involve
                        multiple functions or entities require close coordination to achieve mutual
                        objectives. Coordination can take the form of infrastructure enablers such
                        as open systems and policy enablers. It is a key success factor for working
                        across siloed functional areas (especially IT, cyber security, enterprise
                        architecture, finance, and legal) and with external groups.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Collaboration. Collaboration implements
                        coordination when engaging in the difficult process of finalizing the
                        details of strategies, directions, and priorities. Collaboration needs to
                        start with participation in supply chain design and/or product-service
                        package design; continue during execution as parties work out
                        information-sharing details, time lines, and project plans; and become
                        expected in operations.

                     
                     

                  
                  

               
               
               
               A good change model should help the
                  organization recognize and avoid falling into certain common mistakes related to
                  change:

               
               
               
               
                  
                  
                  	
                     
                     
                     A change
                        methodology needs to overcome endemic complacency. People support the status
                        quo fiercely. The status quo may have been built up over years or decades.
                        It is what people know, what they have been rewarded for, and what forms the
                        basis of their careers. You should expect people to defend the “as-is.”
                        Also, people and organizations tend to rest on their successes. They
                        rationalize problems such as by blaming external parties or other
                        functions.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Without a powerful
                        vision guiding everyone, endless debate or working in contrary directions is
                        a high risk. The vision needs to be compelling and cannot be
                        over-communicated. (It is frequently under-communicated.) Actions speak
                        louder than words; unsupportive behavior from leaders can undermine the
                        vision and the entire change management program.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Impatient efforts
                        to force through changes creates anxiety (not to be confused with urgency),
                        but anxiety creates more fear and resistance and thus backfires. Impatient
                        efforts at change may be the only type of attempted change some people have
                        experienced.

                     
                     

                  
                  
                  
                  	
                     
                     
                     A change
                        methodology needs to overcome active and passive resistance from managers
                        and workers in the form of resisting behavior change intended to go along
                        with structural change. The key error here is placing change in the hands of
                        low-power committees or managers whose efforts result in ignored
                        recommendations or processes that may get little more than lip service but
                        do not actually benefit the customer (e.g., quality as a buzzword without
                        action plans). A powerful guiding coalition (top down) and people committed
                        to the details (bottom up) are necessary for real change.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Change requires
                        quick wins to sustain momentum. Just hoping for quick wins is a common
                        failure in this area. Quick wins require action plans and
                        follow-up.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Change requires
                        some form of project management, but change is just getting started at the
                        end of the traditional project cycle where deliverables would be handed off
                        to operations. A key risk is declaring victory prematurely, which can occur
                        when an insufficient amount of time is provided between when change
                        readiness is assessed and changes are rolled out and when change adoption
                        and benefits are to be measured. A related risk is failure to make changes
                        become part of the culture and business as usual. Failure to embed change
                        into standard operating procedures can also occur if the project’s
                        evangelist or other key supporters are replaced by unsupportive
                        persons.

                     
                     

                  
                  

               
               
               
               These errors can result in total failure of the
                  transformation or of it taking too long, costing too much, and therefore providing
                  much lower ROI than promised. This can create a downward spiral for future change
                  initiatives.

               
               
               
               Next we review a few examples of change
                  management methodologies that could be leveraged. Teams will need to finalize
                  choices on the methodology to use.

               
               
               
               
                  
                  ADKAR
                     Change Management Model

                  
                  
                  
                  
                  
                  ADKAR® is a change management model from the
                     Prosci group that is an acronym for the steps in the model: awareness, desire,
                     knowledge, ability, and reinforcement. These are more than just steps, as they
                     lay out the necessary ingredients for success in change. Any individual or group
                     wanting to change will need all of these factors.

                  
                  
                  
                  Awareness is needed to get past denial or rationalization. Desire to change is
                     necessary but not sufficient. Knowledge of what must change is likewise
                     necessary but not sufficient. For example, many people who smoke want to quit
                     and know the consequences of not quitting yet take no lasting action to quit.
                     Getting past this point requires ability, or perhaps capability, which refers to
                     the skills one learns to use in executing change, such as learning new habits.
                     Finally, reinforcement is the only way to sustain new and effective
                     habits.

                  
                  
                  
                  Following the steps as a
                     process helps people move from ignorance to awareness and from there to
                     understanding. Given the knowledge of what needs to change and a vision of the
                     end state, one must still develop the ability to change, which may require
                     training or practice. Desire, understanding, and ability can lead to support for
                     the change, participation, and commitment to the change.

                  
                  
               
               
               
               
                  
                  Kotter’s Eight-Step Change Model and Accelerators

                  
                  
                  
                  
                  
                  John Kotter and his associates (see
                     www.kotterinc.com) have developed a series of publications on change management
                     that include an eight-step change model and a series of change accelerators.
                     Kotter’s accelerators are discussed in Module 1, but the gist is that an
                     entrepreneurial-style network organizational subculture can be created from a
                     network of volunteers within the organization who are passionate about a big
                     opportunity and can drive big change organically rather than relying on the
                     established bureaucratic hierarchy. Here we address Kotter’s change model that
                     can be used with or without such a network.

                  
                  
                  
                  Kotter’s eight-stage process for major change can be
                     paraphrased as follows:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Create a sense of urgency for the
                              change. Urgency is created by scanning the market and the
                           competition and looking inward (i.e., SWOT or TOWS analysis). It
                           requires an honest assessment of the facts, which is why market scanning
                           and metrics benchmarking are so powerful.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Build a guiding coalition with enough
                              power and leadership capability to build and sustain change
                              momentum. This must become a high-functioning team.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Create a compelling and succinct vision
                              of the to-be state and a strategy to get there. The vision
                           cannot be an authoritarian command or a detailed foray in
                           micromanagement. A solid vision is inspiring. It can motivate people to
                           act outside their own short-term self-interest, such as accepting pain
                           now for a better future. The guiding coalition could use a vision board
                           to brainstorm the transformation vision, including outcomes for
                           customers, other supply chain members, employees, and
                           owners/shareholders (e.g., KPI goals). Getting the vision right could be
                           contentious, but doing so can help the coalition become a
                           high-functioning team. The strategy needs to be planned properly
                           (identify internal and external customers, goals, engagement approach,
                           alignment, resources, constraints, dependencies, assumptions, risks, and
                           benefits) and avoid the trap of rushing to get started.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Communicate the vision using every
                              possible method at every possible moment. The guiding coalition
                           needs to agree to model the desired behavior. Consider holding
                           townhall-style meetings that encourage question asking, but set ground
                           rules to ensure that everyone feels listened to and respected. Record
                           all questions and follow up on unanswered ones.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Enable comprehensive action by removing
                              blockers. Replace structures, processes, policies, or
                           information systems that do not support the to-be state. Change
                           incentives to encourage experimentation and learning from
                           failure.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Create quick wins. Plan short-term,
                           visible improvements and implement them using action plans. Recognize
                           people for thinking of or acting on these changes.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Use quick-win credibility to make more
                              change happen faster. Use political capital gained from wins to
                           gain agreement on harder changes (organizational structure, culture).
                           Reinforce credibility for later changes by regularly communicating
                           progress on initiatives, including honest reporting on variances and why
                           they occurred. Acquire, promote, or invest in training for people who
                           can realize the change vision, and enlist these change agents for new
                           opportunities.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Link new behaviors to organizational
                              success so they become the new cultural foundation. Determined
                           leadership, more effective management, and customer orientation are key.
                           Sustaining a change may require leadership and succession planning for
                           executives.

                        
                        

                     
                     

                  
                  
               
               
               
               
                  
                  Agile
                     Project Management Methods as a Change Model

                  
                  
                  
                  
                  Agile project management
                     methods, such as scrum, are designed to cope well with uncertainty by regularly
                     incorporating feedback into regular replanning and reprioritization sessions.
                     Change management involves working with human motivations, and what is required
                     or effective cannot be known with certainty without feedback. Change action
                     plans or project elements can be added to a backlog on an agile kanban board,
                     and each training or other step that is rolled out can be treated as an
                     experiment that is assessed for its effectiveness. Effective interventions can
                     then be rolled out more widely and ineffective ones can be modified or
                     eliminated quickly. An agile project management method can therefore augment the
                     other change methodologies.

                  
                  
               
               

            
            

         
         
         
         
            
            
            Tailor the Change Management
               Methodology

            
            
            
            
               
               
               
               Tailoring refers to customizing a standard (e.g., change
                  management, portfolio management, project management, quality standards, etc.) to
                  ensure that its overall scope is simple or detailed enough for the complexity level
                  of the situation and to select or omit parts of the standard based on requirements
                  or organizational or team culture. Tailoring can also be done to improve fit with
                  another standard, such as an agile project management method.

               
               
               
               Tailoring can create risk, since departure from
                  a standard might omit a key aspect of the standard needed for success, or it could
                  result in different teams diverging in different ways from the standard. The latter
                  risk could be managed well and allow for diversity, or it could be a source of
                  needless complexity, reducing scalability and making results hard to compare.

               
               
               
               For these reasons, tailoring should be
                  approached deliberately and iteratively, meaning that what is and is not in scope
                  needs to be clearly documented but what is and is not working needs to be used to
                  improve customization. A best practice is to use the unmodified standard as much as
                  possible to learn how elements interact prior to customizing.

               
               
               
               Tailoring a change management methodology can
                  start at the portfolio or program level and involves decisions such as the
                  following:

               
               
               
               
                  
                  
                  	
                     
                     
                     Create a network
                        organizational structure or one or more subcultures to drive innovation or
                        rely on the existing organizational structure. Whether such teams are
                        allowed to self-organize or are appointed is another choice.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Specify the power
                        level and makeup of the guiding coalition in terms of number of members;
                        what entities, functions, or geographies must be represented; the position
                        power of each person; and how many members must be primarily
                        leadership-oriented (inspire, empower, envision) versus management-oriented
                        (direct, control, plan). Too many leaders or too many managers is a red
                        flag.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Set ground rules on
                        how decisions will be made and conflicts will be resolved.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Determine the
                        frequency and method of governance oversight and the roles that will or will
                        not be used, such as a change control board.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Control what
                        individual projects or work streams may or may not be tailored.

                     
                     

                  
                  

               
               
               
               Change management can be tailored at the
                  project or work stream level, such as

               
               
               
               
                  
                  
                  	
                     
                     
                     The type of project
                        management to use to roll out change management: traditional or agile;
                        specific type and/or elements (e.g., parts of scrum and kanban
                        method)

                     
                     

                  
                  
                  
                  	
                     
                     
                     The required
                        frequency and means of each type of communication (one-to-many and
                        one-to-one), including the frequency and style of internal team
                        communication

                     
                     

                  
                  
                  
                  	
                     
                     
                     Change management
                        tools and techniques to use (e.g., power and influence maps,
                        simulations)

                     
                     

                  
                  
                  
                  	
                     
                     
                     How feedback or
                        performance measurement results will be used in improvement.

                     
                     

                  
                  

               
               

            
            

         
         
   
      
         
         
         
         Assign Change Management Roles and Responsibilities

         
         
         
         
            
            
            Part of change management
               is change control, so roles such as the change control board are
               discussed here. Other steps in change management execution include confirming
               that proper communication is occurring, providing and assessing
               training, and identifying and implementing incentives.

            
            

         
         
         
         
         
            
            
            Change Control
               Board (CCB) and Other Options

            
            
            
            
               
               
               A subset of change management is change control.
                  Change control exists to ensure that the portfolio of projects or an individual
                  project conforms to its intended scope, which in turn makes it much more likely that
                  time and budget constraints will be met.

               
               
               
               Change control is necessary
                  to avoid scope creep (changes requested by the customer that are
                  not controlled and result in unapproved increases in time and schedule)
                  or gold plating (team members do unasked-for extra work that increases
                  the scope). Unauthorized changes in scope are a major cause of portfolio
                  or project failure because extra scope consumes time and money that
                  was intended for the approved scope.

               
               
               
               Scope works a little
                  differently at the portfolio or program level than it does at the project
                  level. At the portfolio or program level, the full scope of the
                  transformation often has significant uncertainty, especially early
                  in the transformation. This is partly because the scope may be progressively
                  elaborated upon during transformation design, but it is also partly
                  because some projects might be completed successfully yet contribute
                  nothing to the overall portfolio’s intended outcomes. While this
                  is clearly never an intent, its possibility creates more uncertainty
                  at this level. This makes individual projects less uncertain than
                  the overall transformation.

               
               
               
               A change control board (CCB), if used, should be a formally
                  chartered board that governs change. There may be a board at the portfolio level and
                  one or more different CCBs to govern change at the project or work stream level. The
                  role of such boards is to collect all external or internal change requests, evaluate
                  them for their technical merit (customer or organizational benefit, feasibility,
                  quality impact, ability to integrate), and then assess the value of allowing the
                  change (incremental cost and schedule impact versus incremental benefits).

               
               
               
               The board can approve,
                  modify, or reject changes. Some changes might be put in a parking
                  lot and others outright rejected. From a change management perspective, rejected
                  changes need to be handled sensitively, such as by indicating the
                  merits of the request, why it cannot be accommodated at this time,
                  and how the plans might accommodate the underlying need in a different
                  way. The board may have the power to allocate more funds or resources
                  to an individual project, or they may make recommendations to the
                  steering committee.

               
               
               
               At the individual project
                  level, project management standards typically call for a CCB to
                  be used on traditional projects, but agile project management standards
                  need faster decision making than a formal board allows. Agile projects
                  instead invest the project team with change control responsibility,
                  because such projects embrace change even late in development to
                  enable customer requirements to evolve to increase the value of
                  the deliverables. In such projects, the product owner (a role that
                  represents the needs of the customer), the team, and the project
                  manager (e.g., a scrum master) collaborate to determine feasibility,
                  technical merit, cost/schedule impact, and benefits. Therefore,
                  a CCB may not be appropriate on every type of project.

               
               

            
            

         
         
         
         
            
            
            Change Sponsor

            
            
            
            
               
               
               
               The top change sponsor for the transformation
                  may be the executive sponsor or another executive manager, but executive
                  sponsors also delegate to group sponsors consisting of mid-level
                  managers or team sponsors consisting of first-level managers. Each
                  person in a change sponsor role must be actively interested in the transformation
                  and passionate about the change. A change sponsor is accountable
                  for achieving the desired level of change at the level of their
                  purview. When sponsors exist in a network, they work together to
                  ensure that change cascades through the organization as intended.

               
               
               
               The most important
                  contribution of a change sponsor is to be the visible and active leader
                  of the change well past the end of specific projects. They are the
                  guardians of the change vision. They keep an open-door policy and
                  encourage people to give them realistic feedback. They do not declare
                  victory early and then fade away. They provide consistent public
                  and private support for the effort and serve as positive role models so
                  people know that the change is not to be ignored. The change sponsor
                  needs to express dissatisfaction with the status quo by pointing
                  to the drivers of change and the consequences of failure. The sponsor
                  openly recognizes which parts of the organization will face the
                  most change and acknowledges the personal impact on and difficulty
                  of change in behaviors, skills, and attitudes. Nevertheless, sponsors
                  use positive and negative reinforcement as needed to ensure change
                  participation.

               
               
               
               The change sponsor
                  approves necessary resources based on the challenge level of the change
                  and/or collaborates with the executive sponsor or other sponsors
                  to execute the changes. Change sponsors insist on using a disciplined
                  process for tracking change progress.

               
               

            
            

         
         
         
         
            
            
            Change Agents/Champions
               and the Guiding Coalition

            
            
            
            
               
               
               Change cannot be just a top-down-driven initiative. While
                  necessary, this is insufficient. Change must also come from the bottom up, because
                  first-line managers or workers best know the actual situation on the ground.
                  Bottom-up change takes the form of change agents, also called
                  change champions. Kotter goes one step further by recommending a guiding coalition
                  that has wider representation than the usual change agents.

               
               
               
               A top-down and bottom-up
                  change approach allows the direction, vision, and milestones to
                  come from the top and the specific schedule to be set by front-line managers
                  serving as change agents. In this way, teams that can accomplish
                  change faster can move at a faster pace than those teams that need
                  more time. Also, the design team proposes solutions from the top
                  down and the change agents provide feedback from the bottom up prior
                  to the deployment of the solutions. This can help ensure that changes
                  are not unnecessarily complex. This top-down, bottom-up approach
                  requires some ground rules to make it function well.

               
               
               
               One role of change agents or champions is
                  to help the change sponsor be the best change sponsor possible.
                  Change agents who have high levels of competency might provide coaching
                  or feedback if the change sponsor(s) is/are not as visible as needed. Change
                  agents can receive their own training and have required competency
                  levels. One example of a way to assess change management competency
                  is discussed next.

               
               
               
               
                  
                  Change Management Institute’s Change
                     Manager Competency Models

                  
                  
                  
                  
                  
                  The Change
                     Management Institute has a change management body of knowledge and competency
                     models for three certification tiers: foundational, specialist,
                     and master. The competencies of a change manager at each of these
                     levels will reflect much of what has already been expressed about
                     change management. This includes being capable of crafting an inspiring
                     vision of the end state and explaining the why of the change so
                     people comprehend the gap between where the organization is and
                     where it wants to be. Desired personality traits of change leaders
                     include being curious (asking the right questions, being open to
                     new ideas), approachable (consciously dedicating time to engage
                     with stakeholders), and enabling (supportive of people in different
                     change stages, focused on removing blockers, and reassuring to worried staff).

                  
                  
                  
                  Change leaders get
                     as many people as possible to feel that they are a part of the change
                     rather than a victim of it. Another important competency is courage,
                     which is reflected in embracing the change through realistic optimism,
                     personal growth, modeling desired behavior, investing time in the
                     process, and making tough decisions as needed.

                  
                  
               
               

            
            

         
         
   
      
         
         
         
         Provide Planned Communications and Training

         
         
         
         
            
            
            Module 2 addresses the
               creation of a communication management plan for the transformation
               portfolio and for individual projects. Here we address executing
               to this plan. Then we discuss developing tailored job definitions,
               performing training needs assessments, implementing training programs
               and simulations, and evaluating training.

            
            

         
         
         
         
         
            
            
            Confirm Internal
               and External Communications and Channels

            
            
            
            
               
               
               
               The communication plan is executed during
                  transformation execution. Portfolio and project managers need to
                  monitor and control that communications are occurring as planned.
                  Feedback on communication effectiveness is used to progressively
                  elaborate these plans.

               
               
               
               Exhibit 2-1 shows
                  an example of the PRINCE2® communications
                  management approach template that can be used to summarize communication
                  plans. Note how it addresses both internal and external communications
                  so that everyone knows who has these responsibilities.

               
               
               
               
                  Exhibit 2-1: PRINCE2 Communication Template Example[image: A document titled “Communications Management Approach” authored by the Project Manager details the communication strategy for Project 1, CPFR, West Coast Pilot, Phase 1—Costking Customer. Go to long description for more details.]
               
                  Go to long description.
                  

               
               
               
               
               Another example of
                  a communication template that could be leveraged on any project requiring
                  major change is one that breaks down communications (and training)
                  into awareness, urgency, and capability categories, as shown in Exhibit 2-2.

               
               
               
               
                  
                  
                  
                  
                     
                     
                        
                        Exhibit 2-2: Awareness, Urgency, and Capability Communication Matrix
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                                 Weekly:
                                    Status reporting

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Early:
                                    One on one, gap analysis

                                 
                                 
                                 
                                 Early:
                                    Status reporting

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Early:
                                    Leadership training

                                 
                                 
                                 
                                 Weekly:
                                    Status reporting

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 
                                    Steering committee
                                    

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Early:
                                    One on one, slideshows

                                 
                                 
                                 
                                 Weekly:
                                    Status reporting

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Early:
                                    One on one, internal debate

                                 
                                 
                                 
                                 Weekly: Status reporting

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Early:
                                    Leadership training

                                 
                                 
                                 
                                 Weekly:
                                    Status reporting

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 
                                    SMEs
                                    

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Weekly:
                                    One on one

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Weekly:
                                    One on one

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Weekly:
                                    One on one

                                 
                                 
                              
                              

                           
                           
                           
                           
                              
                              
                              	
                                 
                                 
                                 
                                    Change agents
                                    

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Early:
                                    Meeting/virtual, slideshows

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Early:
                                    One on one

                                 
                                 
                              
                              
                              
                              	
                                 
                                 
                                 Early:
                                    Change management training

                                 
                                 
                              
                              

                           
                           
                        

                     

                  
                  
                  
                  
                     Source: Modified from “External Communication
                        as an Integral Part of Project Planning” by William Juliano, who
                        cites E.G. Mahler for an awareness, motivation, and functioning
                        capability process template.
                     

                  
                  

               
               
               Here are some common
                  timings and audiences for typical areas of transformation communications:

               
               
               
               
                  
                  
                  	
                     
                     
                     Portfolio governance
                        communications may occur quarterly or monthly, and recipients include
                        the executive sponsor, project sponsors, project managers, and the
                        project management office (PMO) if there is one. Media might include
                        reports posted on an internal portal.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Portfolio
                        performance reports go to the executive sponsor, stakeholders, and functional
                        area managers. Reports include weekly governance meeting minutes, status
                        report emails, portfolio dashboards with key metrics, or blogs.

                     
                     

                  
                  
                  
                  	
                     
                     
                     A
                        portfolio dashboard and individual project dashboards might be continually available;
                        they could show the status of projects or individual project tasks, perhaps
                        in a kanban board style presentation and/or as project metrics.
                        Portfolio and project managers, sponsors, the PMO, and team members
                        may leverage this information.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Risk
                        and issue updates should be presented weekly to the executive sponsor, portfolio
                        stakeholders, and functional area managers. Individual projects
                        will have a similar function, with the audience being project sponsors,
                        etc.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Resource
                        utilization reports reflect project resource availability and needs
                        for balancing resources determined in governance meetings. Project
                        teams and SMEs can get these status reports by email, dashboards,
                        or internal portals.

                     
                     

                  
                  

               
               

            
            

         
         
         
         
            
            
            Develop Tailored
               Job Definitions

            
            
            
            
               
               
               Tailored job definitions are based
                  on the results of the talent assessment and alignment process that
                  occurs during portfolio planning. This process includes a headcount
                  analysis. During execution, project teams are ready to tailor job
                  definitions to ensure that all necessary human resources capabilities
                  are represented and that accountabilities and responsibilities are
                  explicit.

               
               
               
               Each job definition
                  lists specific skills and experiences. Job definitions and job roles need
                  to be crafted with the required tasks, skills, and experiences for
                  the given organizational capability. A trap is to develop definitions
                  and roles based on the current occupant of a role or the current
                  human resources that are available. Indicate what is actually needed
                  for the to-be role.

               
               
               
               A new comprehensive
                  set of to-be job roles will allow you to determine where gaps exist
                  that can be filled using training or other means. Job definitions
                  and roles can rely on a standard such as SCOR DS, which has a people
                  section that lists standardized codes and definitions of supply
                  chain skills, experiences, and training. It also lists a set of
                  competency levels. SCOR DS defines these people elements as follows:

               
               
               
               
                  
                  
                  	
                     
                     
                     “A skill is the capacity
                        to deliver pre-determined results with minimal input of time and
                        energy. Skills are further defined by experiences, training, and competency
                        levels.” For example, HS.0006 Asset Management is a skill that includes
                        inventory reduction and make-versus-buy decisions.

                     
                     

                  
                  
                  
                  	
                     
                     
                     “Experience
                        is knowledge or ability acquired by observing or participating in various
                        real-life situations that require different actions.” For example,
                        one potential experience listed for HS.0006 is HE.0046 Cost and
                        Benefit Analysis. An organization might tailor experiences to also
                        list job role progressions showing how lower-level positions provide
                        experience for certain higher-level positions.

                     
                     

                  
                  
                  
                  	
                     
                     
                     “Training
                        develops a skill or type of behavior through instruction.” Examples include
                        formal and on-the-job training. One potential training listed for
                        HS.0006 is HT.0002 Advanced Excel Techniques.

                     
                     

                  
                  
                  
                  	
                     
                     
                     “Competency
                        levels describe the level or state of qualification to perform a
                        certain role or task.” SCOR DS does not apply these labels; rather,
                        job designers select the desired competency level per skill for
                        a given position and can assess individual capabilities using this
                        same rating system.The SCOR DS competency levels are

                     
                     
                     
                     
                        
                        
                        	
                           
                           
                           Novice (untrained
                              beginner; needs and follows detailed documentation)

                           
                           

                        
                        
                        
                        	
                           
                           
                           Beginner
                              (has limited situational perception)

                           
                           

                        
                        
                        
                        	
                           
                           
                           Competent
                              (understands work and prioritizes to meet goals)

                           
                           

                        
                        
                        
                        	
                           
                           
                           Proficient
                              (oversees all work aspects and prioritizes based on the situation)

                           
                           

                        
                        
                        
                        	
                           
                           
                           Expert
                              (intuitive understanding; able to apply experience to new situations).

                           
                           

                        
                        

                     
                     

                  
                  

               
               
               
               Use of standards such
                  as SCOR DS can eliminate ambiguity in job definitions and allows
                  for different roles with overlapping skills and so on to become
                  obvious. The linked lists of skills, experiences, and training can
                  help ensure completeness. Tailoring in this case would then refer
                  to deciding what skills, experiences, and training to list for each
                  specific position and its competency level. The organization or
                  its human resources information system may have its own well-developed
                  codes and skill definitions. Project teams can still use a standard
                  such as SCOR DS by mapping these codes to their organizational equivalents.
                  Alternately, the organizational equivalents could be used exclusively.
                  In either case, the organization’s to-be capabilities may require
                  developing new codes in the system.

               
               
               
               Here is an example
                  of a job definition for a data scientist role:

               
               
               
               
                  
                  Supply Chain Data Scientist. This
                     is a senior data analytics position reporting to the data exploration
                     center. This role will support supply chain design and improvement.
                     The position requires an expert-level data modeler who is capable
                     of defining hypotheses independently and applying structured and
                     unstructured data to arrive at data-driven non-intuitive insights
                     for complex problems. The ideal candidate has experience with data
                     cleansing, data validation, big data, statistics, mathematics, data
                     mining, root cause analysis, computer programming, and use of analytic
                     formulas and functions. Ideally, the candidate is competent in supply
                     chain management and supply chain planning. This role is responsible
                     for developing supply chain models or simulations, developing data-driven
                     supply chain design recommendations, and presenting them to decision
                     makers in a clear and compelling manner. A six sigma yellow belt
                     or higher is preferred, but training for this certification can
                     be provided.

                  

               
               
               
               This position could
                  be mapped to HS.0195 Data Analytics in SCOR DS at an expert level
                  and HS.0141 Supply Chain Management and HS.0143 Supply Chain Planning
                  at a competent level. Experiences might include HE.0032 Computer
                  Literate, HE.0038 Continuous Learning, HE.0066 Data and Document
                  Management, HE.0086 ERP Software-Specific Experience (data queries),
                  HE.0311 Written and Verbal Communication, and so on. Training options
                  such as HT.0134 Six Sigma Yellow Belt could be listed.

               
               
               
               Similarly, the ASCM
                  CLTD, CPIM, or CSCP designations or this CTSC certification could be
                  required training, as could certifications from other sources such
                  as training from the Chartered Institute of Procurement and Supply
                  (CIPS) or the Chartered Institute of Logistics and Transport (CILT).

               
               
               
               In addition to defining job skills and
                  their required competency levels plus required experiences and training,
                  a job definition also needs to specify responsibilities, accountabilities,
                  consult requirements, and inform requirements. Creating a RACI chart
                  for job definitions that share RACI requirements may reveal that
                  some processes have no accountable owner and/or no responsible role
                  assigned. This is often the case when job roles are written in the
                  passive voice, such as “the delivery date is communicated to the
                  customer.” Writing this in an active voice would clarify who does
                  the role, such as “the assemble and test role communicates the delivery
                  date to the customer.”

               
               
               
               Consider an organization
                  that produces make-to-order products with tight delivery window
                  expectations but is having customers complain not only about missed delivery
                  commitments but also that the account manager doesn’t know why the
                  order is late nor when it can be promised. The organization seeks
                  a cause by mapping RACI roles for their account manager, order administration,
                  sales engineering, and assemble/test roles. For the process of communicating
                  the original or updated delivery date to the customer, they find
                  that no one was assigned these responsibilities. Account management
                  was assigned the role of inform to be kept informed, but no one
                  was assigned the responsible role to keep this role or the customer
                  informed. They decide that the assembly and test role is closest
                  to this information and should have this responsibility.

               
               

            
            

         
         
         
         
            
            
            Perform Training
               Needs Assessment (TNA) and Fill Gaps

            
            
            
            
               
               
               Once
                  new roles are developed and headcount per role is validated, the
                  next step is to perform a training needs assessment (TNA) to map
                  existing human resources to these roles to the degree possible.
                  The team should rely on the human resources functional area for
                  help with this, specifically the talent development area or a similar
                  subset.

               
               
               
               A training needs assessment
                  involves determining skill or experience gaps in staff, which could
                  involve needing specific new skills or needing higher proficiency
                  in a given skill. The assessment will also evaluate whether staff
                  can acquire the new skills through training or experience interventions
                  within an acceptable amount of time. Roles that cannot be staffed
                  by internal assignment or assignment plus training will require
                  recruitment, as is discussed shortly. There will also be some individuals
                  who do not fit the new skill sets. Organizations need a worker displacement
                  plan as part of change management. This should include timely notification
                  to displaced workers and other assistance.

               
               
               
               A training needs assessment
                  should occur at multiple points during a project. It should be done
                  when staffing transformation teams, because poorly qualified individuals
                  on teams is a red flag for project failure. This process must also
                  occur for to-be roles needed during ongoing operations so people
                  will be capable of sustaining the change.

               
               
               
               Existing staff and
                  new hires need a talent development strategy and process, which
                  is a function provided by human resources. This process not only
                  supports explicit capability building for the transformation but
                  also is a selling point for recruitment efforts. Great candidates
                  need to know they will be supported in their career paths.

               
               
               
               
                  
                  Support Recruitment of New Roles

                  
                  
                  
                  
                  Recruitment
                     is part of talent management in the human resources domain. (Talent management
                     includes recruitment, selection, and training.) Human resources
                     will take the lead on recruitment, but supply chain transformation
                     teams need to support effective recruitment. In addition to helping
                     interview candidates, they can help with attracting top talent in
                     hard-to-acquire roles.

                  
                  
                  
                  There
                     can be considerable competition to acquire top-qualified candidates
                     for newer supply chain roles such as a data scientist needed for
                     predictive or prescriptive analytics or a “translator” role (a functional
                     area expert able to interpret the supply chain impact of analytical
                     results for stakeholders and team members who are less math-savvy).
                     Transformation teams can help communicate the importance of such positions
                     and their competency requirements to human resources managers. Help them
                     write job descriptions that show that the organization places high
                     value on digital talent and skills. Help them to brand the organization,
                     for example, as a data-driven, empowered, small-team-driven, and
                     collegiate atmosphere.

                  
                  
                  
                  Some
                     ways to help human resources with recruitment include the following:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Ensure that role descriptions
                           use up-to-date references to technologies, programming languages,
                           or methodologies.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Provide
                           supply chain problems to solve as an employment test.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Work
                           with human resources to help them understand what is easier versus
                           very difficult to teach. For example, supply chain management basics
                           are fairly easy to teach; problem-solving skills tend to be harder
                           to teach.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Work
                           with human resources to analyze whether it would be more cost-effective
                           to hire seasoned professionals or to train recent college graduates
                           for a given role. When considering such options, factor in opportunity
                           costs that will be higher with less-experienced hires, such as unsatisfied
                           customers from poor or incomplete work or unsatisfied employees
                           who need to work excessive overtime. Experienced but higher-paid
                           staff may be more cost-effective in the long run.

                        
                        

                     
                     

                  
                  
               
               

            
            

         
         
         
         
            
            
            Implement Training
               Programs and Simulations

            
            
            
            
               
               
               Training programs are designed
                  to close gaps identified in the training needs analysis. Training
                  simulations are an experiential learning type of training program.

               
               
               
               The evangelist, design
                  team, change agents, and guiding coalition will likely need training
                  early in the transformation on the methodologies selected for the transformation,
                  such as SCOR DS or lean and so on. This should include one or more overview
                  sessions as well as more-detailed training sessions that occur ideally
                  right before the teams need to use the skills so they are fresh
                  in their minds. During design sessions, expert coaching in the selected
                  methodologies should be made available. Later in the project, the
                  design team uses the pilot project as a way of gaining experience
                  not only in the transformation but also in project management and
                  change management. They learn to motivate themselves and others.
                  Training tools used at this point can include templates to use and
                  principles to follow. Pairing internal staff with expert external
                  consultants or contractors can also help with knowledge transfer.

               
               
               
               Training for the wide
                  audience of stakeholders starts early in a transformation with a focus
                  on the big picture. Provide learners with an initial exposure to
                  the transformation vision, the why of the change, the change road
                  map, how it will affect them, and “what’s in it for me.” This can
                  take the form of large virtual and/or in-person organizational meetings
                  along with less-formal small team conversations or meetings.

               
               
               
               Next we discuss more
                  detailed training for operational staff as well as various commercially
                  available supply chain simulations that can be run as training events.

               
               
               
               
                  
                  Transforming to New Operational Routines,
                     Policies, Procedures, and Integrating Activities

                  
                  
                  
                  
                  New operational routines (including
                     use of new ERP functionality or other information systems), policies,
                     or procedures require specific training sessions. Software training
                     in particular is best when it can take the form of using the real information
                     systems in a sandbox (test) mode, populated with as much real data
                     and to-be system parameters as possible.

                  
                  
                  
                  Technical training can be quite extensive,
                     especially in organizations that prefer to promote from within.
                     Job rotation, which can lead to management positions, is also a favored
                     way of providing rounded experience in such organizations.

                  
                  
                  
                  Training programs need to specifically
                     target integrating activities. Integration can include training
                     on supply chain management fundamentals/advanced topics, problem-solving
                     skills, cross-functional collaboration principles, and use of collaboration
                     technologies. Executives and senior managers may need training in
                     how to interpret analytics so the analysis is not just a “black
                     box.” A key outcome of this training should be an understanding
                     of the upstream and downstream implications of a decision or action.
                     When problems are discovered that originate in a different functional
                     area or external party, this training will help encourage people
                     to work across functions to address these problems at their source.

                  
                  
               
               
               
               
                  
                  Training Simulations (Business Games)

                  
                  Training simulations are valuable because
                     they provide experiential learning, which is a highly effective
                     learning style in terms of learning retention. This is because active experimentation
                     (doing) leads to the feeling of having had a real experience (feeling and
                     accommodating new options), which leads to reflective observation
                     (seeing how one’s assumptions diverge from best practice), and then
                     to conceptualization of new best practices (thinking and assimilating).
                     This can be thought of as a cycle; these new ideas converge and
                     lead to new rounds of active experimentation. This process occurs in
                     any type of experiential learning, including things like learning
                     on the job. A simulation just makes the process much faster and
                     the feedback more obvious.

                  
                  
                  In training
                     simulations, people are given a chance to make mistakes and learn
                     from them without real-life consequences. A game format helps keep
                     people engaged as they learn. Unlike real life, the direct impact
                     of each given choice will be revealed as the game progresses. Games
                     can be played again to attempt other scenarios. These games typically
                     have several participants, each of whom plays a different management role
                     in the supply chain.

                  
                  
                  
                  Supply
                     chains have a lot of complexity, so learning principles and best
                     practices well enough to be comfortable applying them involves a
                     steep learning curve. Simulations help shorten this learning curve.
                     They also help team members act in better alignment because they
                     reveal where a silo mentality or a constant focus on short-term
                     results produces suboptimal results. Simulations and games are designed
                     to meet transformation ROI goals as well as the organization’s selected
                     supply chain KPI goals.

                  
                  
                  One
                     of the first supply chain simulation games was the Beer Game, which
                     started as a tabletop simulation of a beer supply chain intended
                     to highlight the causes of the bullwhip effect (basically lack of
                     substantial communication between parties). Numerous versions of
                     this game can be found online. Other examples of simulations include
                     those from Marketplace Simulations, which focus primarily on marketing
                     and business analytics strategy, and Processim Labs, which focus
                     on business management, capacity planning, and workforce and inventory
                     management.

                  
                  
                  Examples
                     of training simulations discussed here include The Fresh Connection,
                     The Triple Connection, and The Blue Connection, all of which are
                     business games developed by Inchainge, a supply chain management
                     experiential learning organization. Each of these simulations can
                     be configured to some degree to match the intended audience, desired
                     complexity, number of participants, and available time. These simulations
                     have been widely used in many supply chain transformations. Consider
                     them as potential tools that might be leveraged. Here we present
                     just the intent and learning objectives of each game to help you
                     determine if the simulation is a good fit for a given transformation
                     or one of its projects.

                  
                  
                  
                     
                     Fresh Connection

                     
                     
                     The Fresh Connection is a value chain simulation,
                        so named because it centers on a fruit juice organization with an
                        urgent need to transform its supply chain. Product perishability
                        is a complexity area for this supply chain. Participants take on
                        one of these roles: purchasing, operations, supply chain, and sales
                        manager. A coach or mentor may facilitate the learning. Learning
                        objectives for this simulation can be paraphrased as follows:

                     
                     
                     
                        
                        	
                           
                           Break down business
                              silo behavior and conflicting objectives by showing the impact of
                              one role’s actions on other roles and the whole value chain.

                           

                        
                        
                        	
                           
                           Understand
                              the need for a distinct supply chain strategy that develops specific organizational
                              objectives and how to put the strategy into action.

                           

                        
                        
                        	
                           
                           Learn
                              the value of cross-functional collaboration in areas such as supply
                              chain risk management, demand planning, sales and operations planning
                              (S&OP), capacity management, and inventory policy.

                           

                        
                        
                        	
                           
                           Optimize
                              the value chain related to the tradeoffs within and between roles
                              and the tradeoffs related to customer service versus cost to serve.

                           

                        
                        
                        	
                           
                           Learn
                              to communicate across functional areas or among external parties
                              so that the intended communication is correctly understood by the
                              recipient.

                           

                        
                        
                        	
                           
                           Optimize
                              the supply chain carbon footprint.

                           

                        
                        
                        	
                           
                           Accept
                              the value and power of a set of strategically aligned KPIs.

                           

                        

                     
                  
                  
                     
                     Triple Connection

                     
                     
                     The Triple Connection is a triple bottom
                        line simulation of a web-based virtual organization that contracts
                        out production of chocolate milk, with a focus on sustainability
                        in the cacao industry. This simulation has four roles to fill and
                        features a limited budget to add some realism. The simulation’s
                        learning objectives can be paraphrased as follows:

                     
                     
                     
                        
                        	
                           
                           Discover the business
                              value in aligning internal and external requirements/goals.

                           

                        
                        
                        	
                           
                           Determine
                              how to turn sustainability ambition into action and realized results.

                           

                        
                        
                        	
                           
                           Optimize
                              tradeoffs and priorities in sustainability, including social (people), economic
                              (profit or prosperity), and environmental (planet) bottom lines.

                           

                        

                     
                  
                  
                     
                     Blue Connection

                     
                     
                     The Blue Connection is a circular supply
                        chain simulation of a virtual bicycle manufacturer wanting to increase
                        its economic growth by creating capabilities to maintain, repair,
                        reuse, remanufacture, refurbish, and recycle profitably. It also
                        uses four roles. The simulation’s learning objectives can be paraphrased
                        as follows:

                     
                     
                     
                        
                        	
                           
                           Discover how to enter
                              new markets such as consumer to consumer or consumer to business.

                           

                        
                        
                        	
                           
                           Increase
                              competitive advantage and market share by leveraging circular supply chain
                              technologies and minimizing tradeoffs related to laws, regulations, ownership
                              complexity, counterparty risks, product quality/valuation, and reverse logistics
                              costs.

                           

                        
                        
                        	
                           
                           Determine
                              which types of business scenarios promote specific circular flows.

                           

                        
                        
                        	
                           
                           Translate
                              circular supply chain strategies into action plans to accelerate transformation.

                           

                        
                        
                        	
                           
                           Learn
                              how to sell the value of the circular supply chain to others in
                              the organization.

                           

                        

                     
                  
               
               

            
            

         
         
         
         
            
            
            Perform Pre-
               and Post-Training Evaluations

            
            
            
            
               
               
               
               Training and work such as pilot projects
                  that provide experience need to be evaluated for their effectiveness.
                  Evaluating the audience before the training or experience provides
                  an objective baseline that can be compared to the same evaluation
                  after the event to indicate specific types of gaps and how much
                  the training closed identified gaps. It is important to understand
                  that different teams will have different capability levels related
                  to the ability to ingest and apply organizational learning. Less-mature teams
                  will take longer to get to the desired skill competency levels.

               
               
               
               Training evaluations
                  can take the form of pre-test versus post-test results that show the
                  degree of improvement. Trainees can also fill out Likert-style surveys
                  before and after training. This type of survey can reveal changes
                  in acceptance, urgency, and so on. Another important evaluation
                  is of pre- and post-training adoption rates for use of new systems,
                  processes, and business rules. This is especially important because many
                  organizations have invested millions in new systems and processes
                  such as a new demand forecasting process only to have plant managers
                  ignore the forecast results in favor of their old forecasting methods.

               
               
               
               Good training KPIs
                  should help determine the return on investment (ROI) of training and
                  be relevant to the industry and what is being trained. Industry
                  relevance means selecting metrics that actually drive improvement
                  in that industry (i.e., focus on the organization’s superior and
                  advantage KPIs). Relevance to what is being trained means reflecting
                  on what gaps the training is expected to close and defining metrics that
                  not only show whether these gaps are being closed but how this links
                  to KPI improvements. Good training will build content and testing
                  around the KPIs. Here are some examples:

               
               
               
               
                  
                  
                  	
                     
                     
                     Include business bottom-line
                        indicators such as direct increase revenue, profitability, or other
                        top-level KPIs. For example, Sample, Inc., desires superiority in
                        its cash-to-cash cycle time, and training on CPFR can be tied to
                        this metric.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Include
                        measures that reflect improvement of subcomponents known to drive overall
                        performance improvement, for example, for CPFR training, the number
                        of forecasts provided by customers or the reduction in the forecasting
                        error rate.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Include
                        measures for each learning outcome and ensure that they are measurable and
                        specific, such as reducing customer order promising errors by 80
                        percent.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Include
                        process quality metrics such as less expediting, fewer missed delivery promises,
                        higher net promoter score, etc.

                     
                     

                  
                  

               
               
               
               KPIs that are often
                  measured but do not provide much value for measuring the ROI of training
                  include number of courses developed, hours of training provided,
                  or number of staff who enrolled and who successfully completed all
                  training. This can help determine training cost and that training
                  execution is occurring as planned. At the portfolio level, these
                  metrics are best used to help determine costs as an underlying input
                  to the types of metrics discussed above.

               
               
               
               Vital elements of instructional
                  design include ensuring that the issue being addressed can be quantified,
                  that the improvement envisioned by the training can be quantified, and
                  that the results that training can achieve should be given a realistic
                  assessment rather than just hoping for perfect success.

               
               
               
               
                  
                  Avoiding Training Pitfalls

                  
                  Training
                     programs that effectively help workers to add or improve capabilities
                     are difficult to design. According to Juran’s
                        Quality Handbook, there are several reasons why training programs
                     fail:

                  
                  
                  
                  
                     
                     	
                        
                        
                        
                           
                              Timeliness.
                              
                           Training
                              may not be provided when it will be used. If employees receive the
                              training and then have no opportunity to practice it or it is months
                              until they need to use the new skills, then the value of the
                              training diminishes.
                           

                        
                        

                     
                     
                     	
                        
                        
                        
                           
                              Wrong things or wrong participants.
                              
                           The right
                              individuals may not be involved in the creation of the training
                              materials, so the materials may not be relevant to the audience. In
                              another example, often cross-training is focused on techniques as
                              opposed to being problem- and results-oriented.
                           

                        
                        

                     
                     
                     	
                        
                        
                        
                           
                              Wrong method of delivery.
                              
                           The
                              training could rely too heavily on lecture versus hands-on
                              experience. Hands-on and application-based training tends to be
                              longer-lasting. It is important for employees to apply the concepts
                              during the training.
                           

                        
                        

                     
                     
                     	
                        
                        
                        
                           
                              Overcomplication or oversimplification.
                              
                           Information may not be taught at a level the audience can
                              understand. For example, much of the statistical methodology and
                              many of the processes involved in continuous improvement are
                              complex. Training should use simple language and graphical
                              techniques to demystify the concepts. Conversely, oversimplification
                              could also occur, which would involve presenting audiences with the
                              basics when what they actually need are more advanced training.
                           

                        
                        

                     

                  
                  
                  The definition of training failure is that
                     the program does not result in the desired change in behavior. Therefore,
                     effective training programs need to be provided just in time. Material
                     preparation and training delivery needs to be a team effort. Training curricula
                     need to clearly indicate the intended learning outcomes for training
                     so people can take an active part in their own evaluations and development.
                     Training teams need persons who have expertise in the area and in
                     training material preparation and who are good at training delivery.
                     Checking the details and ensuring document version consistency are
                     vital. Training should have a work simulation or on-the-job work
                     phase that immediately follows or is integrated into self-study
                     or classroom training components.

                  
                  
                  A plan-do-check-action cycle can be used
                     with a test audience to ensure that the training focuses on what
                     the person needs to know and is neither too general to be useful
                     nor too detailed or technical for the audience. Feedback should
                     be used to refine the training.

                  
               
               

            
            

         
         
   
      
         
         
         
         Identify and Implement Incentives

         
         
         
         
            
            
            Incentives help promote
               desired behavior on the part of supply chain participants and stakeholders.
               Incentives can be broken down into intrinsic motivators and extrinsic motivators.

            
            

         
         
         
         
         
            
            
            Use Intrinsic
               Motivators

            
            
            
            
               
               
               Intrinsic motivators are psychological motivations
                  that come from within an individual and relate to feelings of curiosity,
                  pride in work, and satisfaction with work. They contrast with extrinsic
                  motivators, which come from an outside source such as the organization,
                  in the form of rewards or punishments. Intrinsic motivators can
                  be very powerful keys to individual happiness (far more so than
                  extrinsic motivators) and typically provide more significant encouragement
                  to adopt the desired behavior than extrinsic motivators can.

               
               
               
               Intrinsic employee motivation
                  and rewards can take many forms, including

               
               
               
               
                  
                  
                  	
                     
                     
                     Stating the strategic
                        vision in inspirational terms

                     
                     

                  
                  
                  
                  	
                     
                     
                     Creating
                        opportunities to volunteer to be in a guiding coalition or a committee

                     
                     

                  
                  
                  
                  	
                     
                     
                     Creating
                        a work atmosphere with sincerity, caring, and mutual respect

                     
                     

                  
                  
                  
                  	
                     
                     
                     Relying
                        on promotion from within whenever possible (This is partly extrinsic,
                        but security is the intrinsic reward.)

                     
                     

                  
                  
                  
                  	
                     
                     
                     Making
                        sure that employees’ ideas and suggestions are valued

                     
                     

                  
                  
                  
                  	
                     
                     
                     Being
                        flexible in the approach to people management in multicultural environments

                     
                     

                  
                  
                  
                  	
                     
                     
                     Sharing
                        information with employees about financial performance, strategy, operational
                        measures, market conditions, and competitors’ actions.

                     
                     

                  
                  

               
               
               
               Sharing information
                  might be considered a type of quick win for intrinsic motivation because
                  it is easy to do and has a strong ROI. Some teams use giant billboards
                  to advertise the project with pictures, key benefits, progress graphs,
                  and so on. Regular electronic newsletters or virtual company meetings
                  are also important. While other ways are also needed to help intrinsically
                  motivate and inspire teams and extended stakeholders, keeping people
                  in the loop is foundational.

               
               
               
               Intrinsic motivators
                  that can be designed in to transformation and change management
                  as part of process and culture changes include the following:

               
               
               
               
                  
                  
                  	
                     
                     
                     Desire for meaningful work and
                           contribution to success. Design jobs that people actually care
                        about. Clearly show how the role contributes to organizational success.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Desire to improve, learn, and grow. People
                        desire to increase their knowledge and experience and to self-improve.
                        In this way, personnel development plans and training opportunities
                        can serve as intrinsic motivators.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Desire for autonomy, responsibility,
                           and trust. Providing these things increases employee engagement.
                        This can take the form of simple things such as allowing team members
                        to have flexible hours or to decide to be fully remote employees
                        as well as larger culture changes such as employee involvement and
                        empowerment.

                     
                     

                  
                  

               
               
               
               
                  
                  Using Employee
                     Involvement and Empowerment as Motivators

                  
                  Two powerful intrinsic motivators are
                     employee involvement and employee empowerment. Employees who are engaged and
                     involved in a process are also more likely to support a change. The ASCM Supply Chain Dictionary defines employee
                     involvement and empowerment as follows:

                  
                  
                  
                     
                     Employee involvement (EI):
                        The concept of using the experience, creative energy, and intelligence of all employees
                        by treating
                        them with respect, keeping them informed, and including them and their ideas in decision-making
                        processes appropriate to their areas of expertise. Employee involvement focuses on
                        quality and
                        productivity improvements.

                     
                     Employee empowerment: The
                        practice of giving non-managerial employees the responsibility and the power to make
                        decisions
                        regarding their jobs or tasks. It is associated with the practice of transfer of managerial
                        responsibility to the employee. Empowerment allows the employee to take on responsibility
                        for tasks
                        normally associated with staff specialists. Examples include allowing the employee
                        to make
                        scheduling, quality, process design, or purchasing decisions.

                     

                  
                  
                  Everyone has a new role in this culture. Executives
                     set the tone and create a culture of ongoing change readiness. Managers provide coaching
                     and
                     training and ensure that new methods are implemented correctly and are sustained over
                     time. Workers
                     view their jobs as not only getting assigned tasks done but also improving the tasks
                     themselves,
                     doing preventive maintenance, or eliminating unnecessary steps.

                  
                  
                  
                  The empowerment and responsible delegation mentality moves from “I say and you
                     do” to “What do you think?” While this can be a motivating factor for employees, managers
                     still need
                     to carefully explain expectations so that employees know what results need to be achieved.
                     After the
                     manager determines how much responsibility a given individual will be able to handle
                     and still
                     thrive, they give that worker the right amount of power and responsibility over areas
                     in which the
                     worker has expertise. Small teams of workers remain accountable for achieving results
                     but do not
                     need prior approval to plan and implement incremental improvements.

                  
                  
                  Empowered employees tend to be better workers because they take ownership over
                     their work and gain a sense of meaning from the autonomy that independent decision
                     making provides.
                     Empowerment can also reduce frustration, because employees can omit steps that add
                     no value. Since
                     other employees are likewise involved and empowered, any negative side effects of
                     a change are
                     noticed quickly, and further adjustments can be made. Managers have more time to add
                     value in other
                     ways, such as analyzing results or providing coaching.

                  
               
               

            
            

         
         
         
         
            
            
            Use Extrinsic
               Motivators

            
            
            
            
               
               
               Extrinsic motivators come
                  from sources external to the person and include individual or team
                  rewards and punishments. Key rewards include competitive salaries
                  and/or bonus pay, attractive benefits such as stock options, and
                  promotions. Key punishments include probation, loss of bonus pay,
                  demotions, and termination. Extrinsic rewards and punishments may
                  also be unrelated to pay or benefits. Public or private praise or
                  criticism, commemorative plaques, and so on are examples. Having
                  a safe, clean, and attractive workplace with sufficient amenities
                  is extrinsic as it is a type of benefit that helps to avoid dissatisfaction.

               
               
               
               Research in this area
                  indicates that extrinsic rewards are necessary to provide a base level
                  of motivation (i.e., to avoid dissatisfaction) but increases in
                  extrinsic rewards or punishments produces smaller and smaller marginal
                  benefits. External rewards can also stifle creativity and promote
                  only temporary compliance with goals. People will do exactly what
                  they perceive is required to earn the reward and no more. When the reward
                  ends, so does compliance. This is because both rewards and punishment
                  are perceived to be forms of manipulation (much like a bribe), and
                  this can result in resentment and other negative intrinsic demotivators.
                  They also promote unproductive behavior such as competition, which
                  stifles collaboration.

               
               
               
               At most organizations,
                  extrinsic motivators are still necessary to some extent, and they
                  may be a cultural expectation at an organization. Extrinsic motivators
                  may need to be accommodated in supply chain designs such as by setting
                  penalties for failure to meet a metric’s minimum level or rewards
                  for meeting a stretch goal for the metric. However, the primary
                  goal should be to rely on intrinsic rewards as much as possible. Careful
                  use of performance appraisals is a good example of how to include
                  balance in internal versus external motivators.

               
               
               
               
                  
                  Role of Performance Appraisal

                  
                  One of management’s most important
                     challenges is to motivate employees and gain their wholehearted
                     commitment. An effective appraisal and reward system for employee
                     behavior and accomplishments is part of this task.

                  
                  
                  The ASCM Supply Chain Dictionary defines
                     related terms as follows:

                  
                  
                  
                     
                     Performance appraisal: Supervisory
                        or peer analysis of work performance. This appraisal may be made
                        in connection with wage and salary review, promotion, transfer,
                        or employee training.

                     
                     Performance measure: In a performance
                        measurement system, the actual value measured for the criterion.

                     

                  
                  
                  Performance appraisal
                     is more closely tied to extrinsic motivation than to intrinsic motivation
                     but can result in some of each. An efficient employee recognition
                     and reward system may have a beneficial effect upon intrinsic motivation
                     in several ways—instilling a sense of ownership, facilitating a
                     long-term focus with continuous improvement, promoting teamwork,
                     minimizing employee dissatisfaction, and enhancing employee interest
                     in the financial performance of the company.

                  
                  
                  
                  Performance appraisal is also the source
                     of many extrinsic rewards and punishments, such as promotions or
                     poor reviews. It is also a process that the employee typically must
                     be part of and therefore is externally acting on the person.

                  
                  
                  Organizations use performance
                     appraisals to evaluate employees on how they have fared against
                     the goals and objectives set by their managers. Managers can use appraisals
                     to recognize extraordinary efforts as well as areas for improvement.
                     An effective evaluation is direct and precise, meaning that there
                     is no over-the-top praise, no glossing over weaknesses, and no surprises.
                     Support, encouragement, and constructive criticism can motivate
                     employees to try even harder.

                  
                  
                  To be successful, an organization must
                     strike a balance between reprimand and reward. Some stress and pressure
                     in the work environment can be motivational or necessary, but too
                     much can harm strategy execution.

                  
                  
                  Appraisal should be tied to an employee
                     development program that encourages important group performance
                     requirements. Some organizations choose to involve many appraisers
                     in the process and use the 360-degree appraisal process. Individuals receive
                     feedback from the manager, the supervisor, team members, and any
                     direct reports. Some organizations even go so far as to include
                     internal and external suppliers and customers in the gathering of
                     the 360-degree feedback. This technique is highly useful in terms
                     of a broader perspective and greater self-development. It is therefore
                     somewhat more intrinsically rewarding.

                  
                  
                  An effective appraisal process avoids a
                     sole focus on past performance and focuses instead on assisting
                     employees in their future jobs and quality efforts. It is important that
                     the appraisal be fair and unbiased, but it is difficult to make
                     an appraisal of just past behavior feel fair because there is often
                     a gap between self-assessments and management assessments. People
                     tend to gloss over their own negatives, so these gaps will exist
                     but can cause issues of perception of fairness. Looking to the future provides
                     an action plan, which is a form of positive intrinsic motivation.

                  
                  
                  Performance appraisals
                     are useful in measuring direct labor performance in the following
                     categories:

                  
                  
                  
                  
                     
                     	
                        
                        
                        
                           
                              Ideas.
                              
                           As a
                              category, this can be subjective, but that is not a reason not to
                              use it. The adoption of suggestions by a team or an individual can
                              be used as a criterion.
                           

                        
                        

                     
                     
                     	
                        
                        
                        
                           
                              Teamwork.
                              
                           This also
                              is a subjective but important category. In an environment that
                              promotes teamwork as a norm, exceptional team players need
                              recognition.
                           

                        
                        

                     
                     
                     	
                        
                        
                        
                           
                              Flexibility.
                              
                           As
                              workers are trained and certified in different skills, their ability
                              to perform a wider range of tasks increases and can be
                              documented.
                           

                        
                        

                     
                     
                     	
                        
                        
                        
                           
                              Quantity.
                              
                           Quantity
                              of output is a quantifiable measure, but it generally is a measure
                              of a team’s accomplishments rather than an individual’s.
                           

                        
                        

                     
                     
                     	
                        
                        
                        
                           
                              Quality.
                              
                           Quality
                              can also be measured objectively through mathematical comparisons to
                              standards and statistical analysis. Again, it is usually measured at
                              the team rather than the individual level. It often is difficult to
                              assign responsibility for defects to individuals. Defects could be
                              caused by poor product design, defective components, or workers not
                              having the right skill level. In such instances, the problem should
                              be under the control of managers, not the individuals or the team as
                              a whole.
                           

                        
                        

                     

                  
                  
                  As organizations begin
                     to rely on more and more self-managed teams, there may be a need
                     to reconsider existing reward systems. Appraisal and reward systems
                     that measure individuals against narrow job responsibilities and
                     specific tasks may become obsolete. Imaginative systems for measuring
                     and rewarding workers have been introduced in recent years, including
                     team-related peer assessment, team appraisals by management with
                     each team member getting identical rewards, and the completely salaried
                     workforce that benefits from profit sharing.

                  
               
               

            
            

         
         
   
      
         
         
         
         Section
            B: Design and Implement Supply Chain Transformation Work Streams
            and Projects

         
         
         
         
            
            
            
               After completing
                  this section, students will be able to
               

            
            
            
            
               
               
               	
                  
                  
                  Collaborate with internal and external
                     stakeholders by determining the desired level of collaboration,
                     setting collaboration guidelines, and preparing strong recommendations

                  
                  

               
               
               
               	
                  
                  
                  Engage with stakeholders
                     by investing in their development and ensuring their readiness to
                     drive desired project outcomes and benefits

                  
                  

               
               
               
               	
                  
                  
                  Design supply
                     chain processes by decomposing supply chain value streams to the lowest
                     industry-neutral level (e.g., level 3 on a SCOR DS to-be map)

                  
                  

               
               
               
               	
                  
                  
                  Design supply
                     chain processes in detail by decomposing supply chain value streams
                     to the industry-, location- or methodology-specific level (e.g.,
                     SCOR DS level 4 defined by the organization) using detailed mapping
                     and storyboarding

                  
                  

               
               
               
               	
                  
                  
                  Mock up and prototype
                     the process and flow and then test it using network modeling and
                     simulations such as testing software configuration in a sandbox environment

                  
                  

               
               
               
               	
                  
                  
                  Conduct two-phased
                     pilot projects and assess scalability

                  
                  

               
               
               
               	
                  
                  
                  Set policies for
                     individual projects and implement these projects

                  
                  

               
               
               
               	
                  
                  
                  Scale up to enterprisewide
                     solutions, recognizing scaling challenges.

                  
                  

               
               

            
            
            
            In this section, we
               address how to design and implement individual projects or work streams
               that are in the approved and prioritized transformation portfolio.
               Note that the detailed mapping of to-be supply chain value streams
               and their related metrics is reserved for this phase so that only
               promising projects require this investment of development time.
               Low-level mapping and storyboarding helps define industry- or location-specific
               process elements, including those based on methodologies such as lean
               or the theory of constraints.

            
            

         
         
         
         
   
      
         
         
         
         Collaborate with Internal and External Stakeholders

         
         
         
         
            
            
            Here we discuss how to
               build trust and relationships with internal and external stakeholders
               and how to use a stakeholder engagement process to ensure stakeholder development
               and readiness.

            
            

         
         
         
         
         
            
            
            Build Trust and Relationships with
               Stakeholders

            
            
            
            
               
               
               During transformation execution, the design team
                  and project teams rely on the influence grid (oppose, neutral, or support on one
                  axis and low, medium, and high influence on the other axis) developed as part of the
                  project communication plan to identify the critical few persons who have the power
                  to drive or derail a transformation or one of its individual projects.

               
               
               
               This grid needs to be evaluated for changes in individuals’
                  positions (i.e., from neutral to supportive) as part of efforts to date or for a
                  specific project (e.g., a middle manager with strong influence for a given project
                  area; a person whose main influence was in an earlier project phase). Also determine
                  if persons need to be added or removed. To determine changes in attitudes, look not
                  only for changes in how the individual speaks about the transformation but also in
                  how they react to problems or good news and in actions the person takes such as
                  providing sufficient resources. This review will help determine which persons
                  require the most ongoing trust and relationship building, both internally and
                  externally.

               
               
               
               
                  
                  Build
                     Trust and Relationships with Internal Stakeholders

                  
                  The internal
                     stakeholders one should focus on for trust and relationship building include
                     anyone with high influence, regardless of whether they are unsupportive,
                     neutral, or supportive. The goal is to shift unsupportive persons to neutral and
                     neutral persons to supportive. Priority might be placed on neutral persons early
                     in the transformation to help develop a critical mass of support, which might
                     help bring some unsupportive persons around. The goal for supportive persons is
                     to keep their support and sense of urgency and encourage them to keep taking an
                     active role. The persons of middle influence one should target include experts
                     that everyone respects.

                  
                  
                  
                  The basic process of building trust
                     and relationships with internal stakeholders requires involving each stakeholder
                     in the process as early as possible (include many on teams or committees) as
                     well as favoring targeted communications over group communications. (These are
                     necessary for introducing subjects but are not sufficient by themselves.)
                     Targeted communications can be one-on-one or in small groups, and this allows
                     for tailoring the message to the audience. Collaboration here involves gathering
                     suggestions or criticisms, discussing them within teams or committees, and
                     circling back to show how the feedback was incorporated or explaining why it
                     could not be incorporated. If the feedback cannot be incorporated consider
                     offering a next-best option.

                  
                  
                  While
                     this process of involving people can amount to a large time commitment, it may
                     be the only way to succeed, because the strategy becomes “our” strategy and
                     “what is in it for me” can become “what is in it for us.” However, even when
                     transformation leadership starts to feel this commitment from stakeholders, it
                     is important to keep monitoring and controlling this to ensure that victory was
                     not declared too soon.

                  
               
               
               
               
                  
                  Build
                     Trust and Relationships with Customers and Suppliers

                  
                  When working on a
                     transformation, external supply chain parties may be directly involved in
                     transformation design if their participation is required, or the transformation
                     may be conducted with such parties as potential beneficiaries of the new
                     processes and systems but without requiring their agreement. In the former case,
                     building trust and relationships is absolutely essential and must be initiated
                     from the highest organizational levels. In the latter case, potential
                     beneficiaries of or participants in the supply chain transformation should still
                     be consulted. This process involves gathering customer or supplier requirements
                     and then using this input as a design consideration. When their feedback is
                     used, this should be communicated back to them to increase their chances of
                     acceptance or further participation. When the transformation projects are
                     complete, it is important to circle back to seek the parties’ acceptance of the
                     final process in the form of determining which parties plan to use the process
                     and what support they will need to use it. Changes in policies and so on need to
                     be communicated to all affected parties.

                  
                  
                  
                  When external party participation is
                     necessary or highly desirable but optional, the organization needs to prepare
                     strong recommendations. A strong recommendation should be one that offers as
                     much value as it asks of others. In other words, adopt a win-win mentality.
                     Start with considering what the organization may be willing to offer other
                     parties, which can include information, value-added services, or various
                     concessions such as on prices or contract duration. For information sharing,
                     consider what data you will be willing to trade now as well as what you might
                     trade as more trust is built. Note that confidential data can easily be misused
                     by other organizations, such as pricing data getting into competitors’ hands and
                     then used to undercut the organization. Robust contracts are needed along with
                     strong data security protections. Have a data negotiations approach and know
                     what data are on the table for trading. Third parties might be used to manage
                     data fairly.

                  
                  
                  Given this preparation,
                     a strong recommendation can be made. A strong recommendation is a sales pitch.
                     It needs to provide the vision of what working together will look like if
                     successful, and it needs to inspire the potential partner to seek more detail.
                     If senior leadership succeeds in generating awareness and interest, then the
                     next level of recommendation can involve members of the design team developing
                     and providing a clear and concise presentation in enough detail to promote
                     buy-in. Getting the people who did the work to do the presentation (while
                     favoring team members with good selling skills) enhances credibility and
                     facilitates question-and-answer sessions. Such recommendations should include
                     financial value propositions.

                  
                  
                  Supplier-customer relationships exist along a continuum. Exhibit 2-3 shows how supply chain relationships can take the form
                     of two general categories.

                  
                  
                  
                     Exhibit 2-3: Range of Customer-Supplier Relationship Types[image: The diagram illustrates the spectrum of supplier relationships from arm’s-length relationships to collaborative relationships. Go to long description for more details.]
                  Go to long description.

                  
                  
                  
                  
                     
                     	
                        
                        “Arm’s-length” or lower value-added relationships are based on
                           compatibility of interests and mutual need, often for tactical purposes,
                           and on short-term results. Selection is based on whether a supplier
                           fulfills the customer’s needs concerning price, features, quantity,
                           quality, and service level. For commodities and other supplies for which
                           there are many potential vendors, the relationship can easily remain at
                           arm’s length.

                        

                     
                     
                     	
                        
                        Collaborative or higher value-added relationships are based on greater
                           openness and trust, including

                        
                        
                        
                           
                           	
                              
                              Willingness to share information on topics such as cost,
                                 processes, market analysis, and future products

                              

                           
                           
                           	
                              
                              Mutual respect and confidence in the reliability and integrity
                                 of the other party.

                              

                           

                        
                        
                        Levels of partnership-type
                           relationships can include cooperative relationships (sharing information
                           in a standard format that is pushed or pulled) and, at a higher level,
                           coordinated relationships (information sharing plus more two-way
                           planning and execution and more compromise and negotiation, such as
                           vendor-managed inventory). These levels can start with cooperation to
                           build trust and then work toward coordination.

                        
                        
                        Strategic alliances can be described as synchronized
                           relationships that synchronize more than just the supply chain but also
                           jointly invest in research, development, intellectual property, or other
                           ways to create strategic value.

                        

                     

                  
                  
                  Strategy, the relative power of each
                     party (including how much you need them or vice versa), and the opportunity for
                     mutual gain can dictate the most desirable type of relationship to have with a
                     given entity. Therefore, no one relationship type is best, nor should all
                     relationships progress to higher levels of relationships and trust. Building
                     collaborative relationships is difficult due to the need to consciously align
                     with an independent entity, so it is reserved for situations in which the
                     benefits are likely to outweigh the costs.

                  
                  
                  The type of supply chain that is needed can be a strong
                     determinant of the ideal relationship type to work toward. Let’s re-examine
                     several types of supply chain segments introduced earlier, now from an ideal
                     relationship perspective:

                  
                  
                  
                     
                     	
                        
                        Low-cost strategy customers.
                           Customers who have more predictable demand and have a low-cost strategy
                           will tend to favor transactional arm’s-length relationships. They will
                           likely have a mix of vendors, conventional suppliers, and certified
                           suppliers. The supply chain needs lean processes to be
                           cost-competitive.

                        

                     
                     
                     	
                        
                        Customers with high demand
                              variability. Customers who have unpredictable demand will need
                           suppliers who have agility to ramp capacity up or down quickly to meet
                           demand opportunities as they arise. This can take the form of certified
                           suppliers or partnership-type relationships based on contracts that
                           promise capacity availability and fast response within certain
                           limits.

                        

                     
                     
                     	
                        
                        Project-driven customers. Customers
                           who are project-driven, such as those in the construction industry, have
                           a strong emphasis on logistics to meet tight delivery windows for lumpy
                           demand profiles. The supply chain in this case is more important than
                           the suppliers, meaning that an organization with a core competency in
                           project-related logistics (including 3PLs or 4PLs) might be the ideal
                           collaborative partner for this customer. Suppliers can be in a range of
                           transactional relationships with a few collaborative relationships for
                           innovative custom elements. Close supervision of multiple suppliers
                           helps gain trust.

                        

                     
                     
                     	
                        
                        Customer-supplier long-term collaboration
                              segment. Customers who have mostly predictable demand and desire
                           consistency such as predictable high quality or other brand value tend
                           to favor close working relationships and collaboration. A collaborative
                           supply chain should be designed to best serve such customers if they
                           agree to work toward some form of partnership or alliance.

                        

                     
                     
                     	
                        
                        Customers needing innovative or emergency
                              capacity. A customer who needs suppliers to provide innovative
                           solutions or emergency capacity will rely on these suppliers, which
                           promotes higher levels of relationship building. Contracts that share
                           benefits and losses can help promote collaboration. Ability to manage
                           business interruption risks is a key way to build trust.

                        

                     

                  
                  
                  For example, Sample, Inc., is seeking
                     to use CPFR with its key customers. This can entail developing joint strategic
                     or tactical plans, joint forecasts, and joint replenishment plans, so it will
                     require a partnership-type relationship or more. Similarly, other collaborative
                     business practices, such as efficient consumer response, continuous
                     replenishment, just in time, or lean may require some form of collaborative
                     relationship.

                  
                  
                  It is best to plan out
                     one’s ideal relationship type with a given external party before approaching
                     that party. Determine what needs to be transactional (price and volume for set
                     time), communicative (sender and receiver agree to communicate ad hoc),
                     cooperative (specific data shared regularly), coordinated (rely on partner
                     capabilities and longer-term commitment), or synchronized (integrate multiple
                     business processes) for various criteria, such as the categories shown in Exhibit 2-4, which is an example of an ideal relationship assessment
                     tool. The Xs in the exhibit show how one potential external party might be
                     assessed on each continuum. (One might also have options that fall between
                     distinct categories.) The relationship in this example may be cooperative with
                     some coordinated elements.

                  
                  
                  
                     
                     
                     
                        
                        
                           
                           Exhibit 2-4: Example of External Party Ideal Relationship Assessment With Example
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                  Note that the noncritical
                     versus strategic items and leverage versus bottleneck items in this relationship
                     assessment example refer to quadrants in the Kraljic portfolio matrix, as
                     discussed next.

                  
               
               
               
               
                  
                  Kraljic Portfolio Matrix

                  
                  
                  
                  
                  
                  Peter Kraljic developed the Kraljic
                     portfolio matrix comparing supply risk (e.g., supplier power, outsourcing
                     complexity) and profit impact (e.g., competitive value, proportion of product
                     cost) to describe possible buying approaches per supply category. As shown in
                     Exhibit 2-5, the matrix creates four quadrants, each representing a
                     type of item. This tool can be used during strategic analysis (i.e., when
                     evaluating or rationalizing the portfolio of products) and also when evaluating
                     potential supplier-partner relationships, as was shown in the prior ideal
                     relationship assessment example.

                  
                  
                  
                  
                     Exhibit 2-5: Supply Risk vs. Profit Impact[image: The diagram categorizes items based on supply risk and profit impact. Go to long description for more details.]
                  
                     Go to long description.
                     

                  
                  
                  
               
               
               
               
                  
                  Enablers of Trust

                  
                  
                  
                  
                  Trust can be developed between individuals at
                     each organization. The more individuals who have positive working relationships
                     with each other, the more likelihood that a critical mass of trust starts to
                     develop. Turnover can hinder this process, but here are some ways to help
                     nurture constructive relationships:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Be dependable
                           and stable.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Stay in regular
                           contact on subjects of specific concern.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Be credible: Do
                           what you say you are going to do and provide honest feedback.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Show empathy
                           for people and concern for results.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Be ready to
                           compromise, cooperate, and resolve disagreements.

                        
                        

                     
                     

                  
                  
                  
                  The organization as a whole can enable
                     trust by providing useful information on its capabilities and by providing wise
                     recommendations, innovations, and judgments. Organizations also need to
                     demonstrate proficiency in relationship management and in responding quickly to
                     threats and opportunities. The organization should show persistence and
                     constancy of purpose, such as by setting a strategy and providing governance to
                     ensure that everyone is acting in accordance with that vision. Setting a goal
                     and then ignoring noncompliance is a good way to encourage further
                     noncompliance. Everyone will have less trust going forward.

                  
                  
                  
                  Contracts can be used to reduce the risks
                     of trusting another party, assuming that both parties fulfill their obligations.
                     Contracts can be long-lasting, but they are often insufficient in themselves
                     without developing trust in individual relationships. Virtual organizations or
                     other strategic alliances have even more involved and longer-term contracts, and
                     some provisions are intended to mandate collaboration activities. Contract
                     provisions need to be monitored and controlled to be of value, and arbitration
                     or legal remedies should be sought for contract violations.

                  
                  
               
               

            
            

         
         
         
         
            
            
            Enable Stakeholder
               Development and Readiness Using Stakeholder Engagement

            
            
            
            
               
               
               
               Enabling stakeholder development and readiness
                  uses a process called stakeholder engagement because many stakeholders
                  cannot be directly managed. (Some are higher in authority than portfolio
                  or project managers; some are external.) Stakeholder engagement
                  can take many forms: active listening, mentoring, educating, training,
                  investing in stakeholder development, providing encouragement, cajoling, addressing
                  conflicts, or overcoming resistance to change.

               
               
               
               The goal of stakeholder
                  engagement is to ensure that stakeholders have the capability to
                  move from the as-is state to the to-be state in terms of technical
                  ability, willingness (or even enthusiasm), participation, curiosity,
                  and seeing and expressing the value of the change. In other words,
                  stakeholders need to be ready from behavioral/physical, emotional,
                  mental, and energetic/urgency perspectives.

               
               
               
               The stakeholder engagement
                  process involves identifying who stakeholders are and taking the
                  time to understand their needs before attempting to be understood.
                  This is important because program or project benefits will be viewed
                  as change by stakeholders, and change is disruptive. However, stakeholders
                  will have natural curiosity, and answering their questions can help
                  them start seeing the benefits. Frequently asked stakeholder questions
                  can be provided to wider audiences in electronic newsletters.

               
               
               
               The next step is to
                  analyze how stakeholders fit in the transformation vision, their power,
                  interest, and manner of interactions (i.e., office politics). This
                  leads to considerations of how best to engage with each stakeholder
                  (goal, medium, message, scheduling, and frequency), how to prioritize
                  stakeholders, and how to monitor results such as changes in their
                  opinions or reasons for lack of active participation. Avoid assumptions;
                  the person or group not actively participating could be confident in
                  its chosen direction or could be dissatisfied due to, for example,
                  inaccurate expectations. Monitoring can also include improving engagement
                  methods and documenting such improvements in lessons learned (engagement
                  do’s and don’ts).

               
               
               
               Stakeholders who were
                  missed in earlier stakeholder identification steps may now be feeling
                  left out and unconsulted. Such stakeholders need to be engaged as
                  soon as they are identified or self-identify.

               
               
               
               During transformation
                  execution, stakeholders in general need to warned that the supply
                  chain will be in flux. Some customers and suppliers may be added
                  or disintermediated, or other network changes may create temporary
                  delays, downtime, and so on. Preparing stakeholders for such disruptions
                  can reduce backlash.

               
               
               
               Engaging with employees
                  involves ensuring that they are getting the necessary training for
                  new roles and change management. It also involves ensuring that someone
                  is keeping them informed, consulting with them (i.e., rely on RACI
                  charts and stakeholder management plans), and answering their questions
                  as they arise. Providing intrinsic and extrinsic motivators is another
                  example.

               
               
               
               Engaging with suppliers
                  and customers can take the form of investing in their development
                  as part of a gain-sharing contract for cost cutting or innovating.
                  This can also involve providing help with financing (if needed)
                  or other orchestration.

               
               
               
               Engaging with external
                  regulators or nongovernmental standards-setting bodies involves
                  communicating with these parties early and often to increase the
                  chances that required regulatory approvals will occur promptly because
                  possible failure points are known in advance and accounted for.

               
               
               
               One way to assess stakeholder
                  development and readiness is to listen to stakeholders. Stakeholders
                  who are hopeful for the change, talk about the as-is method in the
                  past tense, show curiosity, help generate new ideas or what-if scenarios,
                  share their fears and their resolve, and so on, are likely ready.
                  As a quantitative measure, one can also monitor the number of change
                  requests stakeholders are making and the nature of these requests.
                  Too many changes or changes that would reduce alignment with the transformation
                  vision show that stakeholder development and readiness needs to
                  be more thorough.

               
               

            
            

         
         
   
      
         
         
         
         Design and Test Solutions

         
         
         
         
            
            
            Designing and testing
               solutions involves scoping approved projects at an industry-neutral
               level (e.g., SCOR DS level 3) and at an industry-, organization-,
               and location-specific process detail level (e.g., SCOR DS level
               4 or beyond). This involves storyboarding, prototyping, solution
               testing, and conducting pilot projects.

            
            

         
         
         
         
         
            
            
            Decompose To-Be Supply Chain Value
               Streams to Industry-Neutral Process Elements Level (e.g., SCOR DS Level 3)

            
            
            
            
               
               
               
               Projects that have made it through the prior
                  phase gates can now have their value streams designed in greater detail.
                  Doing so earlier would waste development time, because some of the projects
                  being developed might be canceled or postponed. This also allows the earlier
                  project phases to be rapid.

               
               
               
               Value streams (extended
                  supply chain processes to bring products or services to the market) are
                  emphasized here over functional area delimited process changes. The metrics
                  for these transformation projects are for the value stream, and so solutions
                  should be developed from this larger perspective. The projects should also
                  optimize functional area tradeoffs, which is possible only by transforming
                  the value stream.

               
               
               
               Designing new processes at this level can
                  be complex and needs to rely on proven best practices, experience, and
                  knowledge of the native functionality of the organization’s ERP and other
                  supply chain information systems. While creative solutions can be
                  encouraged, no one should be expected to build these processes from scratch.
                  Use of standard processes and business practices such as those in SCOR DS
                  can make the design more straightforward and helps designs to be
                  transferable to other areas of the organization.

               
               
               
               
                  
                  Conducting Detailed Research: CPFR Example

                  
                  
                  
                  
                  Project teams need to
                     conduct research in the discipline(s), practices, or technologies
                     related to the project, such as by reading a recent textbook on the
                     subject and reviewing other sources such as respected websites. The
                     team may also rely on internal or consulting expertise. A key outcome
                     of this research is to develop a first draft of the business rules and
                     policies related to this area. For example, the Sample, Inc., CPFR
                     project team selected a textbook and some white papers on CPFR and
                     used these to create a checklist of process elements or best practices
                     to include in the project design. They used this information to draft
                     CPFR policies for stakeholder review, such as rules for resolving
                     disagreements with customer liaisons, desired forecast cycle times, or
                     the type of ERP forecast consumption algorithm to use. What follows is
                     a brief primer on CPFR, which will be helpful in understanding the
                     collaborative processes they are mapping out.

                  
                  
                  
                  The ASCM Supply Chain
                        Dictionary defines collaborative
                        planning, forecasting, and replenishment (CPFR) as

                  
                  
                  
                  
                     
                     a collaboration process
                        whereby supply chain trading partners can jointly plan key
                        supply chain activities from production and delivery of raw
                        materials to production and delivery of final products to end
                        customers.

                     

                  
                  
                  
                  Exhibit 2-6 shows the areas of collaboration in CPFR
                     that customers need to work on with their suppliers. Sample, Inc.,
                     uses this model to guide collaboration with Costking, their CPFR pilot
                     project customer.

                  
                  
                  
                  
                     
                     
                     
                     
                        
                        
                           
                           Exhibit 2-6: CPFR Model
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                  The CPFR planning cycle
                     involves reviewing and analyzing past plans and cycle performance,
                     working collaboratively with partners to plan forecasts and resolve
                     conflicts for future cycles, reviewing plans with regard to expected
                     demand, and then committing to the supply plan and order forecast,
                     including making agreements on how exceptions will be addressed when
                     they occur. As described by the GS-1 US, CPFR is a nine-step
                     process:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Developing a
                           collaboration agreement

                        
                        

                     
                     
                     
                     	
                        
                        
                        Creating a joint
                           business plan

                        
                        

                     
                     
                     
                     	
                        
                        
                        Creating a sales
                           forecast

                        
                        

                     
                     
                     
                     	
                        
                        
                        Identifying
                           exceptions for the sales forecast

                        
                        

                     
                     
                     
                     	
                        
                        
                        Resolving/collaborating on exception items

                        
                        

                     
                     
                     
                     	
                        
                        
                        Creating an order
                           forecast

                        
                        

                     
                     
                     
                     	
                        
                        
                        Identifying
                           exceptions for the order forecast

                        
                        

                     
                     
                     
                     	
                        
                        
                        Resolving/collaborating on exception items

                        
                        

                     
                     
                     
                     	
                        
                        
                        Generating
                           orders

                        
                        

                     
                     

                  
                  
                  
                  The nine steps can be
                     grouped into two categories: individual business strategic changes
                     (the first two steps) and day-to-day activity (the remaining steps).
                     The first two steps can be very time-consuming, as they involve
                     strategy and planning and a culture change in how the organizations
                     work with their partners.

                  
                  
                  
                  The first thing
                     Sample, Inc., and Costking do is to determine how to map the various
                     strategy and planning, demand and supply management, execution, and
                     analysis tasks within CPFR as their and Costking’s SCOR DS processes
                     at a high level (levels 2 or 3). Exhibit 2-7, Exhibit 2-8, Exhibit 2-9, and Exhibit 2-10 show which customer and which supplier
                     processes map to each other. (Some processes only done by the customer
                     are also shown.) Note how the customer’s order maps to the supplier’s
                     fulfill.

                  
                  
                  
                  
                     Exhibit 2-7: CPFR Strategy and Planning SCOR DS Process Collaboration Areas[image: The table presents the areas of collaboration in strategy and planning between the supplier (Sample, Inc.) and the customer (Costking). Go to long description for more details.]
                  
                     Go to long description.
                     

                  
                  
                  
                  
                  
                     Exhibit 2-8: CPFR Demand and Supply Management SCOR DS Process Collaboration Areas[image: The table shows the areas of collaboration in demand and supply management between the supplier (Sample, Inc.) and the customer (Costking). Go to long description for more details.]
                  
                     Go to long description.
                     

                  
                  
                  
                  
                  
                     Exhibit 2-9: CPFR Execution SCOR DS Process Collaboration Areas[image: The table illustrates the areas of collaboration in execution between the supplier (Sample, Inc.) and the customer (Costking). Go to long description for more details.]
                  
                     Go to long description.
                     

                  
                  
                  
                  
                  
                     Exhibit 2-10: CPFR Analysis SCOR DS Process Collaboration Areas[image: This table outlines the areas of collaboration between the supplier (Sample, Inc.) and the customer (Costking) in supply chain analysis, including orchestration, planning, and sourcing activities. Go to long description for more details.]
                  
                     Go to long description.
                     

                  
                  
                  
               
               
               
               
                  
                  Sample, Inc., Strategy and Planning CPFR Processes at SCOR DS Level
                     3

                  
                  
                  
                  
                  The next step is to further decompose
                     each major process into the next level of detail. When using SCOR DS,
                     the project team can review and adapt the industry-neutral process
                     flowcharts shown at the bottom of most level 3 process descriptions to
                     their own purposes. Teams should also rely on the results of the
                     “staple yourself to an order” interviews conducted for this
                     area.

                  
                  
                  
                  Exhibit 2-11 shows how Sample, Inc., built a level 3
                     swimlane flowchart for the strategy and planning collaboration tasks
                     to clarify which party needs to do which processes separately versus
                     in joint collaboration sessions. Basically, each party does its own
                     strategic planning and then they come together at the scenario
                     generation process to explore complementary strategy scenarios. Once
                     each party makes any needed internal changes, they develop supply
                     chain plans at various planning levels, determine how to integrate
                     with product life cycle plans, and then determine how to share
                     business intelligence (BI) data for decision making at strategic,
                     tactical, and operational levels.

                  
                  
                  
                  
                     Exhibit 2-11: Sample, Inc., CPFR Collaboration for Strategy and Planning, Level 3[image: The swimlane flowchart outlines the strategic planning tasks and collaboration between Sample, Inc., and Costking. It shows the tasks each company performs individually and their collaborative tasks, including aligning financial plans, developing supply chain performance objectives, and integrating plans with product life cycles. Arrows indicate the flow of tasks and collaboration points.]
                  
                  
                  
               
               
               
               
                  
                  Sample, Inc., Demand and Supply Management CPFR Processes at SCOR DS
                     Level 3

                  
                  
                  
                  
                  In another example
                     from the same CPFR pilot project, Exhibit 2-12 shows how Sample, Inc., built a swimlane
                     flowchart for the demand and supply management portions of CPFR. Note
                     that this process map will need to integrate with other detailed
                     process maps (not all of which are shown).

                  
                  
                  
                  Exhibit 2-12: Sample, Inc., To-Be CPFR Swimlane Flowchart at SCOR DS Level 3
                     
                     [image: The sample swimlane flowchart outlines the demand and supply management portions of CPFR. Go to long description for more details.]
                     
                     
                     
                        Go to long description.
                        

                     
                     

                  
                  
                  
                  The project team also needs
                     to develop a to-be narrative description of each process. For example,
                     the CPFR team created a to-be narrative for the above flowchart. Here
                     we will cover some key points rather than a narrative of every process
                     in the flow:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        OE1.3, Gather and analyze external SC insights, is about
                           customer, product, and service factors and how they relate
                           to supply chain strategy. It is part of OE1, Supply Chain
                           Strategy. OE1.3 uses the supply chain strategy scope and
                           market data as inputs (not shown). Relevant market data
                           are output.

                        
                        

                     
                     
                     
                     	
                        
                        
                        P1.1,
                           Capture external market signals, involves collecting
                           external influences on demand requirements (customer
                           forecasts adjusted for promotions and inventory levels).
                           It is part of P1, Plan Supply Chain. P1.1 requirements are
                           aggregated in P1.2 with information on confirmed orders
                           from 02.3 and information on fulfillment from
                           F2.8.

                        
                        

                     
                     
                     
                     	
                        
                        
                        P1.4,
                           Balance external market signals, SC requirements, and SC
                           response using SC modeling techniques, uses the aggregated
                           SC requirements and information on inventory availability
                           and SC resources from P1.3 and inputs to that process to
                           measure supply and demand gaps and determine a combination
                           of actions to resolve them (marketing, pricing, etc.)
                           while optimizing resilience, costs, and asset management.
                           It results in a time-phased schedule that commits supply
                           chain resources to meet requirements.

                        
                        

                     
                     
                     
                     	
                        
                        
                        P1.6,
                           Communicate plan to execution functions and evaluate, is
                           the beginning of a feedback loop that goes to the
                           transform and fulfillment execution functions. This and
                           the next several linked processes require these functions
                           to evaluate aggregate requirements, balance these
                           requirements against transformation constraints (raw
                           material inventory, resources, capacity) or fulfillment
                           constraints (transportation, load sizes), and create
                           finalized transform and fulfillment plans. The goal is to
                           develop production and fulfillment plans that optimize
                           service, cost, and inventory. The loop is completed by
                           feeding these finalized plans back to P1.3. Fulfillment
                           plans are also an input to O2.2.

                        
                        

                     
                     
                     
                     	
                        
                        
                        O2.2,
                           Receive, enter, and validate order, is where the Costking
                           purchasing functional area takes over. Customer service
                           also generates, submits, and transmits the order. Another
                           input to O2.2 is O2.1, Process inquiry and quote, but this
                           is not shown. Note that in the to-be process, the CPFR
                           process will result in order size and timing constraints
                           that will be part of order validation rules.

                        
                        

                     
                     
                     
                     	
                        
                        
                        F2.2,
                           Receive order signal, is where shipping takes over. The
                           various processes shown demonstrate how product from
                           inventory or from transformation (repackaging, not shown)
                           are assembled into loads. A signal is sent to accounts
                           receivable (A/R) to generate an invoice once the vehicle
                           is loaded. This is also the point where data on
                           fulfillment is provided back to P1.2 for
                           aggregation.

                        
                        

                     
                     

                  
                  
                  
                  To complement this process,
                     the CPFR team develops a to-be RACI diagram. A portion of this diagram
                     is shown in Exhibit 2-13. Note that because transformation occurs in
                     only one location for this West Coast distribution project while
                     fulfillment occurs in two locations, there are some differences in who
                     needs to be responsible versus consulted. DC1 will be responsible for
                     CPFR planning. DC2 will be consulted. DC2 inventory and storage
                     capacity data will automatically be provided to DC1.

                  
                  
                  
                  
                     
                     
                     
                     
                        
                        
                           
                           Exhibit 2-13: Sample, Inc., RACI Diagram for To-Be CPFR Process (Abridged)
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                  In addition,
                     the CPFR project team needs to map each process to the corresponding
                     enterprise resource planning (ERP) system modules and system codes to
                     define the ERP transaction scope. A prerequisite to this step is to
                     review the base configuration for these processes in the ERP system to
                     understand how the process is supposed to work. This may represent
                     best practices, or the team may use the base configuration as a
                     starting point and then determine the configuration that best maps to
                     the desired to-be state. This could involve

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Including or omitting certain ERP transactions or making
                           other configuration choices, such as the planning horizon
                           of a CPFR cycle. Add such specifics to the process maps
                           and narratives.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Combining certain steps because they are combined in the
                           ERP system and the improvement to be had from separating
                           them is marginal compared to the cost.

                        
                        

                     
                     

                  
                  
               
               

            
            

         
         
         
         
            
            
            Decompose Process
               Elements in To-Be Supply Chain Value Streams to Industry-Specific
               Level (e.g., SCOR DS Level 4)

            
            
            
            
               
               
               
               With completed process maps at the industry-neutral
                  process element level (e.g., SCOR DS level 3) and ERP transaction
                  scope maps, the project team is ready to start defining these processes
                  in yet more detail. This corresponds to SCOR DS level 4 and below,
                  which are levels for the industry’s or the organization’s specific
                  supply chain management processes such as the theory of constraints
                  or ERP system functionality. They are not defined in SCOR DS for
                  this reason. Exhibit 2-14 revisits
                  the SCOR DS graphic that shows the distinction between these levels.

               
               
               
               
                  Exhibit 2-14: SCOR DS Process Elements Are at Level 3; Level 4 Decomposes Process
                     Elements[image: The diagram depicts the SCOR (Supply Chain Operations Reference) model. Go to long description for more details.]
               
                  Go to long description.
                  

               
               
               
               
               Project teams use the following steps to
                  define these process elements.

               
               
               
               
                  
                  
                  	
                     
                     
                     Research best practices
                        in the discipline(s) related to the project, such as by reading textbooks
                        and white papers, exploring respected websites, or having discussions with
                        experts.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Determine
                        if any as-is processes are considered best practices and should
                        be retained. Map where these fit on the level 3 process map. Determine
                        a logical and consistent numbering convention for level 4 elements,
                        such as by adding a decimal point to the related SCOR DS level 3
                        process and assigning a unique identifier to each subprocess. For
                        example, F2.10, Ship product, could have F2.10.1, Transmit ASN,
                        as a substep.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Add
                        new best practices identified in the research to the level 3 process
                        map using the same numbering convention.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Add
                        ERP transaction codes to the map for each level 3 process to help
                        when defining process names and process inputs and outputs.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Create
                        a storyboard of each step in the process to provide a visual walkthrough
                        of the process. ERP process steps can be storyboarded with a series
                        of screen captures.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Draft
                        location- or methodology-specific process elements (e.g., SCOR DS
                        level 4) using the storyboard and identified best practices.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Seek
                        consensus on the to-be process map, to-be narratives, and storyboard
                        with the project team, the project manager, and extended stakeholders.
                        In addition to gaining agreement on solution features, scope the
                        change in terms of process changes, policy changes, software configuration
                        changes, or the need for new software or related technology infrastructure.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Revise
                        the process maps, processes, storyboards, and so on based on feedback.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Create
                        a mockup and/or prototype of the new process. For processes that
                        occur in ERP or other information systems, create the prototype
                        in a sandbox (testing) environment so as not to disrupt the live
                        system. Test scenarios using the organization’s data.

                     
                     

                  
                  

               
               
               
               Storyboarding
                  is used in movie making to visually depict each scene and to show
                  how the story line progresses through various milestones. It is
                  essentially a type of outline that guides the detail work so that
                  the story has a coherent plot. Storyboards have been extended to
                  other areas of design. For example, storyboards are frequently used in
                  lean manufacturing to indicate the problem, approach, and solution.
                  Storyboarding is a visual method of showing what is going to be
                  built.

               
               
               
               Storyboarding can be applied to transformation
                  projects to create a visual walkthrough of a detailed process. This
                  ensures that the process as a whole makes sense and the details
                  can integrate. Storyboards can provide an easy way to understand
                  the first draft of a level 4 process.

               
               
               
               A storyboard for a
                  transformation is typically a series of screen captures from the
                  ERP or other information system intended to provide a visual tour
                  of the process. The goal is to document the features and functionality
                  of the to-be process from start to finish. The storyboard plus the
                  process maps, geographic maps, to-be narrative, RACI charts, business
                  rules, automation goals, performance goals, risk assessments, and
                  resource and skill requirements all should be considered together.
                  The storyboard can serve as a map to tie these elements together
                  and ensure that the order of operations and inputs and outputs make
                  sense. For example, some functions that are mapped as occurring
                  sequentially might be performed in parallel on the same ERP transaction screen.
                  The names of transaction screens, entry fields, and so on can also
                  be used in the design documents to minimize miscommunication.

               
               
               
               Getting screen captures
                  of a to-be process or testing a mockup requires some preparation
                  work on the part of the transformation design team in earlier phases.
                  The design team will need IT support to set up a sandbox environment
                  that has access to organizational data but will not impact the live
                  system. Given this, the project team will need one or more configuration
                  experts for the information system(s) in question to set up the
                  to-be processes. ERP configuration can be time-consuming, so the
                  project manager needs to ensure that this does not become a blocker.
                  For example, it will not be possible to progress through the various
                  transaction screens if a drop-down entry field on a screen has no
                  underlying data to select from. Conversely, if the sandbox environment
                  is developed earlier, it tends to speed later team and stakeholder consensus
                  building for to-be changes.

               
               
               
               Sample, Inc., creates
                  ERP storyboards as well as storyboards for a cloud-based customer
                  relationship management (CRM) system that customers have agreed
                  to use for collaborating on ordering and fulfillment to ensure that
                  proper discounts, inventory levels, and collaborative forecast order
                  sizes can be automatically considered. Then they map these processes
                  by deciding to extend the SCOR DS terminology. They also list the
                  CRM system codes (the SO### codes in Exhibit 2-15).

               
               
               
               Exhibit 2-15 shows
                  the execution portion of the CPFR process, here narrowed down to just
                  the subset of execution involving customer order placement. Note
                  how the project team specifically created the new process O2.2.3,
                  Validate order size and timing constraints, to allow the collaborative
                  forecast from CPFR to be factored in to what is otherwise still
                  a fairly conventional ordering process. O2.2.3 sets constraints
                  on order size and timing based on the results of the collaborative
                  forecast produced with the customer. Customers still want to have
                  the ability to adjust order size within a certain range as needed.
                  This process also allows the existing ERP and CRM processes to be used
                  without too much new process development, saving significant development time.

               
               
               
               
                  Exhibit 2-15: Sample, Inc., CPFR Execution Level 4 Process Map (Order Subset)[image: The diagram illustrates the execution portion of the CPFR process, specifically focusing on the subset involving customer order placement. Go to long description for more details.]
               
                  Go to long description.
                  

               
               
               
               
               A number of other details
                  can be included in various to-be process flows. One might show a
                  time-phased repetitive process by creating a swimlane for each cyclical
                  time period in a process cycle. For example, the Sample, Inc., and
                  Costking CPFR project teams also create a time-phased level 4 process
                  flow for the CPFR process to show the cadence of this monthly process
                  among the various participants. This builds on the prior CPFR demand
                  and supply management level 3 to-be process map shown earlier, but
                  it also contains some execution tasks. Note that P4.5 is Communicate
                  final transform and P5.5 is Communicate final fulfill.

               
               
               
               
                  Exhibit 2-16: Sample, Inc., To-Be CPFR Plan by Week[image: The image is a detailed flowchart illustrating a four-week collaborative planning process between Sample, Inc., and its customers. Go to long description for more details.]
               
                  Go to long description.
                  

               
               
               
               
               Note also that in many
                  cases, process flowcharts contain decision points and approval steps.
                  As an example, Exhibit 2-17 shows
                  a simplified version of a level 4 flowchart for getting an engineering
                  change order approved and deployed. This example is unrelated to
                  the running CFPR example.

               
               
               
               
                  Exhibit 2-17: Detailed New Process for Engineering Change Order and Approval[image: The image is a detailed flowchart illustrating the process for an Engineering Change Order (ECO) and approval within an engineering department. Go to long description for more details.]
               
                  Go to long description.
                  

               
               
               

            
            

         
         
         
         
            
            
            Mockup and Prototype Process and
               Flow

            
            
            
            
               
               
               
               A mockup
                  of a process can take the form of a conference room simulation or other type of
                  walkthrough or role-playing exercise. Another example is building a network
                  simulation that leverages analytic tools such as linear programming to optimize
                  network nodes and lanes for efficient fulfillment.

               
               
               
               The purposes of prototyping include proving
                  feasibility and eliciting feedback for iterative improvement. A prototype could be
                  a
                  physical prototype or a process configuration of an ERP or other information system.
                  Software prototypes require performing solution testing on that configuration.

               
               
               
               Physical prototypes include a prototype of a
                  new product or prototype transformation equipment tools or dies. 3D printing may be
                  useful for transformations that require physical prototypes.

               
               
               
               The primary discussion of prototypes here looks
                  at prototypes of ERP or other information system configurations. When setting up a
                  prototype of the to-be process in the ERP or other information system, use the to-be
                  planning system parameters and other master data so it will properly reflect the
                  to-be process and its constraints. These decisions should be made by the project
                  team in consultation with the associated experts in the given area. Getting to this
                  level of specificity could involve more interviews —perhaps “staple yourself to an
                  order” interviews—to walk through each step in the process. For example:

               
               
               
               
                  
                  
                  	
                     
                     
                     When an order is
                        received from a customer, it is entered in the system with quantity, time to
                        deliver, and related customer information.

                     
                     

                  
                  
                  
                  	
                     
                     
                     The entered order
                        is then subject to dynamic order size and timing constraints from the CPFR
                        collaboration process and predetermined system parameters such as minimum
                        order lead time, available-to-promise checks, and so on.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Once the demand is
                        confirmed, it is checked against available capacity and available material
                        within the defined time fence. If there are risks, they are evaluated based
                        on possible changes such as need for re-planned deliveries.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Once the order is
                        accepted, the requirements are released to the suppliers for material
                        deliveries, the production plan is committed, the products are transformed,
                        customers receive ASNs, and delivery occurs as promised.

                     
                     

                  
                  

               
               
               
               Once all development items have been designed
                  and the functional configuration of the system is documented, the configuration
                  experts or system programmers set the baseline configuration for the system.
                  Fine-tuning of this configuration will occur as part of a feedback loop from
                  solution testing or other requirements gathering.

               
               
               
               Configuration of an ERP system (and many other
                  types of information systems) involves selecting options that indicate how the
                  system should perform transactions to meet to-be business requirements. ERP or other
                  systems will have a configuration implementation guide that configuration experts
                  should be familiar with. One special area of configuration is for any related
                  orchestrate elements (i.e., SCOR DS OE processes), which is where to-be process
                  assumptions, policies, and performance metrics are configured.

               
               
               
               ERP system developers may also need to create
                  entirely new supply chain processes. This is likely to be much more time-consuming
                  than configuration, since it is a type of ERP customization. It will also require
                  sufficient resources or it will be at a high risk of failure. For example, one
                  organization decided to create 18 new supply chain processes and a year later none
                  were fully complete.

               
               
               
               At this point the project team also needs to
                  roll out some training and documentation:

               
               
               
               
                  
                  
                  	
                     
                     
                     Document new
                        standard operating procedures, policies, business rules, and job aids for
                        system users and validate that the documented material follows the
                        agreed-upon process, has been tested at the detail level, and results in the
                        desired outputs. Ensuring material quality can be a challenge. Training
                        materials cannot be finalized until the process is finalized and often are
                        needed very soon after that point. Use a version control process to ensure
                        that everyone is using the latest version when expected.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Train power users
                        in the industry-specific (level 4) process elements and system transactions.
                        These persons will be leveraged during solution tests and the pilot
                        project.

                     
                     

                  
                  

               
               
               
               
                  
                  Solution Tests

                  
                  
                  
                  
                  Once the sandbox environment
                     prototype is configured, it is used for solution tests, which are tests of the
                     validity of the configuration scripts. Solution tests may include the following
                     levels of testing common to software development:

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Functional
                              testing. Functional testing involves performing each process in
                           the level 4 process maps and storyboard to ensure that each performs as
                           expected.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Integration testing. Integration testing validates that the
                           process as a whole does what it was intended to do and that it will
                           integrate well with the rest of the system (or with external systems
                           such as application programming interfaces [APIs]) and with changes
                           being developed in other transformation projects. Real business
                           scenarios are tested using real system data across larger supply chain
                           processes such as the order-to-cash cycle or procure-to-pay
                           cycle.

                        
                        

                     
                     
                     
                     	
                        
                        
                        User acceptance testing. This type of testing requires power
                           users who are trained in the new processes and systems. Power users
                           perform tasks that would be part of an end user’s tasks per day, week,
                           month, or year following defined testing scripts. They also test
                           exception processes or other less common scenarios.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Stress
                              testing (load testing). Stress or load testing tests the
                           system’s ability to perform when multiple users are working in the
                           system simultaneously. This type of testing can use automated quality
                           assurance scripts to simulate multiple user interactions, since the
                           system is not yet actually live. Alternately, a beta version could be
                           created for volunteers from the actual user base to use in testing,
                           depending on the type of software in question. The tests should measure
                           system responsiveness and failure points.

                        
                        

                     
                     

                  
                  
                  
                  The results of prototyping and solution
                     testing can include design and configuration refinements. After refinements are
                     done, success is defined as a feasible process that can be integrated and can
                     technically scale to volume. However, pilot projects are needed to learn whether
                     the new process results in the envisioned improvements to targeted KPIs at
                     parity, advantage, and superior levels.

                  
                  
               
               

            
            

         
         
         
         
            
            
            Conduct Pilot
               Projects

            
            
            
            
               
               
               
               A pilot project is a fully operational implementation
                  of a to-be process that tests the solution design but on a small
                  scale. Scope can be limited by selecting a specific supply chain
                  subset such as a single geographic area, a single team, a single
                  plant, a single production area, or a single product family. For
                  example, the Sample, Inc., pilot project is narrowed down to just
                  one initial customer, Costking. Doing so reduces complexity by reducing
                  the number of parties involved. It also creates opportunities to
                  learn how best to work with the remaining customers in a productive,
                  collaborative way.

               
               
               
               A pilot project generally
                  has at least two phases, or they might be considered to be pilot
                  one and pilot two. That is, the pilot must be an iterative project
                  that tests the solution for a defined period of time, followed by
                  a period of reflection and refinement, and then the pilot is conducted
                  again with refinements and perhaps with some expansion of scope
                  (e.g., adding another customer) or analysis period. The project
                  team reviews the phase one results and presents their analysis and recommendations
                  to the core steering committee. (The pilot is a leading indicator
                  of the overall transformation’s relative success and related risks.)
                  The steering committee makes final decisions on recommendations,
                  approving changes and authorizing the next phase to proceed. The
                  second pilot project or phase is followed by a similar feedback,
                  analysis, recommendations, and approval cycle. Approval at this point
                  provides authorization to implement the enterprisewide solution.

               
               
               
               The duration of each
                  phase of a pilot project should consider project time required to set
                  up the processes in the pilot area if this is not already done.
                  Once the pilot is ready to go live, the live system needs to be
                  tested for a long enough period to generate valid and reliable metrics
                  to study. The duration of this period will depend on the cycle time of
                  the process being conducted.

               
               
               
               For example, Sample,
                  Inc., decides to run a one-month pilot (phase one) with Costking, with
                  a one-week feedback, refinement, and change recommendations period,
                  followed by a second one-month pilot (phase two) with S-Mart. Because
                  cash-to-cash cycle times are of primary interest to the CPFR project,
                  they want to test their inventory days of supply target of 15 days.
                  This equates to two cycles of inventory days of supply per month.
                  The data analyst indicates that this duration will provide statistically
                  significant data for assessing relative success. Also, their accounting systems
                  aggregate data by month, so these data can be easily compared to
                  internal (historical) and external benchmarks.

               
               
               
               Pilot projects have
                  the following goals:

               
               
               
               
                  
                  
                  	
                     
                     
                     Limit resource expenditure
                        and risk to a small scope.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Have
                        a large enough scope and long enough duration to provide meaningful
                        data.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Prove
                        that the solution is culturally and technically feasible, effective,
                        efficient, and robust.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Prove
                        that the selected metrics can be measured and integrate to higher
                        or lower levels as intended.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Assess
                        the underlying causes of metric results.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Gather
                        and use feedback from power users and from data scientists/analysis
                        to improve the solution design or scalability.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Identify
                        factors that could slow rollout to enterprisewide solutions.

                     
                     

                  
                  

               
               
               
               Pilot projects need
                  to dig down into the metrics regardless of whether or not the pilot achieved
                  its improvement goals. For example, if the pilot project is testing
                  whether a transformation process can scale to the desired production
                  volume, just meeting the volume target is insufficient information.
                  The team should drill down to see how much of the production volume
                  is for unscheduled items or overproduction. In other words, verify
                  the degree to which the process is producing added value versus
                  waste.

               
               
               
               Another example of
                  drilling down into the data is to examine whether the metrics being
                  used are providing enough advance warning of problems. For example,
                  using averages for the components of customer order fulfillment
                  cycle time might be hiding areas of high variability in the data.
                  A team might add a standard deviation metric to show the degree
                  of variability. Again, the variability might be due to waste. In
                  this case, the waste may be orders that are delayed at a particular
                  functional area or are sent through multiple loops among functional
                  areas. Once such a problem is known, additional project modifications
                  can be made to address the causes of the problem, such as by ensuring
                  that someone is explicitly responsible for tracking orders in exception
                  loops and ensuring that such orders are expedited.

               
               
               
               Another common result
                  of the first pilot is to assess whether the scope was sufficient to
                  generate meaningful data for assessment. Scope expansions may be
                  needed if there is a shared resource used by the pilot project area
                  and other areas, making it hard separate out pilot from operations
                  data (e.g., hard-to-manage resource capacity).

               
               
               
               If approved, the finalized
                  designs, configuration scripts, and other tool kits are released
                  to be used by project teams in other geographies or other scope
                  areas.

               
               

            
            

         
         
   
      
         
         
         
         Implement Project Policies and Individual Projects

         
         
         
         
            
            
            The project management
               office (PMO) or the portfolio/program management level will set
               policies for individual projects and will approve the projects’
               chartering and development. This includes developing project reporting
               KPIs, reporting methods, project charters, milestones, project schedules,
               kickoff dates, and performance baselines.

            
            

         
         
         
         
         
            
            
            Specify Project
               Reporting, KPIs, and Measurement Methods

            
            
            
            
               
               
               The
                  project management office (PMO) or the portfolio/program management
                  team for the transformation should specify project reporting methods,
                  KPIs with iterative goals, measurement and reporting timing, and
                  action thresholds. That is, in addition to projects generating KPI
                  data useful to determine if the transformation is achieving the desired
                  business results, individual projects also need to have performance
                  baselines set so variances from project budget, schedule, and scope
                  can be determined and controlled per the project monitoring and
                  controlling processes.

               
               
               
               Project reporting methods
                  can include the use of project reporting tools, metric dashboards,
                  and methods of automating some of the data collection or aggregation. The
                  cadence of measurement needs to be appropriate to the project type
                  (e.g., faster cadence for agile projects) while providing variance
                  information promptly enough for it to be actionable. The cadence
                  should also allow time for measurements to be made and reported.
                  Action thresholds are used to trigger prompt project manager interventions
                  so that corrections can be made before variances become irreversible.

               
               
               
               PMOs or transformation
                  program management can specify KPIs to use and ones to avoid because
                  they do not provide useful or actionable information. Leading indicators
                  are preferred over lagging indicators for this reason (but lagging
                  indicators such as budget or schedule performance are still needed).
                  Some KPIs might also be mandated if this was necessary to get certain
                  stakeholders to support the transformation. However, a key goal
                  is to ensure that different projects can be measured with like-to-like
                  comparisons and their results can be aggregated. Some exceptions
                  may be needed, such as software projects measuring the number of
                  defects identified in testing.

               
               
               
               KPIs should use iterative
                  goals, for example, so that learning curves and change management
                  readiness can be accounted for in early progress, with greater expectations
                  on progress once teams become high-functioning. They can also set
                  a minimum performance threshold (i.e., just breaking even) and a
                  stretch goal (achievable if people work hard and things go right).

               
               
               
               Projects may have compliance
                  elements that the PMO or transformation program needs to ensure
                  are done for every related project. This can include external requirements
                  from regulators (e.g., data privacy) or labor unions or internal requirements
                  such as for acceptable project management methods and tools or for sustainability
                  requirements.

               
               

            
            

         
         
         
         
            
            
            Implement Projects

            
            
            
            
               
               
               Individual projects
                  need to be chartered and planned using an appropriate project management
                  method.

               
               
               
               
                  
                  Implement Project Charters and Milestones

                  
                  
                  
                  
                  Individual projects in the transformation portfolio
                     need to be chartered to designate the project manager, indicate
                     the scope of change, and authorize expenditure of funds and use
                     of resources. Project charters need to be the go-to reference area
                     for what the project is for, its problem statement, its objectives,
                     its intended benefits and risks, and the process it is changing.
                     The charter spells out the major milestones of the project. Exhibit 2-18 shows
                     an example of a project charter for the Sample, Inc., CPFR project, this
                     time for its East Coast distributor region. Note that the SCOR DS
                     process elements referred to in the charter are the same process
                     elements shown elsewhere in the level 3 process maps for the CPFR
                     project example.

                  
                  
                  
                  
                     
                     
                     
                     
                        
                        
                           
                           Exhibit 2-18: Sample, Inc., CPFR Project Charter, East Coast Distributor
                           
                           
                              
                              
                              
                              
                              
                              
                              
                           
                           
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    Project 23 Implementation Charter: CPFR
                                       East Coast Distributor Supply Chain

                                    
                                    
                                 
                                 

                              
                              
                           
                           
                           
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    
                                       Project
                                          Description
                                       

                                    
                                    
                                    
                                    This
                                       project will implement collaborative planning, forecasting, and
                                       replenishment processes with East Coast customers and Sample, Inc.
                                       Best practices indicate that this process should follow a monthly
                                       cycle, with some activities done by each party and some in regular
                                       joint planning sessions. It will improve productivity through better
                                       cash-to-cash cycle time and agility. It will enable cost avoidance
                                       through faster cycle time and lower inventory carrying cost rate.
                                       Customer relationship management (CRM) software will enable automating
                                       some collaboration. The SAP system will be reconfigured to support
                                       CPFR.

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    
                                       Problem
                                          Statement
                                       

                                    
                                    
                                    
                                    The
                                       current forecast accuracy of only 30% and regular occurrence of
                                       the bullwhip effect are creating high levels of finished goods inventory,
                                       especially since finished goods are held on consignment at customer distribution
                                       centers. Customers do not currently provide forecast data, but East
                                       Coast customers have agreed to do so in principle given adequate
                                       security.

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    
                                       Project
                                          Objectives
                                       

                                    
                                    
                                    
                                    
                                       
                                       
                                       	
                                          
                                          
                                          Increase forecast
                                             accuracy to 80%.

                                          
                                          

                                       
                                       
                                       
                                       	
                                          
                                          
                                          Reduce
                                             bullwhip effect to one standard deviation of <1,000 customer
                                             order unit volume per month.

                                          
                                          

                                       
                                       
                                       
                                       	
                                          
                                          
                                          Reduce
                                             finished goods inventory days of supply to 15 days, reducing opportunity
                                             costs.

                                          
                                          

                                       
                                       
                                       
                                       	
                                          
                                          
                                          New
                                             revenue from filling 100 more orders per month previously missed
                                             due to lack of availability.

                                          
                                          

                                       
                                       
                                       
                                       	
                                          
                                          
                                          Improve
                                             supplier ordering efficiency for cost of goods sold improvement.

                                          
                                          

                                       
                                       
                                       
                                       	
                                          
                                          
                                          Reduce
                                             inbound and outbound transportation expediting and related costs.

                                          
                                          

                                       
                                       
                                       
                                       	
                                          
                                          
                                          Collaboratively
                                             plan consignment inventory levels.

                                          
                                          

                                       
                                       
                                       
                                       	
                                          
                                          
                                          Recommend
                                             organizational or partner changes to support to-be process.

                                          
                                          

                                       
                                       

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    
                                       Project
                                          Scope
                                       

                                    
                                    
                                    
                                    Region:
                                       East Coast distributor supply chain. Processes: OE1.3, P1.1 to P1.4,
                                       P1.6, P4.1, P4.3, P4.5, P5.1, P5.3, P5.5, O2.1 to O2.3, O2.5, O2.7,
                                       F2.2 to F2.10. Cloud-based CRM system: XYZ. ERP modules: XYZ. Metrics:
                                       FG inventory days of supply (monthly), forecast accuracy (monthly),
                                       standard deviation of customer order unit volume (monthly).

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    
                                       Project
                                          Dependencies and Blockers
                                       

                                    
                                    
                                    
                                    
                                       
                                       
                                       	
                                          
                                          
                                          Change
                                             resistance from current forecasting and production planning staff
                                             in particular.

                                          
                                          

                                       
                                       
                                       
                                       	
                                          
                                          
                                          Approval
                                             to hire CPFR data analyst position.

                                          
                                          

                                       
                                       
                                       
                                       	
                                          
                                          
                                          Customer
                                             master database cleansing project must be complete by end of planning
                                             phase.

                                          
                                          

                                       
                                       

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    
                                       Project
                                          Benefits
                                       

                                    
                                    
                                    
                                    Revenue:
                                       +$101k, RL.1.1 Perfect Customer Order Fulfillment: +12% (baseline
                                       70%). AG.1.1 Supply Chain Agility: –2 days (baseline 35 days). CO.1.1
                                       Total Supply Chain Management Cost: +1.4% revenue (baseline: 8.0%).
                                       AM.1.1 Cash-to-Cash Cycle Time: –26 days (baseline 52 days). Inventory
                                       –$22k (baseline $72k).

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    
                                       Project Steps
                                       

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    
                                       Target Completion Date
                                       

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    
                                       Actual Completion Date
                                       

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    1. Identify project resources and create
                                       resource management plan.

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    Feb 14, Y2

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    2. Create project schedule and set kickoff
                                       date.

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    Feb 21, Y2

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    3. Kick off project with project team,
                                       reviewing project charter, background, and expectations.

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    Mar 1, Y2

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    4. Finalize in-scope metrics and develop
                                       metric baselines.

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    Mar 7, Y2

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    5. Conduct as-is process gap analysis at
                                       SCOR DS level 4.

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    Mar 14, Y2

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    6. Create action plans for quick wins on
                                       high-ROI, low-effort gaps.

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    Mar 21, Y2

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    7. Create to-be policies, level 3 and 4
                                       process maps, geographic maps, and narratives based on leading practice.

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    Mar 31, Y2

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    8. Create and approve solution design storyboard.

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    Apr 7, Y2

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    9. Implement and configure software and
                                       build and test the solution.

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    May 7, Y2

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    10. Pilot and validate the solution.

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    Jun 7, Y2

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    11. Roll out the solution to the project
                                       scope and evaluate transformation KPI impact.

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    Jul 14, Y2

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    12. Define process control measures.

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    Jul 21, Y2

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    13. Scale implementation to targeted supply
                                       chains per the supply chain definition matrix.

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    Sep 1, Y2

                                    
                                    
                                 
                                 
                                 
                                 	
                                    
                                    
                                    

                                    
                                    
                                 
                                 

                              
                              
                              
                              
                                 
                                 
                                 	
                                    
                                    
                                    
                                       Project
                                          Resources and Approvals
                                       

                                    
                                    
                                    
                                    Sponsor: XXX Signature: __________. Portfolio
                                       director (evangelist): XXX Signature: __________

                                    
                                    
                                    
                                    Project manager: XXX.
                                       Subject matter expert: XXX. Team members: XXX, XXX, XXX, XXX.

                                    
                                    
                                 
                                 

                              
                              
                           

                        

                     
                     

                  
               
               
               
               
                  
                  Implement Project Schedules, Kickoff
                     Dates, and Performance Baselines

                  
                  Each project needs to have its own schedule,
                     a kickoff date, and performance baselines, at a minimum.

                  
                  
                  Project management software can be used
                     to create schedules, presenting sequential tasks and dependencies
                     in the form of a Gantt chart. Agile kanban boards can also be used
                     to show the work backlog and current progress.

                  
                  
                  
                  A kickoff is a very
                     important milestone that helps to introduce the project to the team and
                     stakeholders, to create shared expectations and assumptions, and
                     to answer questions. A best practice is to over-invite attendees
                     to the kickoff so as to reduce the risk of omitting persons. Optional
                     attendees can opt out.

                  
                  
                  Performance
                     baselines are the expected results of the project given its planned
                     scope, schedule, and budget. The scope baseline might be represented
                     using a work breakdown structure (WBS), or it could use an agile
                     road map. The schedule at completion will be the estimated finish
                     date, and the budget at completion is the estimated total cost of
                     the project. Baselines are needed so that the impact of approved
                     changes can be known and the size of variances from these baselines
                     can be benchmarked. Budget baselines for agile projects can take
                     the form of a planned project run rate (expenditure per time period),
                     since the scope of such projects can remain in flux until late in
                     development.

                  
                  
                  Projects
                     will likely need many other elements discussed elsewhere, such as
                     plans for managing resources (including a project RACI chart), stakeholders,
                     benefits, risks, quality, and so on.

                  
               
               

            
            

         
         
   
      
         
         
         
         Scale Up to Enterprisewide Solutions

         
         
         
         
            
            
            Here we first discuss
               using pilots and organizational maps to understand scaling challenges.
               We then look at developing plans to scale up solutions to be enterprisewide.

            
            

         
         
         
         
         
            
            
            Understand Scaling
               Challenges

            
            
            
            
               
               
               
               Since the goal of pilot projects is
                  to eventually roll the solution out to the rest of the organization,
                  planning for how to scale up to enterprisewide solutions should
                  begin as part of a pilot. Gathering useful information on potential
                  scaling challenges should be an explicit pilot outcome. As the pilot
                  is under way, those involved should be considering how to ensure
                  that different user skill levels, work volumes, or information system
                  differences can be accounted for so that other rollouts will not
                  be prohibitively time-consuming. The pilot typically uses power
                  users, and their learning curves will tend to be shorter than it
                  will be for other teams, so this should be accounted for in planning.
                  One solution is resource sharing. For example, some power users
                  might be temporarily put on teams that are likely to have steep
                  learning curves.

               
               
               
               Scaling challenges can
                  take forms such as the following:

               
               
               
               
                  
                  
                  	
                     
                     
                     Other areas not included
                        in transformation solution design may not have awareness of the
                        need for or benefits of the transformation and may not buy into the
                        changes or feel a sense of urgency.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Users
                        may have different skill levels, especially in terms of problem-solving
                        skills or ability to incorporate organizational learning.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Some
                        areas may not have sufficient supply chain maturity and could have prerequisites
                        to address such as upgrading software systems or versions.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Even
                        when supply chains share the same operationalized customer segment
                        and can use the same supply chain metric priorities, some areas
                        may have significantly more complexity than others, such as more
                        categories of customers, more customers, more product families,
                        more SKUs, higher volume, a wider sales mix, or more suppliers.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Changes
                        tend to impact a lot more people than were initially considered.

                     
                     

                  
                  

               
               
               
               A key tool for
                  understanding scaling challenges by implementation area is an organizational
                  map of every location, functional area, team, and individual. From
                  this, identify the subset that will be part of a given project’s
                  rollout. This documentation is developed much earlier in the transformation
                  and includes information on geographic scope and maps, product and
                  services scope, and operational teams and reporting structures.
                  As the to-be state of the supply chain emerges, the to-be status
                  of these organizational maps also needs to be developed using an
                  iterative process. Assuming that this documentation has been kept
                  up to date, it will be highly useful for determining things such
                  as the following:

               
               
               
               
                  
                  
                  	
                     
                     
                     Who should be involved
                        in the project and when (e.g., who should be involved in design,
                        who should be power users for testing, who should be involved in deployment)
                        to ensure involvement and buy-in

                     
                     

                  
                  
                  
                  	
                     
                     
                     What
                        training or recruitment will be required to address skill gaps

                     
                     

                  
                  
                  
                  	
                     
                     
                     Whether
                        the rollout needs to be conducted in smaller subsets than initially intended
                        due to more people needing training or more significant changes
                        needed

                     
                     

                  
                  

               
               
               
               When a particular area
                  requires more maturity, this might be accommodated by developing
                  some additional steps in the current project, or such areas might
                  need to have some prerequisites addressed using a separate project
                  designed to get them up to speed. For example, if a project assumption
                  was that salespersons are keeping the sales pipeline up to date
                  but it turns out that they do not do so until sales turn into actual
                  orders, then providing training on this prerequisite might need
                  to be a project.

               
               

            
            

         
         
         
         
            
            
            Scale Up to
               Enterprisewide Solutions

            
            
            
            
               
               
               
               Once the initial transformation pilot projects
                  are complete, the transformation design team works with the steering
                  committee to determine how best to scale this and other projects
                  up to enterprisewide solutions. This scale-up process may be called
                  a rollout plan. Rollout plans for software or other technologies
                  also need to have a technology cutover plan determined in advance.
                  Rollout and cutover plans may be revised over time as feedback from
                  rollouts is gathered and analyzed. The milestones for rollout and/or
                  cutover plans may be included in each project’s charter to promote consistency
                  across projects.

               
               
               
               
                  
                  Scaling Up Using Rollout Plans

                  
                  A
                     transformation rollout plan needs to account for change management
                     plan timing in addition to rollout of the process-oriented projects.
                     That is, the other areas of the organization need to be assessed
                     for their level of change support or resistance and be sold on the
                     solution using group and one-on-one discussions, formal training,
                     and active participation. Getting these teams to buy in must be
                     considered an essential investment that should never be omitted
                     or be just a superficial step.

                  
                  
                  A rollout plan
                     should document each of the implementation steps that each area should
                     use. Such a plan often includes more two-phase pilot projects for
                     each new region or rollout area. This enables the local teams to
                     train power users, gain experience with implementation, and determine
                     local customizations or configuration settings. Running regional
                     pilots also enables change management steps to have time to take
                     hold while still keeping the project moving forward.

                  
                  
                  
                  The rollout plan should
                     consider whether pilot projects for various projects or regions should
                     occur all at once or be staggered. An all-at-once plan can help
                     compress the overall portfolio time line, but it could be challenging
                     to allocate project resources. The total number of trained and experienced
                     project team members or power users may need to be ramped up significantly
                     for this to work. Staggering pilots enables easier allocation of
                     shared resources. While staggering will extend the total project time
                     line, it also allows improvements identified by a given pilot to
                     be used with the remaining pilots.

                  
               
               
               
               
                  
                  Technology Cutover Plans

                  
                  
                  
                  
                  
                  Implementation of technologies
                     requires delivery, checking, and acceptance of hardware and software,
                     integration with existing systems, cutover from the old system to
                     the new system, handover of deliverables and documents from the
                     project team to operations professionals, formal user training,
                     and ongoing support and maintenance.

                  
                  
                  
                  Prior
                     to cutover, all testing of the technology that is possible prior
                     to going live needs to have occurred. Users need to be fully trained
                     on new processes. All of these tasks are accomplished using project
                     management.

                  
                  
                  
                  The technology cutover plan
                     details how the new technology will be activated and put into operations
                     and how the old technology will be retired. The cutover from an
                     old to a new technology presents risk and so should feature formal
                     planning. Depending on the complexity, rehearsals may be needed.

                  
                  
                  
                  Determining the best technology cutover
                     method involves deciding between tradeoffs.

                  
                  
                  
                  One method is to set a go-live date. The
                     migration of data, switching of interfaces, final testing, and going
                     live occur on a tight schedule. Users start using the new processes. The
                     old system is retired. Hardware might be installed and set up in
                     advance if it will not occupy the same space as the old hardware.
                     This method can be efficient but has risks of downtime (e.g., customers
                     cannot use the system, plant shutdown, etc.) if any critical task
                     fails. Failure would involve backing out of the plan and turning
                     the old system back on, so the cutover plan should have a process
                     for this as well.

                  
                  
                  
                  A lower-risk but more-expensive
                     method involves fully maintaining the old technology or system during
                     a cutover period while the new technology is also being used. In
                     the case of software, data would need to be entered in both systems.
                     The benefit is that if something goes wrong, the old system is still
                     usable. The systems can also be compared to see if the same outputs
                     are achieved. However, this duplicates labor, and qualified staff
                     may not necessarily be available or may need to work overtime. In
                     the case of shop floor equipment, if there is space to keep an old
                     system available for use, this can be done but should be recognized
                     as an opportunity cost.

                  
                  
                  
                  A
                     third option is a rolling cutover, where implementation occurs in
                     phases, such as at one site at a time if the technology needs to
                     be implemented at multiple sites. This method can allow the implementation
                     team to be smaller, because the same implementation and training
                     staff can move from site to site. It also reduces risk because a
                     failure will be localized and lessons learned from prior phases
                     can improve the process.

                  
                  
               
               

            
            

         
         
   
      
         
         
         
         Section C: Implement
            Governance and a Risk Management Framework

         
         
         
         
            
            
            
               After completing this section,
                  students will be able to
               

            
            
            
            
               
               
               	
                  
                  
                  Implement portfolio governance using
                     project portfolio management (PPM) to ensure that individual projects have
                     the right sequence and priority, shared resources are allocated, and
                     assumptions are managed

                  
                  

               
               
               
               	
                  
                  
                  Ensure that the risks of portfolios
                     and individual projects are assessed and managed

                  
                  

               
               
               
               	
                  
                  
                  Establish secure, resilient, and/or
                     sustainable supply chains by implementing supply chain information security,
                     resilient supply chain benchmarks, the triple bottom line, and/or the ASCM
                     Enterprise Certification for Sustainability.

                  
                  

               
               

            
            
            
            This section emphasizes the importance of
               governance and risk management to orchestrate the series of individual projects into
               an integrated whole that aligns with strategy and provides desired benefits while
               adhering to predetermined business constraints. Governance is also required to
               ensure that larger corporate initiatives are reflected in the transformation, such
               as for security, resilience, and sustainability.

            
            

         
         
         
         
   
      
         
         
         
         Set Portfolio and Project Management Governance

         
         
         
         
            
            
            Project portfolio management
               can be used to direct the interactions and integration of individual
               transformation projects. Allocating shared resources wisely and challenging
               assumptions are key roles. Risk management should also be conducted
               at the portfolio/program and project levels.

            
            

         
         
         
         
         
            
            
            Use Project Portfolio
               Management (PPM)

            
            
            
            
               
               
               Coordinating and integrating
                  the efforts of multiple projects into a unified portfolio or program
                  requires project portfolio management (PPM), which is also called organizational
                  project management. This discipline is needed to achieve the strategic objectives
                  of the transformation. The goals of PPM are to provide control and
                  to achieve benefits that would not otherwise be possible without
                  managing the set of projects as a whole. In addition to using PPM
                  to provide governance and oversight of projects and their benefits,
                  PPM has significant value because it has a time line that extends
                  beyond the end of individual project completions. In this way, changes
                  can be sustained and made into standard operations, long-term benefits
                  can be measured, and lessons learned can be incorporated into other
                  projects.

               
               
               
               Using a hierarchy of
                  portfolios (programs and individual projects), to programs (set
                  of interrelated projects), to projects enables assigning accountabilities
                  and responsibilities for individual project results and project
                  integration.

               
               
               
               Project portfolio management
                  typically includes the following duties:

               
               
               
               
                  
                  
                  	
                     
                     
                     Provide vision and
                        leadership over the big picture to inspire working toward a shared
                        goal with a sense of urgency.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Optimize
                        transformation portfolio/program value (maximize benefits; control costs,
                        schedule, scope, quality, and risk).

                     
                     

                  
                  
                  
                  	
                     
                     
                     Ensure
                        that change management has the required level of resources and scope
                        and is conducted in an integrated and iterative fashion across projects.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Validate
                        that individual projects are aligned with the strategy.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Validate
                        that areas of technical interactions between projects integrate
                        seamlessly.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Manage
                        dependencies among projects (i.e., prerequisites) to avoid projects becoming
                        blockers for other projects.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Sequence
                        and prioritize projects to address quick wins, optimize dependencies, and
                        promote the shortest feasible transformation time line (e.g., ensuring
                        that a data cleansing project occurs before projects using these
                        data are implemented).

                     
                     

                  
                  
                  
                  	
                     
                     
                     Ensure
                        that projects incorporate organizational learning and continuous improvement.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Allocate
                        shared resources among projects.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Perform
                        assumption management and review.

                     
                     

                  
                  

               
               
               
               Project portfolio management
                  needs to determine the right balance of support and control:

               
               
               
               
                  
                  
                  	
                     
                     
                     Provide the desired
                        level of control over individual projects (i.e., project management
                        methodologies to use, tools, etc.), which can take the form of one
                        of the following:

                     
                     
                     
                     
                        
                        
                        	
                           
                           
                           Providing
                              support only, such as in the form of tool and template archives

                           
                           

                        
                        
                        
                        	
                           
                           
                           Providing
                              a medium level of control by requiring compliance with certain project
                              tools, reporting methods, and other governance

                           
                           

                        
                        
                        
                        	
                           
                           
                           Providing
                              a high level of directive control and governance over tools and methods.

                           
                           

                        
                        

                     
                     

                  
                  
                  
                  	
                     
                     
                     Provide
                        the required level of support for all supported project types. For
                        example, if agile forms of project management are allowed, then
                        PPM needs to accommodate these methods. PPM itself may take a more
                        agile form or at least should have some elements that allow the
                        cadence of changes to be more rapid. One example is to use a methodology
                        called scrum of scrums (SoS), which helps integrate multiple small
                        agile teams by having a representative of each team join a higher-level
                        scrum team to integrate overall results.

                     
                     

                  
                  

               
               
               
               Allocating shared resources
                  and assumption management and review are important responsibilities
                  and so are discussed more next.

               
               
               
               
                  
                  Allocate Shared Resources

                  
                  
                  
                  
                  
                  A key portfolio or program governance task
                     is to ensure that the right amount and quality of shared resources
                     is available to the right projects at the right time. The goal is
                     to better leverage all shared resources. Shared resources can include
                     facilities, funding, equipment, software licenses, and human resources
                     (differentiated by capabilities and experience levels). PPM aims
                     to achieve the same results with limited resources as would otherwise
                     be expected of a much larger set of resources. This role is akin
                     to managing supply (shared resources supply) and demand (time-phased project
                     requirements for shared resources). Exhibit 2-19 shows
                     how allocation of shared resources works to minimize both unused
                     capacity (shared resources sitting idle) and resource shortages.

                  
                  
                  
                  
                     Exhibit 2-19: Synchronize Supply and Demand for Shared Resources[image: The image is a Venn diagram illustrating the balance between supply and demand. Go to long description for more details.]
                  
                     Go to long description.
                     

                  
                  
                  
                  
                  Portfolio
                     or program managers should refer to historical data from prior projects
                     or to data from current pilot projects to determine what resources
                     will likely be needed for each project and for how long, but they
                     should also realize that both demand and supply will change over
                     time and need regular balancing and synchronization.

                  
                  
                  
                  The focus of resource
                     allocation should be on resources deemed to be in scarce supply due
                     to their expense or difficulty in development/acquisition/recruitment.
                     For example, the organization may have a limited number of software
                     licenses, or it may be hard to recruit qualified data scientists.
                     Persons who have both technical expertise and business process expertise
                     can be scarce. Scarce shared resources require carefully controlled
                     scoping and scheduling to ensure that they roll on and off projects promptly.
                     Keep their availability status up to date and visible to planners.
                     Individual project managers need to ensure that they have a good
                     idea of when the resource will be needed (e.g., validate what work
                     breakdown structure elements the resource is needed for plus the
                     timing of this need). Since this information is hard to know early in
                     projects, individual project managers should make “soft bookings”
                     of these resources (best schedule estimate to date) and then provide
                     regular updates on requirements as this information becomes more
                     certain.

                  
                  
                  
                  For physical
                     or technological shared resources, governance involves ensuring
                     that the needed equipment or other tools are available, which may
                     require acquiring or developing duplicate resources to enable certain
                     projects to be run concurrently.

                  
                  
                  
                  For human resources, which can include
                     individuals or teams, allocating shared resources is done using
                     efficient scheduling and resource juggling while avoiding over-committing
                     any individual resource. Planning for shared human resources requires
                     the portfolio manager to work with individual project managers to
                     identify, assign, and document team and individual roles and responsibilities
                     needed on multiple projects. Scarce shared human resources need
                     to be managed well, such as by determining their travel desire and
                     availability and adhering to these or other individual needs.

                  
                  
                  
                  Portfolio managers
                     negotiate with functional area managers for a set of allocated resources
                     at specific capability levels and with specific availability windows.
                     During execution, if individual project managers indicate that here
                     is a critical resource gap or some resources are not available as
                     planned, the portfolio manager may need to ask for help from the
                     larger organization and may need to negotiate with functional area leaders
                     for additional resources or changes to allocation durations.

                  
                  
                  
                  If there is a gap
                     between actual resource capabilities and desired ones, an option
                     is to determine if increasing the quantity of lower-skilled resources
                     can compensate for a lack of fewer higher-skilled resources. Learning
                     curves may or may not be a factor in whether this is a viable option.
                     Portfolio managers can use scenario analysis to determine the costs
                     and benefits of various ways to allocate shared resources. In addition
                     to using scenarios to address specific constraints, it is also a
                     good risk management tool since various contingencies can be considered.

                  
                  
               
               
               
               
                  
                  Perform Assumption Management and Review

                  
                  A
                     key role of project portfolio management is to identify and rigorously
                     test assumptions about transformation strategy or tactics, including
                     assumptions about related technologies or other enablers. Assumptions
                     are an area of high risk for transformations, because assumptions
                     can unnecessarily constrain improvement options, confuse identification
                     of the highest-priority customers or stakeholders, or fail to acknowledge
                     changes in mindset or maturity of potential external partners. Assumptions
                     tend to be invisible, since many are unspoken and they tend to persist far
                     after they are no longer true. For example, an organization may
                     assume that a new technology can solve their problems but fail to
                     ask what needs to be true for this technology to live up to its
                     potential. The solution to the risk of poor assumptions is to deliberately
                     engage in periodic assumptions surfacing and challenging. This involves probing
                     the logic behind promised benefits and freely considering the risks
                     involved.

                  
                  
                  
                  Assumption
                     surfacing and challenging is especially important during transformation strategy
                     and vision setting and during design, as was discussed elsewhere.
                     During execution, this process should be repeated given current
                     information on portfolio results and issues. The 5W2H (what, who,
                     why, when, where, how, and how much) tool and brainstorming are
                     good ways to surface and challenge assumptions at any point in a
                     transformation. Brainstorming helps develop ways to challenge assumptions
                     and to generate creative ideas, so be sure criticism of initial
                     ideas is avoided so as not to limit options until later in the process.

                  
               
               

            
            

         
         
         
         
            
            
            Implement Portfolio
               and Project Risk Management

            
            
            
            
               
               
               Good governance
                  involves ensuring that risk management is conducted at the overall portfolio
                  (or program) level as well as the individual project level as well
                  as providing oversight over the process and planned responses.

               
               
               
               The objective of portfolio
                  risk management is to ensure that the transformation is accepting
                  a level of risk that is commensurate with the organization’s risk
                  tolerance level and the benefit that is to be provided over the
                  short, medium, and long terms.

               
               
               
               Portfolio risk management
                  is very similar to individual project risk management in that it
                  involves identifying risks, risk owners, and risk processes, then
                  assessing probability, impact, and urgency, followed by determining
                  responses. However, higher levels of risk management also include
                  a stronger focus on risk tolerance management, project interdependency
                  risks (e.g., how many concurrent projects are too many), and using
                  responses to create a balanced risk portfolio and balanced investment
                  of risk resources. Risk management at this level also considers
                  how much an organizational capability maturity level can reduce
                  a risk’s impact and/or probability.

               
               
               
               The portfolio manager
                  is concerned with getting timely and accurate risk information from
                  projects and compiling this to see risk trends and exception areas.
                  However, the risks and opportunities summed up from individual projects
                  are not the only types of risk to consider. The chief focus is on
                  risks that could sever the link between transformation goals and
                  organizational strategy. Risk categories at this level also include
                  structural risk and execution risk:

               
               
               
               
                  
                  
                  	
                     
                     
                     Structural risk relates
                        to the risk of failure of portfolio/program management or risk management
                        and other forms of governance failure such as an unrealistic transformation
                        strategy, lack of sufficient investment, or a strategy that lacks consistency
                        or is changing too quickly.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Execution
                        risks include failures of change management or project integration.

                     
                     

                  
                  

               
               
               
               Each management level
                  should also receive tailored risk information:

               
               
               
               
                  
                  
                  	
                     
                     
                     Executives, functional
                        area managers, and individual project managers should be informed
                        of transparency and organizational integrity/ethics risks.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Executives
                        tend to be concerned with transformation value (benefits for investment
                        level); time to market; risks to brand, reputation, and product-service portfolios;
                        and protection of shareholder interests.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Functional
                        area managers tend to want to know about evolving requirements for their
                        functional area and the need for additional shared resources from
                        their areas.

                     
                     

                  
                  
                  
                  	
                     
                     
                     Individual
                        project managers tend to be concerned with portfolio-level risk response
                        commitments to control their project’s time, cost, and/or scope.

                     
                     

                  
                  

               
               

            
            

         
         
   
      
         
         
         
         Establish
            Secure, Resilient, and/or Sustainable Supply Chains

         
         
         
         
            
            
            Corporate strategy may require all supply
               chain solutions to exhibit sufficient information security, resilience, or
               sustainability. We discuss information security, resilient supply chain
               benchmarks and standards, and sustainability and the triple bottom line,
               followed by one way to provide assurance of sustainability: the ASCM
               Enterprise Certification for Sustainability.

            
            

         
         
         
         
         
            
            
            Implement Supply Chain Information
               Security

            
            
            
            
               
               
               
               The
                  information security environment is experiencing high uncertainty and
                  volatility and has become a priority for most organizations. One example of
                  a way to implement supply chain information security on a transformation
                  project is to use ISO 28000, “Security and Resilience—Security Management
                  Systems—Requirements.” This standard says that security management is
                  closely connected to business management activities that organizations
                  control. While these issues are larger than just the supply chain, supply
                  chains receive special attention because they are “dynamic in nature” and
                  organizations “managing multiple supply chains may look to their providers
                  to meet related security standards as a condition of being included in that
                  supply chain.”

               
               
               
               ISO 28000 uses the
                  plan-do-check-action (PDCA) cycle. During plan, the design team reviews
                  organizational context and establishes security policy, goals, metrics,
                  controls, and procedures. During do, they implement and operate using the
                  policies and so on. Check involves monitoring performance, reporting, and
                  authorizing remediation. Action involves maintaining and improving the
                  security management system with corrective action.

               
               
               
               Another standard that can help on such
                  projects is ISO 22300, “Security and Resilience—Vocabulary.” This ensures
                  that teams are using consistent terminology.

               
               

            
            

         
         
         
         
            
            
            Establish Resilient Supply Chain
               Benchmarks and Standards

            
            
            
            
               
               
               Here we discuss examples of ways to provide assurance that
                  supply chain solutions have sufficient resilience (ability to adapt to a
                  changing environment and/or withstand disruptions): ISO 22316 and ASCM’s
                  Resilient Supply Chain Benchmark.

               
               
               
               
                  
                  ISO 22316, “Security and Resilience”

                  
                  
                  
                  
                  
                  ISO 22316,
                     “Security and Resilience,” is a standard for increasing an
                     organization’s ability to anticipate sudden or gradually emerging
                     threats and opportunities and develop coordinated and integrated
                     responses. In addition, having a more resilient supply chain will help
                     the organization to better understand the other parties involved, the
                     dependencies among them, and the role they play in the supply chain
                     strategy.

                  
                  
                  
                  ISO 22316
                     includes resilience principles to follow, descriptions of
                     organizational attributes needed for these principles to be adopted
                     (i.e., capabilities), and a set of activities that help show how to
                     use, evaluate, and continually improve such attributes. One example of
                     such an attribute is the capability to coordinate resilience across
                     different management disciplines (e.g., risk management, vision and
                     purpose leadership, governance) and incorporate technical and
                     scientific contributions.

                  
                  
                  
                  Important points about this standard include that sharing information
                     in a timely fashion and in a readily accessible manner is a vital
                     component. This plus leadership support and investing in resources
                     that help promote resilience are key to forming action plans based on
                     organizational learning about resilience. For example, transformation
                     leaders can better decide on how much to diversify or replicate assets
                     to remove single points of failure versus developing flexible
                     responses and resources.

                  
                  
               
               
               
               
                  
                  ASCM Resilient Supply Chain Benchmark

                  
                  Resilience is not measured to an absolute
                     standard. It can be assessed only in comparison to one’s own
                     improvement or versus how well others are doing at it, which is why
                     benchmarking in this area is vital. The ASCM Resilient Supply Chain
                     Benchmark, conducted by the Economist Intelligence Unit, looks at
                     operational supply chain resilience (return to normal state of
                     affairs) and strategic supply chain resilience (adapt to the new
                     normal) for 308 publicly listed U.S. organizations in the consumer
                     electronics, pharmaceuticals, and retail sectors. It addresses supply
                     chain resilience-building capabilities and historic resilience
                     levels.

                  
                  
                  Benchmarked
                     elements for operational capabilities include the following:

                  
                  
                  
                  
                     
                     	
                        
                        
                        
                           
                              Position and prepare capabilities.
                              
                           Supply chain
                              risk management maturity and talent categories,
                              end-to-end transparency, and liquidity and leverage
                              ratios.
                           

                        
                        

                     
                     
                     	
                        
                        
                        
                           
                              Sense and plan capabilities.
                              
                           Visibility
                              information flow, risk monitoring and early warning,
                              risk planning (e.g., scenario planning), and
                              supplier collaboration.
                           

                        
                        

                     
                     
                     	
                        
                        
                        
                           
                              Mitigate and respond capabilities.
                              
                           Redundancy and
                              flexibility, safety and security,
                              agility-responsiveness, and agility-velocity.
                           

                        
                        

                     

                  
                  
                  Benchmarked elements for
                     operational performance are in the recover category: sensing,
                     percentage point change in operating margin, and return on
                     assets.

                  
                  
                  Strategic
                     capabilities benchmark categories and benchmarks include these:

                  
                  
                  
                  
                     
                     	
                        
                        
                        
                           
                              Lead.
                              
                           Leadership,
                              climate risk awareness, corporate commitments,
                              board-level engagement, and organizational
                              learning.
                           

                        
                        

                     
                     
                     	
                        
                        
                        
                           
                              Build.
                              
                           Supplier
                              relationships, customer relationships, supply chain
                              workforce, and supply chain talent.
                           

                        
                        

                     
                     
                     	
                        
                        
                        
                           
                              Transform.
                              
                           Environmental sustainability, circularity,
                              strategic supply chain risk mitigation, and supply
                              chain innovation.
                           

                        
                        

                     

                  
                  
                  Strategic performance
                     benchmark elements are in the adapt category: change in scope 3 carbon
                     emissions, resource use, and supplier concentration (vulnerabilities
                     due to concentration of suppliers in a specific region).

                  
                  
                  A good infographic on this
                     benchmark can be found at
                     www.ascm.org/eiu-benchmark/infographic/.

                  
               
               

            
            

         
         
         
         
            
            
            Understand ESG Standards and the Triple
               Bottom Line

            
            
            
            
               
               
               Corporate strategy may set environmental, social, and
                  governance (ESG) requirements, including for social responsibility or the
                  triple bottom line. Supply chain strategy will need to align with these
                  strategic requirements. The organization can show its commitment to ESG
                  using the ASCM Enterprise Standards for Sustainability. It can provide
                  transparency and market its ESG accomplishments using sustainability
                  reporting by using Global Reporting Initiative reporting standards.

               
               
               
               
                  
                  ESG and Social Responsibility Requirements

                  
                  The ASCM Supply Chain Dictionary
                     defines social responsibility as
                     follows:

                  
                  
                  
                     
                     Commitment by top management to behave
                        ethically and to contribute to community development. This may
                        also entail improving the workforce’s quality of life.

                     

                  
                  
                  Governance is
                     conducted by an organization’s board of directors and its top
                     executives. Governance sets the ethical tone, enforces regulatory
                     compliance, and verifies other checks and balances. The Dictionary defines ethical standards as
                     follows:

                  
                  
                  
                     
                     A set of guidelines for proper
                        conduct by business professionals. For example, the Institute
                        for Supply Management...provides a set of principles and
                        standards for the proper conduct of purchasing activities.

                     

                  
                  
                  
                  A premise of ethics is to “walk
                     the talk,” meaning it is imperative that the board and executives
                     demonstrate ethical decision making.

                  
                  
                  The
                     acronym ESG shows how governance is extended to environmental and
                     social strategy, which can take the form of using the triple bottom
                     line to conduct business in a sustainable way while also minimizing
                     reputation risk. Transformation professionals need to align with the
                     organization’s sustainability maturity level, which could be at one of
                     these levels (from low to high): defensive (not our job), compliance
                     (only what is required), managerial (integrated into business
                     practices), strategic (as a competitive differentiator), or civil
                     (extended to supply chain partners).

                  
               
               
               
               
                  
                  Triple Bottom Line

                  
                  
                  
                  
                  
                  According to the ASCM Supply Chain Dictionary, the
                     triple bottom line (TBL)
                     is

                  
                  
                  
                  
                     
                     an
                        approach that measures the economic, social, and environmental
                        impact of an organization’s activities with the intent of
                        creating value for both its shareholders and society.

                     

                  
                  
                  
                  The triple bottom line approach usually requires a
                     company to modify or change its business model so that it factors in
                     all three components, so it is a strategic initiative. For example, a
                     transformation could add SCOR DS environmental and social performance
                     attributes. Exhibit 2-20 shows a
                     Venn diagram for the triple bottom line. The center area where all
                     objectives combine is called the “sweet spot,” meaning that
                     organizations seek initiatives that profitably satisfy environmental
                     and social objectives. For example, this could involve engaging with a
                     community to find what is important to them, such as water rights, and
                     then using local workforces to help share water in a way that profits
                     everyone.

                  
                  
                  
                  
                     Exhibit 2-20: Triple Bottom Line Seeks the “Sweet Spot” That Align All Objectives[image: The image is a Venn diagram with three overlapping circles, representing the concept of sustainability. Go to long description for more details.]
                  
                     Go to long description.
                     

                  
                  
                  
                  
                  Organizational strategy can
                     direct environmental and social supply chain requirements, such as
                     acceptable versus unacceptable practices in the organization’s value
                     chain (e.g., sustainable sources of supply) or paying competitive
                     wages.

                  
                  
               
               
               
               
                  
                  Consider Obtaining ASCM Enterprise Standards for
                     Sustainability

                  
                  
                  
                  
                  
                  The ASCM Enterprise Standards for
                     Sustainability is a corporate supply chain designation measuring
                     social responsibility, economic sustainability, and ecological
                     stewardship. This certification standard is available for free
                     download and can therefore be used to update supply chain strategy,
                     identify sustainability gaps for the supply chain, or validate
                     supplier sustainability even if the organization does not pursue
                     certification.

                  
                  
                  
                  Organizations that choose to pursue this certification may do so
                     because it helps showcase the organization’s supply chain excellence
                     and commitment to transparency, ethics, and a culture of social
                     responsibility. This can occur not only within the organization but
                     also by ensuring that suppliers also align with these values.

                  
                  
                  
                  When organizations pursue
                     certification to this standard, 60 percent of the assessment is on
                     their level of excellence with the three Es of the certification:
                     ethical, ecological, and economic. These categories are applied to
                     supply chain processes such as plan, source, order, etc. The remaining
                     40 percent of the assessment is for enabling factors (strategy,
                     governance, workforce, and technology and knowledge) and stakeholder
                     factors (customer, supplier, government, and community).

                  
                  
                  
                  The first part, criteria and
                     questions, includes standards and assessments on process excellence
                     planning. One standard is related to facility master planning, and
                     this section is reproduced in Exhibit 2-21 as an
                     example. (The SCOR metrics have been updated.)

                  
                  
                  
                  
                     
                     
                     
                     
                        
                        Exhibit 2-21: ASCM Enterprise Standards for Sustainability; Section A.1, Process Excellence—Plan

                        
                           
                              A.1.1
                                 Facility Master Planning

                           

                           
                              A.1.1.1 Standards
                              

                           a. The facility master plan
                              should contain a section outlining key
                              sustainability metrics

                           b. The facility master plan
                              must contain quantified reduction in waste/reuse
                              and recycling expectations with clear measurement
                              criteria and feedback loops

                           
                              A.1.1.2 Evidence
                              

                           
                              
                              
                              	
                                 
                                 
                                 Facility master plan
                                    document/system report that details sustainability
                                    metrics and shows how design efficiency leads to
                                    lowest environmental impact

                                 
                                 

                              
                              
                              
                              	
                                 
                                 
                                 Waste disposal and energy usage
                                    policy

                                 
                                 

                              
                              
                              
                              	
                                 
                                 
                                 Governance and internal audit
                                    results

                                 
                                 

                              
                              

                           
                              A.1.1.3 Metrics/Results
                              

                           
                              
                              
                              	
                                 
                                 
                                 Return on Fixed Assets (SCOR-DS
                                    Metric AM.1.2)

                                 
                                 

                              
                              
                              
                              	
                                 
                                 
                                 Return on Working Capital
                                    (SCOR-DS Metric AM.1.3)

                                 
                                 

                              
                              

                           
                              A.1.1.4 Key Questions
                              

                           
                              
                              
                              	
                                 
                                 
                                 Can your organization’s
                                    facility master plan show clear benefits from a
                                    sustainability and environmental
                                    perspective?

                                 
                                 

                              
                              
                              
                              	
                                 
                                 
                                 Can the facility master plan
                                    provide a map of the most optimal design leading
                                    to the lowest possible waste and reuse or
                                    recycling of materials and resources?

                                 
                                 

                              
                              
                              
                              	
                                 
                                 
                                 Are there any regulatory
                                    constraints that prevent your organization from
                                    weighting these multidimensional criteria in the
                                    decision to award a contract to any third-party
                                    provider of facilities?

                                 
                                 

                              
                              
                              
                              	
                                 
                                 
                                 Are you planning for facility
                                    retirement/decommissioning, including final
                                    disposal of any plant/equipment associated with
                                    that facility?

                                 
                                 

                              
                              

                        

                        

                     
                     
                     
                     
                        Source: Adapted from Association for
                           Supply Chain Management (ASCM). "Enterprise Certification for
                           Sustainability.” Used with permission.
                        

                     
                     

                  
                  
                  An example of an enabler is
                     governance. One standard for this area is a requirement that the
                     organization have a documented risk matrix that addresses key risks
                     “inherent across the economic, ecological, and ethical dimensions,”
                     and a key question is “How transparent are decisions in which risk to
                     a stakeholder is considered but not deemed ‘risky enough’ to alter the
                     introduction or ongoing production of a product or service?”

                  
                  
                  
                  An example of stakeholder
                     engagement is customer engagement. One standard in this area is that
                     the organization needs to have a voice of the customer (VOC) process
                     that addresses customer requirement outcomes “in the areas of ecology
                     (e.g., carbon emissions and impact of product), economics (e.g., price
                     and product availability), and ethics (e.g., ethically sourced raw
                     materials).” A related key question is “How is the VOC obtained and
                     used to influence your organization’s product and service
                     offerings?”

                  
                  
               
               
               
               
                  
                  Show Transparency Using Sustainability Reporting: Global Reporting
                     Initiative (GRI)

                  
                  
                  
                  
                  
                  Sustainability
                     reporting is an important way to show transparency and market one’s
                     sustainability initiatives. According to the ASCM Supply Chain Dictionary, the
                     Global Reporting Initiative’s GRI
                        Reporting Framework is

                  
                  
                  
                  
                     
                     the framework that sets out
                        the principles and performance indicators organizations can use
                        to measure and report their human rights, labor, environment,
                        and anticorruption practices and outcomes.

                     

                  
                  
                  
                  The GRI’s Sustainability Reporting
                     Standards and Glossary help reporters prepare sustainability reports
                     that provide reliable, relevant, and standardized information such as
                     sustainability and reverse logistics KPIs. It has universally
                     applicable standards and many topic-specific standards that are
                     organized into economic, environmental, and social series. The
                     standards provide an internationally recognized reporting format that
                     can be used for voluntary reporting and self-regulation or for
                     mandated requirements for sustainability reporting. Goals include the
                     following

                  
                  
                  
                  
                     
                     
                     	
                        
                        
                        Build
                           capacity.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Foster
                           commitment to sustainability.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Improve
                           performance and risk management.

                        
                        

                     
                     
                     
                     	
                        
                        
                        Improve
                           the flow of reliable sustainability information from
                           supplier to buyer.

                        
                        

                     
                     

                  
                  
               
               

            
            

         
         
   
      
         
         
         Long Description Appendix

         
         
            
            This appendix provides more detailed descriptions for some of the images found in
               the text. Return to the image location in the text by clicking the link at the end
               of each description.

            
            
            
               
               Exhibit 2-1: PRINCE2 Communication Template Example
[image: A document titled “Communications Management Approach” authored by the Project Manager details the communication strategy for Project 1, CPFR, West Coast Pilot, Phase 1—Costking Customer. Go to long description for more details.]
                  
                  
                  
                     
                     	
                        
                        
                        Introduction: The CPFR project is a collaboration between
                           Sample, Inc., and its key West Coast customers, necessitating
                           strong external communications. Costking is the collaboration
                           customer for phase 1 of the pilot.

                        
                        

                     
                     
                     	
                        
                        
                        Communication Procedure: The project manager is
                           responsible for all internal communications with the project
                           team, reporting weekly to the steering committee’s project
                           subcommittee using a summary report. The director of sales
                           handles all formal external communications, with the option to
                           delegate technical communications to relevant SME team
                           members.

                        
                        

                     
                     
                     	
                        
                        
                        Tools and Techniques: The project manager will use the
                           project portal for all internal communications and project
                           documents. The director of sales will utilize site visits,
                           virtual meetings, and a newsletter to communicate with
                           participating customers.

                        
                        

                     
                     
                     	
                        
                        
                        Records: Reports issued for internal communications
                           include summary reports, milestone reports, project results
                           reports, issue reports, lessons learned reports, change
                           management reports, and newsletters (electronic).

                        
                        

                     
                     
                     	
                        
                        
                        Timing of Communication Activities: The project manager
                           will meet with the project subcommittee on a biweekly basis and
                           deliver formal presentations for go/no-go at each milestone.

                        
                        

                     
                     
                     	
                        
                        
                        Reports/Stakeholder Matrix:

                        
                        
                        
                        
                           
                           	Summary report: Weekly, to the project
                              subcommittee.

                           
                           
                           	Milestone report: At each milestone, to the project
                              subcommittee.

                           
                           
                           	Project results report: At project close, to the
                              project subcommittee.

                           
                           
                           	Issue report: As needed, to the project manager and
                              change control board.

                           
                           
                           	Lessons learned report: At project close, to the
                              project subcommittee.

                           
                           
                           	Change management report: Six months post-project, to
                              the steering committee.

                           
                           
                           	Newsletter: At each milestone, to customers and all
                              internal staff.

                           

                        
                        

                     
                     
                     	
                        
                        
                        Roles and Responsibilities:

                        
                        
                        
                        
                           
                           	Project subcommittee: Inform the steering
                              committee.

                           
                           
                           	Project manager: Handle all internal communications
                              and all project planning, monitoring, and controlling.

                           
                           
                           	Director of sales: Manage key customer communications
                              and presentations.

                           
                           
                           	SME team members: Communicate with the customer’s
                              SMEs.

                           

                        
                        

                     
                     
                     	
                        
                        
                        Scales—Priority and Severity:

                        
                        
                        
                        
                           
                           	Priority: Use MoSCoW (Must, Should, Could,
                              Won’t).

                           
                           
                           	Severity levels: 1 = Project manager, 2 = Project
                              subcommittee.

                           

                        
                        

                     
                     
                     	
                        
                        
                        Stakeholder Analysis: The project manager will map out
                           stakeholder power and influence maps for internal and external
                           stakeholders, consulting with the director of sales on this
                           analysis.

                        
                        

                     

                  
                  
               
               Go to image in text.

               
            
            
            
               
               Exhibit 2-3: Range of Customer-Supplier Relationship Types
[image: The diagram illustrates the spectrum of supplier relationships from arm’s-length relationships to collaborative relationships. Go to long description for more details.]
                  
                  
                  The diagram shows that compatibility of interests,
                     mutual need, openness, and trust increase as relationships become more
                     collaborative. At the arm’s-length level, there are vendors,
                     conventional suppliers, and certified suppliers. In more collaborative
                     relationships, there are partnership-type relationships and strategic
                     alliances. Lower value-added relationships are on the arm’s-length side,
                     while higher value-added relationships are on the collaborative
                     side.

                  
                  
               
               Go to image in text.

               
            
            
            
               
               Exhibit 2-5: Supply Risk vs. Profit Impact
[image: The diagram categorizes items based on supply risk and profit impact. Read long description below.]
                  
                  
                  
                     
                     	Bottleneck items have high supply risk and low profit impact.
                        Suppliers have strong bargaining power, and there is a potential for
                        production disruption. The focus is on reliable but low-cost
                        sources.

                     
                     
                     	Strategic items have high supply risk and high profit impact. There
                        are one or few suppliers, and they have the highest impact on
                        customer value. Price constitutes a large percentage of total system
                        and product cost, and purchasing is long-term and centralized.

                     
                     
                     	Noncritical items have low supply risk and low profit impact.
                        Suppliers’ bargaining power is not strong, and spot purchasing is
                        common. These items are more likely to be under local control.

                     
                     
                     	Leverage items have low supply risk and high profit impact. There
                        are many suppliers, ample competition, and small cost savings over a
                        broad base of items can significantly impact profitability.

                     

                  
                  
               
               Go to image in text.

               
            
            
            
               
               Exhibit 2-7: CPFR Strategy and Planning SCOR DS Process Collaboration Areas
[image: The table presents the areas of collaboration in strategy and planning between the supplier (Sample, Inc.) and the customer (Costking). Go to long description for more details.]
                  
                  
                  In the Orchestrate category, both parties collaborate on:

                  
                  
                  
                  
                     
                     	OE1: Supply chain strategy

                     
                     
                     	OE2: Business rules

                     
                     
                     	OE3: Performance and continuous improvement

                     
                     
                     	OE4: Data, information, and technology

                     
                     
                     	OE6: Contracts and agreements

                     
                     
                     	OE7: Network design

                     
                     
                     	OE9: Risk

                     
                     
                     	OE11: Enterprise business planning

                     
                     
                     	OE12: Segmentation

                     

                  
                  
                  
                  In the Plan category, their collaboration includes:

                  
                  
                  
                  
                     
                     	P1.1: Capturing external market signals

                     
                     
                     	P1.2: Aggregating supply chain requirements

                     
                     
                     	P1.3: Assessing and creating supply response

                     

                  
                  
                  
                  This collaboration ensures alignment and effectiveness in
                     supply chain strategy and planning.

                  
                  
               
               Go to image in text.

               
            
            
            
               
               Exhibit 2-8: CPFR Demand and Supply Management SCOR DS Process Collaboration Areas
[image: The table shows the areas of collaboration in demand and supply management between the supplier (Sample, Inc.) and the customer (Costking). Go to long description for more details.]
                  
                  
                  In the Source category, the customer’s processes include:

                  
                  
                  
                  
                     
                     	S: Source

                     
                     
                     	S1.7: Determine level of collaboration
                        arrangement

                     
                     
                     	S2.1: Establish order signal

                     
                     
                     	S3.1: Establish order signal

                     

                  
                  
                  
                  In the Plan category, their collaboration involves:

                  
                  
                  
                  
                     
                     	P1.1: Capture external market signals

                     
                     
                     	P5.1: Aggregate fulfillment requirements

                     
                     
                     	P5.2: Assess and create initial fulfillment
                        response

                     
                     
                     	P5.3: Balance requirements and fulfillment
                        response

                     
                     
                     	P5.4: Replan, analyze, and select optimal fulfillment
                        response

                     
                     
                     	P5.5: Communicate finalized fulfillment response back
                        to P1.3

                     
                     
                     	And the customer aggregates return requirements
                        (P6.1)

                     

                  
                  
               
               Go to image in text.

               
            
            
            
               
               Exhibit 2-9: CPFR Execution SCOR DS Process Collaboration Areas
[image: The table illustrates the areas of collaboration in execution between the supplier (Sample, Inc.) and the customer (Costking). Go to long description for more details.]
                  
                  
                  Specific responsibilities and collaboration are illustrated
                     through the use of arrows:

                  
                  
                  
                  Order:

                  
                  
                  
                  
                     
                     	O2.1: Process inquiry and quote
                        
                        
                           
                           	Responsibility: Customer

                           

                        

                     
                     
                     	O2.2: Receive, enter, and validate order
                        
                        
                           
                           	Responsibility: Customer

                           

                        

                     
                     
                     	O2.3: Confirm inventory availability and delivery
                        date
                        
                        
                           
                           	Responsibility: Customer

                           

                        

                     
                     
                     	O2.4: Apply allocation rules
                        
                        
                           
                           	Responsibility: Customer

                           

                        

                     
                     
                     	O2.5: Generate and submit order
                        
                        
                           
                           	Responsibility: Customer

                           

                        

                     
                     
                     	O2.6: Process payment
                        
                        
                           
                           	Responsibility: Customer

                           

                        

                     
                     
                     	O2.7: Transmit order
                        
                        
                           
                           	Responsibility: Customer

                           

                        

                     
                     
                     	F2.1: Receive B2B product from source or transform
                        
                        
                           
                           	Responsibility: Supplier

                           

                        

                     

                  
                  
                  
                  Fulfill:

                  
                  
                  
                  
                     
                     	F2.2: Receive order signal
                        
                        
                           
                           	Responsibility: Supplier

                           
                           
                           	Collaboration: Arrows indicate signal received
                              from customer’s steps O2.1 to O2.5.

                           

                        

                     
                     
                     	F2.3: Pick product
                        
                        
                           
                           	Responsibility: Supplier

                           

                        

                     
                     
                     	F2.4: Pack and/or kit product
                        
                        
                           
                           	Responsibility: Supplier

                           

                        

                     
                     
                     	F2.5: Stage product
                        
                        
                           
                           	Responsibility: Supplier

                           

                        

                     
                     
                     	F2.6: Schedule transportation
                        
                        
                           
                           	Responsibility: Supplier

                           

                        

                     
                     
                     	F2.7: Notify and confirm dock appointment
                        
                        
                           
                           	Responsibility: Supplier

                           

                        

                     
                     
                     	F2.8: Load vehicle and generate shipping document
                        
                        
                           
                           	Responsibility: Supplier

                           
                           
                           	Collaboration: Arrows indicate involvement of
                              both supplier and customer in coordinating the
                              shipment

                           

                        

                     
                     
                     	F2.9: Invoice
                        
                        
                           
                           	Responsibility: Supplier

                           

                        

                     
                     
                     	F2.10: Ship product
                        
                        
                           
                           	Responsibility: Supplier

                           
                           
                           	Collaboration: Arrows indicate shipping based
                              on the scheduled transportation and dock
                              appointments

                           

                        

                     
                     
                     	F2.12: Obtain proof of delivery or customer
                        acceptance
                        
                        
                           
                           	Responsibility: Supplier

                           
                           
                           	Collaboration: Arrows indicate confirmation
                              received from the customer

                           

                        

                     

                  
                  
                  
                  Return:

                  
                  
                  
                  
                     
                     	R1.1: Initiate, authorize, schedule, verify product
                        return
                        
                        
                           
                           	Responsibility: Supplier

                           
                           
                           	Collaboration: Arrows indicate coordination
                              with the customer for return initiation

                           

                        

                     
                     
                     	S4.1: Initiate a source return
                        
                        
                           
                           	Responsibility: Customer

                           
                           
                           	Collaboration: Arrows indicate supplier’s
                              response to customer’s return initiation

                           

                        

                     

                  
                  
                  
                  This collaboration ensures effective order processing,
                     fulfillment, and return management between the supplier
                     and the customer, with arrows indicating the flow of
                     responsibilities and the points of interaction and
                     coordination between the two parties.

                  
                  
               
               Go to image in text.

               
            
            
            
               
               Exhibit 2-10: CPFR Analysis SCOR DS Process Collaboration Areas
[image: This table outlines the areas of collaboration between the supplier (Sample, Inc.) and the customer (Costking) in supply chain analysis, including orchestration, planning, and sourcing activities. Go to long description for more details.]
                  
                  
                  In the Orchestrate category:

                  
                  
                  
                  
                     
                     	Both the supplier and the customer develop a balanced
                        scorecard (OE3.1).

                     
                     
                     	They also collaborate on performance and continued
                        improvement, focusing on measuring supply chain
                        performance (OE3).

                     

                  
                  
                  
                  In the Plan category:

                  
                  
                  
                  
                     
                     	Both parties are involved in replanning, analyzing,
                        and selecting the optimal supply chain response
                        (P1.5).

                     
                     
                     	They communicate the plan to execution functions and
                        evaluate its effectiveness (P1.6).

                     

                  
                  
                  
                  In the Source category:

                  
                  
                  
                  
                     
                     	The customer analyzes offers and selects suppliers
                        (S1.9).

                     
                     
                     	The customer inspects and verifies (S2.5).

                     

                  
                  
               
               Go to image in text.

               
            
            
            
               
               Exhibit 2-12: Sample, Inc., To-Be CPFR Swimlane Flowchart at SCOR DS Level 3
[image: The sample swimlane flowchart outlines the demand and supply management portions of CPFR. Go to long description for more details.]
                  
                  
                  The diagram starts with gathering and
                     analyzing external supply chain insights and capturing
                     market signals, moving through aggregating requirements,
                     balancing plans, and communicating responses. It covers
                     order validation, product picking, packing, staging,
                     scheduling transportation, and shipping, ending with
                     invoicing. Arrows indicate the flow and responsibilities
                     across different tasks and stages, showing collaboration
                     and task execution from planning to delivery.

                  
                  
               
               Go to image in text.

               
            
            
            
               
               Exhibit 2-14: SCOR DS Process Elements Are at Level 3; Level 4 Decomposes Process
                  Elements
[image: The diagram depicts the SCOR (Supply Chain Operations Reference) model. Read long description below.]
                  
                  
                  There are four levels of detail:

                  
                  
                  
                  
                     
                     	0. (OE) Orchestrate the SC
                        
                        1. Major
                              Processes:

                        
                        
                        
                           
                           	Plan, Order, Source, Transform, Fulfill,
                              Return.

                           

                        

                     
                     
                     	
                        
                        
                        2. Process Categories:

                        
                        
                        
                        
                           
                           	O1: B2C (Business to Consumer)

                           
                           
                           	O2: B2B (Business to Business)

                           
                           
                           	O3: Intra-company

                           

                        
                        

                     
                     
                     	
                        
                        
                        3. Process Elements:

                        
                        
                        
                        
                           
                           	O1.1: Receive customer information

                           
                           
                           	O1.2: Apply loyalty status

                           
                           
                           	O1.3: Build order

                           
                           
                           	O1.4: Process payment

                           
                           
                           	O1.5: Generate receipt and ship date

                           
                           
                           	O1.6: Receipt and process

                           

                        
                        

                     
                     
                     	
                        
                        
                        4. Improvement Tools/Activities:

                        
                        
                        
                        
                           
                           	Use of kaizen, lean, TQM, six sigma,
                              benchmarking

                           

                        
                        

                     

                  
                  
                  
                  On the right, explanations are provided:

                  
                  
                  
                  
                     
                     	Process categories define the operations strategy; process
                        capabilities are set.

                     
                     
                     	Process elements define the configuration of individual
                        processes, focusing on process, inputs/outputs, skills,
                        performance, best practices, and capabilities.

                     

                  
                  
               
               Go to image in text.

               
            
            
            
               
               Exhibit 2-15: Sample, Inc., CPFR Execution Level 4 Process Map (Order Subset)
[image: The diagram illustrates the execution portion of the CPFR process, specifically focusing on the subset involving customer order placement. Read long description below.]
                  
                  
                  The diagram shows the flow and interaction between these
                     processes:

                  
                  
                  
                  Level 3 Processes:

                  
                  
                  
                  
                     
                     	O2.1 Process inquiry and quote

                     
                     
                     	O2.2 Receive, enter, and validate order

                     

                  
                  
                  
                  Level 4 Processes for O2.1:

                  
                  
                  
                  
                     
                     	O2.1.1 Receive inquiry

                     
                     
                     	O2.1.2 Review inquiry

                     
                     
                     	O2.1.3 Reject inquiry

                     
                     
                     	O2.1.4 Review inventory balances

                     
                     
                     	O2.1.5 Review customer credit check

                     
                     
                     	O2.1.6 Review pricing and shipping cost

                     

                  
                  
                  
                  Level 4 Processes for O2.2:

                  
                  
                  
                  
                     
                     	O2.2.1 Enter order

                     
                     
                     	O2.2.2 Validate customer master

                     
                     
                     	O2.2.3 Validate order size and timing constraints

                     
                     
                     	O2.2.4 Validate order due date

                     
                     
                     	O2.2.5 Validate order discounts

                     

                  
                  
               
               Go to image in text.

               
            
            
            
               
               Exhibit 2-16: Sample, Inc., To-Be CPFR Plan by Week
[image: The image is a detailed flowchart illustrating a four-week collaborative planning process between Sample, Inc., and its customers. Read long description below.]
                  
                  
                  The process aims to create a consensus on forecasts,
                     transformations, and fulfillment plans through various analysis
                     and review stages.

                  
                  
                  
                  Week 1:

                  
                  
                  
                  
                     
                     	Sample, Inc.: Gather and analyze external supply chain
                        insights, analyze customer requirements and issues, review
                        products/services.

                     
                     
                     	Customers: Analyze supplier requirements and issues.

                     
                     
                     	Collaborative Planning: Achieve consensus on market
                        assumptions, issues, and product/service changes.

                     

                  
                  
                  
                  Week 2:

                  
                  
                  
                  
                     
                     	Sample, Inc.: Capture external market signals, analyze
                        forecast performance, and conduct demand review.

                     
                     
                     	Customers: Conduct demand review and create forecasts.

                     

                  
                  
                  
                  Week 3:

                  
                  
                  
                  
                     
                     	Sample, Inc.: Aggregate supply chain requirements, aggregate
                        transform requirements, aggregate fulfill requirements,
                        conduct supply review, and conduct fulfillment
                        review.

                     
                     
                     	Collaborative Planning: Create consensus forecast and create
                        consensus transform and fulfillment plan.

                     

                  
                  
                  
                  Week 4:

                  
                  
                  
                  
                     
                     	Sample, Inc.: Balance transform and fulfillment; assess and
                        create supply response; process inquiry and quote;
                        receive, enter, and validate order; and confirm inventory
                        availability and order date.

                     
                     
                     	Customers: Establish order signal.

                     

                  
                  
               
               Go to image in text.

               
            
            
            
               
               Exhibit 2-17: Detailed New Process for Engineering Change Order and Approval
[image: The image is a detailed flowchart illustrating the process for an Engineering Change Order (ECO) and approval within an engineering department. Go to long description for more details.]
                  
                  
                  The flowchart outlines the steps from change request evaluation to
                     final product delivery.

                  
                  
                  
                  
                     
                     	Change Request/Evaluation: Engineering Initiates the
                        process.

                     
                     
                     	ECO Review Meeting (All Departments): Reviews the
                        change request.

                     
                     
                     	Change Request Approved?: Decision point; if
                        approved, move to step 4.

                     
                     
                     	Reengineered BOM and Specs: Engineering updates bill
                        of materials and specifications.

                     
                     
                     	Supplier Selection and Awarding: Purchasing chooses
                        and awards suppliers.

                     
                     
                     	Costing Update: Accounting updates costs based on
                        changes.

                     
                     
                     	Material Phase-Out Plan, ECO Date: SC material
                        planning plans phase-out of old materials and sets ECO
                        date.

                     
                     
                     	Verify Inventory (Warehouse): SC material planning
                        confirms inventory status.

                     
                     
                     	Verify Inventory (Supplier): Warehouse supplier
                        confirms inventory.

                     
                     
                     	Capacity?: Production decision point; if capacity is
                        available, move to step 11.

                     
                     
                     	SKU Transition Plan: SC production planning plans
                        transition of stock-keeping units (SKU).

                     
                     
                     	Supplier Release Update: SC material planning updates
                        release information with supplier.

                     
                     
                     	Supplier Sample Delivery: Receives sample delivery
                        from supplier.

                     
                     
                     	Sample?: Quality decision point; if sample is
                        satisfactory, move to step 15.

                     
                     
                     	Pilot Run: Production conducts a pilot run.

                     
                     
                     	Final SKU?: Quality decision point; if final SKU is
                        approved, move to step 17.

                     
                     
                     	Production Schedule Update: SC production planning
                        updates the production schedule.

                     
                     
                     	Delivery: Warehouse final delivery of the
                        product.

                     

                  
                  
                  
                  Note: ECO = Engineering Change Order, CR = Change
                     Request.

                  
                  
               
               Go to image in text.

               
            
            
            
               
               Exhibit 2-19: Synchronize Supply and Demand for Shared Resources
[image: The image is a Venn diagram illustrating the balance between supply and demand. Read long description below.]
                  
                  
                  
                     
                     	The left circle represents “Supply.”

                     
                     
                     	The right circle represents “Demand.”

                     
                     
                     	The intersection of the two circles represents "Supply and demand
                        synchronized (allocated resources)."

                     
                     
                     	The area outside the intersection on the left is labeled "Supply in
                        excess of demand (unused capacity)."

                     
                     
                     	The area outside the intersection on the right is labeled "Demand in
                        excess of supply (resource shortage)."

                     

                  
                  
                  
                  Source: Adapted from PMI, The Standard for Portfolio
                        Management.

                  
                  
               
               Go to image in text.

               
            
            
            
               
               Exhibit 2-20: Triple Bottom Line Seeks the “Sweet Spot” That Align All Objectives
[image: The image is a Venn diagram with three overlapping circles, representing the concept of sustainability. Go to long description for more details.]
                  
                  
                  
                     
                     	The top circle is labeled “Social.”

                     
                     
                     	The left circle is labeled “Environmental.”

                     
                     
                     	The right circle is labeled “Economic.”

                     
                     
                     	The overlapping area in the center of all three
                        circles is labeled “Sustainability.”

                     

                  
                  
                  
                  This diagram illustrates that sustainability is achieved at
                     the intersection of social, environmental, and economic
                     factors.

                  
                  
               
               Go to image in text.
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1. Introduction:

The CPFR project is a collaboration between Sample, Inc., and its key West Coast customers, so it
requires strong external communications. Costking is the collaboration customer for phase 1 of the pilot.

2. Communication Procedure:

» The project manager is responsible for all internal communications with the project team and will
report weekly to the steering committee’s project subcommittee using a summary report.

» The director of sales is responsible for all formal external communications but may delegate
technical communications to relevant SME team members.

3. Tools and Techniques:

» The project manager will use the project portal for all internal communications and project
documents.

» The director of sales will use site visits, virtual meetings, and a newsletter to communicate with
participating customers.

4. Records:

The following reports will be issued for internal communications: summary report, milestone report,
project results report, issue report, lessons learned report, change management report,
newsletter (electronic).

5. Timing of Communication Activities:

The project manager will meet with the project subcommittee on a biweekly basis and have a formal
presentation for go/no-go at each milestone.

6. Reports/Stakeholder Matrix:

Name Timing Recipients

Summary report Weekly Project subcommittee

Milestone report Milestone Project subcommittee

Project results report Project close Project subcommittee

Issue report As needed Project manager, change control board
Lessons learned report Project close Project subcommittee

Change management report Six months post-project Steering committee

Newsletter Milestone Customers, all internal staff

7. Roles and Responsibilities:

Project subcommittee Inform the steering committee

Project manager All internal communications, all project planning, monitoring, and controlling
Director of sales Key customer communications and presentations

SME team members Communicate with customer’s SMEs

8. Scales—Priority and Severity:

Priority Use MoSCoW (Must, Should, Could, Won't)
Severity levels 1 = Project manager, 2 = Project subcommittee

9. Stakeholder Analysis:

The project manager will map out stakeholder power and influence maps for internal and external
stakeholders. The director of sales will be consulted on this analysis.
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Defines the operations
strategy; process
capabilities are set.

Defines the configuration
of individual processes.
The ability to execute is
set. Focus is on process,
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capabilities.

Use of kaizen, lean,
TQM, six sigma,
benchmarking.
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